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Abstract: In Nigeria, as in many other developing and emerging 

economies, Small and Medium Enterprises (SMEs) contribute to 

their socio-economic development and growth hence, successive 

governments have invested resources in intervention programs 

aimed at stimulating the sector to achieve sustainable 

development. The main objectives of the study are to; review the 

role of SMEs to the socio-economic development of Nigeria, 

identify current government efforts and challenges to stimulating 

SMEs performance especially as it relates to wealth creation and 

employment generation. The study found that; SMEs play a key 

role in socio economic development of the country especially in 

the area of employment generation and wealth creation. 

However, there are prevailing economic and political conditions 

that have not given room for SMEs to thrive, as evidenced in the 

internal and external challenging factors they are currently 

facing in the country despite the enormous government 

intervention initiatives. It is recommended that government 

should reform the implementation of these initiatives, ensure 

programmes continuity due to change on government, fight 

corruption and insecurity, improve on the business environment 

and evolve youth re-orientation programme to cause them to 

embrace entrepreneurship. The methodology adopted for this 

work is narrative textual case study. 

Key Words: SMEs, Socio-economic development, wealth creation 

and employment generation. 

I. INTRODUCTION 

n developed and developing nations as well as emerging 

economies, the significant role of Small and Medium 

Enterprises (SMEs) to social and economic growth and 

development is highly underscored. In this respect, SMEs are 

considered as the necessary mechanisms for realizing such 

national developmental goals as poverty reduction, 

democratization and economic participation, job creation, 

harnessing industrial development and local production, 

knowledge development and innovation and employment 

generation (karadag, 2015). SMEs have so far played a 

significant role in the economies of the Organisation of 

Economic Cooperation and Development (OECD) and Asia-

Pacific Economic Cooperation (APEC) countries (Fjose, 

Grunfeld & Green, 2010). In the same vein, Beck, Demirguc-

Kunt & Leine (2005) indicated that healthy competition and 

entrepreneurship development in emerging economies are 

developed and enhanced through SMEs. Owualah & Obokoh, 

(2017) also postulated that by adding vitality and flexibility to 

business activities, SMEs help to improve economic 

performance. Uduak and Ekong (2016) estimated that about 

70% of the people in sub-Saharan Africa rely on SMEs and 

informal establishment for their livelihood. In Botswana, 

small businesses contributed between 30-45% to the nations 

GDP and accounted for more than 60% of wage employment. 

Thus, any increase in the activities of small enterprises will 

lead to corresponding increase in employment. As 

employments are generated, there is increase productivity, 

thus raising the level of wealth creation in a given economic 

environment. This is why the productiveness of an economy is 

related to increasing income and improving standards of 

living. Businesses combine human and material resources to 

create value. So, as activities of enterprises increase due to 

increase in labour productivity and efficient use of resources, 

all other things being equal lead to high wages for individual 

worker, more profit for the company and rise in GDP for the 

nation. When productivity is higher, cost of production tends 

to be lower. With lower cost of production, citizens obtain 

products cheaper and these, in turn, increase living standards 

(Osemeke, 2012). 

 Accordingly, in Nigeria, just as in most developing and 

developed countries, SMEs are the bedrock of the economy. 

This is seen in the value contribution they make to national 

Gross Domestic Product (GDP), (which stood at 49.78 percent 

to GDP in 2017) as well as in the number of persons they 

engage in terms of employment and labour (Gbande & Aikor, 

2019). Similarly, SMEs are estimated to constitute nearly 

about 70%-80% of the private sector businesses, and 

contribute nearly about 50-70% to Nigeria‟s GDP while 

accounting for about 60% of the private sector employment 

(Okwelle & Ayonwike, 2014). On the other hand, with the 

increasing unemployment, and dearth of economic 

opportunities, SMEs are considered a reliable alternative to 

state-led economic development approaches.  

The total number of SMEs as at December, 2017 stood at 

73,081 with sectoral distribution thus; the Wholesale/Retail 

trade (42.3 percent), Agriculture (20.9 percent), Other 

Services (13.1 percent), Manufacturing (9.0 percent) and 

Accommodation & Food Services (5.7 percent). The total 

employment contribution by the sector to the national 

economy is was 59,647,954 persons, including SME owners 

which is the equivalent of   86.3 percent of national 

workforce.  Micro Enterprises alone contributed a whopping 

95.1 percent but with innately weaker capacity for jobs 

creation at 1.37 persons per entity (compared with 39.5 

persons for SMEs) (NBS/SMEDAN Survey Report, 2017). 

I 
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These are concentrated in a few sectors, notably 

manufacturing, transportation, information and 

communication technology, agro and agro-allied and oil and 

gas, they are fairly well organized and well connected. 

As in many developing countries, SMEs in Nigeria have not 

achieved their full potential as a result of some critical 

inhibiting factors. These factors, which can be classified into 

internal and external, include among others. The internal 

factors are; aversion to joint ownership, family ties, i.e. 

bringing family into business, financial mismanagement, lack 

of basic business capacity (knowledge, skills and attitude), 

non-recruitment of qualified personnel, lack of perseverance 

and staying power when the business is going through tough 

times, poor record keeping especially accounting books, lack 

of standardization of products, being the all-in-all, i.e. 

managing director, accountant, cashier, admin. Manager, etc., 

low capacity to invest in Research and Development, 

Information and Communications Technology and E-

commerce, inadequate linkage to local and  international 

supply chains, limited access to markets, lack of 

exit/succession plan and declining business etiquette and 

disregard for contract sanctities (Adams & Razmara, 2013). 

While the external factors challenging SMEs are; poor state of 

infrastructure, weak access to production inputs (such as 

finance, workspace) and product markets etc., multiplicity of 

Taxes and levies plus red tape, low access to information and 

unfair competition with dumped products substitutes 

(Gbande,2015). 

Consequently, there has been serious efforts by the 

Government to develop the SMEs sub-sector, including the 

adoption under the erstwhile National Economic 

Empowerment and Development Strategy (NEEDS) of a 

private sector-led economic development approach, with 

SMEs development as a central strategy in 2003.  Since that 

time, however, several other concurrent efforts to boost this 

sub-sector of the national economy, has seen amongst others 

the enactment of the SMEDAN Establishment Act setting up 

the apex/coordinating agency for the promotion and 

development of this important sector. This was followed by 

the implementation of several programmes such as the 

Entrepreneurship Development Programmes 

(Youth/Women/General), National MSMEs Policy, 

National/State Councils on MSMEs, One Local Government 

One Product, Conditional Grant Scheme (CGS), GEMS 

Project and YOU-WIN amongst others. These were 

complemented with several access-to-credit schemes of the 

Central Bank of Nigeria (CBN) and other Development 

Finance Institutions (DFIs).   

Statement of the Problem 

SMEs play a global catalytic role in the socio-economic 

transformation and development. The role includes 

substantial contribution of the sub-sector to the Gross 

Domestic Product (GDP), employment generation, wealth 

creation, export, increasing local value addition and 

technological advancement among many others. 

Unfortunately, in Nigeria, SMEs have performed below 

expectation despite all the Federal Government intervention 

initiatives on stimulating the sector. „Even though 

successive governments have invested resources in 

intervention programs aimed at stimulating the sector to 

achieve sustainable development, SMEs have continued to 

perform below expectation (NBS/SMEDAN survey Report, 

2017). For example, unemployment has continued rising 

unabatedly.  With a national population of over 200 million 

people, of which ˃ 65% are persons below the age of 35 

years, the negative social consequences of youth 

unemployment can only be imagined (Gbande & 

Aikor,2019).  

Objectives of the Study 

The objectives of this study are as listed below: 

(i) Review the contribution of SMEs to the socio-

economic development of Nigeria  

(ii) Identify the current efforts of Government towards 

stimulating SMEs to create wealth and generate 

unemployment. 

(iii) Identify and review the challenges facing SMEs 

development in Nigeria especially as it relates to 

employment generation and wealth creation. 

III. METHODOLGY 

To address the above objectives of the study, the researcher 

adopted the Narrative –Textual Case Study methodology; 

this is a social science oriented methodology that is usually 

adopted for research in cases of sustainable development. 

Under this method, secondary data is sourced, reviewed and 

analyzed. For this study, the researcher relied on data from 

journal articles, government gazette, publications, CBN 

reports, MSME Survey reports and Government bulletins. 

The collated literature is reviewed and analyzed.  

Small and Medium Enterprises and Socio-Economic 

Development 

Conceptually, the definition of SMEs varies from country to 

country relative to the overall size and structure of the 

domestic economy; it may also vary from sector to sector 

depending on the purpose for which it is sought (Tende, 

2014). Although majority of the definitions focus on the 

number of employees and/or annual turnover, they are not 

consistent across the literature and can vary significantly 

between countries (Kriss, 2012). For example, in Senegal 

SMEs are considered to have between 1 and 250 employees 

(the term small includes micro enterprises with small 

enterprises having between 1 and 20 employees, while 

medium have between 21 and 250 employees), while in 

Kenya there seems to be no official definition of SMEs. In 

Kenya, the Micro and Small Enterprise Authority state that 

micro enterprises have between 1 and 9 employees, and small 

between 10 and 50 employees, but it does not provide a clear 

definition of medium-sized SMEs (Gbam, 2017). Egypt 

considers SMEs as having more than 5 and fewer than 50 
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employees, Vietnam considers SMEs to have between 10 and 

300 employees, the World Bank (2005) defines SME as an 

enterprise with 300 employees, have assets and annual 

turnover not exceeding US$15m, the Central Bank of Nigeria 

(CBN) (2014) defines it as any enterprise with a maximum 

annual turnover of N500m and assets of N250m (excluding 

land and working capital). SMEDAN (2013) defines SMEs as 

any enterprise with employees up to 199 persons and assets of 

N250m (excluding land and working capital). 

Nigeria with the introduction of the National Policy on 

MSMEs (2011, 2015) has addressed the issue of definition as 

to what constitutes small and medium enterprises. The 

definition adopts a classification based on dual criteria, 

employment and assets (excluding land and buildings) as 

shown below:  

S/N Size/Category Employment 
Assets(N) Million(excluding land 

and buildings) 

1 
Small 

Enterprise 
10-49 10 to less than 100 

2 
Medium 

Enterprise 
50-99 100 to less than 1,000 

Source: NBS/SMEDAN Survey Report, 2017 

(i) Small Enterprises are those enterprises whose total 

assets (excluding land and building) are above Five 

Million Naira(N5M) but not exceeding Fifty Million 

Naira(N50M) with a total workforce of above ten 

(10), but not exceeding forty- nine (49) employees. 

(ii)  Medium Enterprises are those enterprises with total 

assets excluding land and building) are above 

Fifty(N50M) Million Naira, but not exceeding Five 

Hundred Million(N500M) Naira with a total 

workforce of between 50 and 199 employees.  

From all the above definitions it is clear that, SMEs may be 

classified by size, sector, organization, staff strength, 

technology and location. These variables interact with each 

other in complex ways which must be taken into cognizance 

to understand the nature, characteristics, performance, 

problems and challenges of business enterprises. However, for 

the purpose of the study, the classification or definition of 

SMEs is as postulated in the National Policy on MSMEs in 

2011 and further reviewed in 2015 and 2017 and is hereby 

adopted as the most appropriate in this study. 

On the other hand, Social development is a process which 

results in the transformation of social institutions in a manner 

which improves the capacity of the society to fulfill its 

aspirations. It implies a qualitative change in the way the 

society shapes itself and carries out its progressive attitudes 

and behavior by the population, the adoption of more effective 

processes or more advanced technology while Economic 

development is the development of economic wealth of 

countries or regions for the well-being of their inhabitants 

(Fjose, Grunfeld & Green, 2010). Economic growth is often 

assumed to indicate the level of economic development. The 

term “economic growth” refers to the increase (or growth) of a 

specific measure such as real national income, gross domestic 

product, or per capita income. The term economic 

development on the other hand, implies much more. It is the 

process by which a nation improves the economic, political, 

and social wellbeing of its people (Gbande, 2015) 

The Role of Small and Medium Enterprises In The Socio-

Economic Development Of Nigeria. 

Small and Medium Enterprises play a significant role in the 

socio-economic development of the country as they serve as 

engines of socio-economic transformation, including 

industrialization, of many economies the world over. As has 

become well established, they present a vital platform for 

boosting technical, technological and entrepreneurial 

capacities amongst critical segments of the populace 

(Kadiri,2008). SMEs also offer opportunities to drive jobs and 

wealth creation as well as income retransition from 

agriculture-based economies to industrial ones, providing 

opportunities for value chain linkages that generate 

sustainable livelihoods for the bottom-of-the-pyramid 

citizenry (Haibo,2009).  This means SMEs are responsible for 

most of the advances in new products and processes and 

providing most of the employment opportunities. They are 

also the key indicator of the overall performance of an 

economy (Tende, 2014).  

In the OECD economies, SMEs account for over 95% of 

firms, 60-70% of employment, 55% of GDP and generate the 

lion‟s share of new employment. In the case of developing 

economies, the situation is not very different. For instance, in 

Morocco, 93% of firms are SMEs and account for 38% of 

production, 33% investment, 30% export and 46% 

employment. Similarly, in Bangladesh, enterprises of less than 

100 employees account for 99% of all firms and 58% 

employment. Also, in Ecuador, 99% of all private companies 

have less than 50 employees and account for 55% of 

employment (Uwaifo,2010).   

SMEs constitute significant sources of employment 

opportunities and wealth creation in Nigeria as the citizens 

benefit in terms of employment and income and taxes paid to 

Government. This can be a strong factor to social stability. In 

addition to the above, SMEs support socio-economic 

development in Nigeria in the following ways: 

Industrialization: SMEs are regarded as the bedrock of 

industrialization. They possess extensive knowledge of 

resources, as well as demand and supply trends, they 

constitute the chief supplier of input to larger firms. In 

addition, they serve as the main customers to the larger firms. 

They help in economic development through industrial 

disposal and production of primary and intermediate products 

and supply the material needs of the larger enterprises. 

Poverty alleviation: poverty is a major threat to attaining 

sustainable human and environmental development, as well as 

the much needed global economic and socio-political stability 

(Gbande and Aikor, 2019). Poverty reduction can be achieved 
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by improving the performance and sustainability of 

entrepreneurs and small and medium enterprises, as a 

backbone to economic activities. This is possible since 

subsistence enterprises are said to represent the vast majority 

of SMEs in developing countries. They are known to typically 

account for more than 90% of all firms outside the agricultural 

sector with majority of them being essentially SMEs, 

employing family members and close relatives. As such, the 

development of SMEs can be a key instrument in poverty 

reduction efforts of Nigerian government. Poverty can also be 

reduced directly through their contribution to economic 

growth, employment and income generation (Ufot, Etuk & 

Baghebo, 2014).  

Markets for Large Enterprises: SMEs serve supply chain 

partners to large corporations. By working closely with SMEs, 

large corporations can develop new customer base that may 

not be accessible to the traditional distribution networks of 

these corporations.   

Innovation: They also represent important sources of 

innovation. This might include re-engineering products or 

services to meet market demands, exploring innovative 

distribution or sales techniques, or developing new and 

untapped markets. 

Market for Financial Services and inclusion:  emerging 

economies represent a huge potential market for credit, 

particularly in sub-Saharan Africa, local financial institutions 

that have successfully served the SME market in developed 

countries have found it highly profitable, (United Nations 

Conference on Trade and Development (UNCTAD), 2001). 

Large international banking groups are beginning to tap into 

these markets. For instance, today Barclays Bank is present in 

12 African countries, employs 41,000 people, which is one-

third of its total workforce and has 8 million customers and 

Africa accounts for 13% of the group‟s profits (Owulah & 

Obokoh,2017). Barclays Bank has worked to integrate SMEs 

into its operations. In their efforts to localize value creation, 

many large companies in the world increasingly rely on local 

companies as a crucial component of their value chain. 

Furthermore, SMEs help in the development of local 

technology and mobilization and utilization of domestic 

savings. Thus, increases in SME efficiency can also improve 

the competitiveness of larger firms that depend on SME 

suppliers, and therefore improve the competitive position of a 

country‟s economy (Ufot, Etuk & Baghebo, 2014) 

Provision of Labour: SMEs tend to be more labour intensive 

than larger firms, and capital requirements for establishing 

them are low. Also the requirements for establishing SMEs 

are less cumbersome, hence, chances of many individuals to 

participate in them is high and by so doing contribute to 

industrial development. In addition, the size and structure of 

SMEs give them flexibility in management approaches. Thus 

in these private-sector-driven economy, SMEs act as engines 

of the much desired private sector led economic growth and 

diversification.   

Support to Entrepreneurship Development: The development 

of many small and private enterprises spur up entrepreneur 

spirit in many SMEs through competition and innovation. It is 

unambiguous that entrepreneurship is a vital factor in 

economic development and social change, since it makes for 

continuous innovation, and its commercialization and 

technology.  

Community development: SMEs are mostly local enterprises, 

hence, they rely upon communities for their workforce. For 

the communities, they provide goods and services tailored to 

local needs and at costs affordable to local people. They are an 

important source of employment, particularly for low-skilled 

workers, as well as women and young people, who usually 

make up the greatest proportion of the unemployed in 

emerging economies (Ihua,2009). This has the potential for 

reducing to urban migration hence, preserving urban 

infrastructure. 

Current Government Efforts To Stimulate Smes To Create 

Jobs And Employment Generation In Nigeria. 

The current efforts been made by the Federal Government of 

Nigeria towards stimulating the SMEs to create wealth and 

generate employment as contained in the MSME Survey 

Report, 2017 are as highlighted below:  

(i) The Current Medium Term Strategy (2017- 2020) - 

the Economic Recovery and Growth Plan (ERGP), in 

line with more current trend, has also recognized 

small and medium enterprises as the vehicle for 

driving national industrial output. The ERGP focuses 

on integrated, people centered, development 

planning.  Attention is on raising the country‟s 

standard of living and prioritized development under 

four key pillars, viz: agriculture and food security, 

transport infrastructure (especially roads and rails).  

(ii) The Presidential Ease of Doing Business Council 

(PEDEC) inaugurated in 2016 and Chaired by the 

Vice President of Nigeria, PEDEC is expected to 

restore growth, invest in human capital and 

ultimately build a globally-competitive economy 

through creating a friendly business environment for 

SMEs to do business, grow and contribute to 

sustainable economic activity, and provide the jobs 

essential to improving social inclusion. By April 5, 

2018, the PEBEC had approved its third 60-day 

National Action Plan (NAP 3.0) to drive the ease of 

doing business initiative to remove critical 

bottlenecks and bureaucratic constraints to doing 

business in Nigeria. Complemented with Executive 

Order 1 on improving transparency and the business 

environment in Nigeria (May, 2017), Nigeria has 

moved up 24 places. (World Bank‟s Ease of Doing 

Business Index ,2018).  

(iii) The introduction of Agri-Business Small and 

Medium Enterprises Investment Scheme 

(AGSMEIS) by the CBN/Bankers Committee- this 

an initiative targeted at start-ups and the expansion of 
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established companies as well as the reviving of 

ailing companies to enhance job creation and 

agribusiness for a sustainable economy. The 

initiative requires all Deposit Money banks to set 

aside five percent (5%) of their annual profit after tax 

to support and sustain SMEs. 

(iv) N-POWER is a project under the Social Investment 

Programme (SIP), of the Federal Government of 

Nigeria, for job creation and empowerment 

initiatives. The project aims to reduce graduate and 

youths‟ unemployment by helping them to create 

jobs and engaging them in wealth generating 

economic activities while unemployed. 

(v) Conditional Grant Scheme (CGS) – CGS is a scheme 

which commenced in 2017. The CGS aims to 

promote the activities of SMEs across the through: 

(a) Creation of jobs, wealth and poverty alleviation in 

the society Improving the internally generated 

revenue of the three tiers of government across the 

country thereby reducing overdependence on oil 

revenue. (b) Moving micro entrepreneurs from the 

informal to the formal sector. (c) Enhancing the 

competitiveness of these enterprises towards meeting 

national, regional and global standards.  

(vi) One Local Government One Product Programme 

(OLOP) – OLOP is a scheme designed to revitalize 

the rural economy, improve employment 

opportunities and alleviate poverty in rural areas. 

Since 2017, when full-blown nation-wide 

implementation commenced, about 109 projects have 

been delivered annually with benefitting cooperatives 

getting machinery/financial grants, capacity building, 

and business advisory and monitoring services.    

(vii) Growth and Employment Mobility in States (GEMS 

- 1, 2 & 3) - (GEMS) is an employment project 

supported by Nigeria‟s Federal Ministry of Trade and 

Investment (FMTI), with funds from the World Bank 

and the United Kingdom‟s Department for 

International Development (DFID). The project is 

aimed at job creation and increased non-chain 

sectors. A key target is the creation of at least 

100,000 jobs directly in the selected sectors, viz: 

Information and Communication Technology (ICT), 

Entertainment, Wholesale and Retail, Construction 

and Real Estate, Hospitality and Tourism, and Meat 

and Leather.  

(viii) Conversion of the Twenty-Three (23) 

Industrial Development Centres (IDCs) to Industrial 

Parks and Clusters - Industrial Development Centres 

(IDCs) were initially established in the „60s and „70s 

to provide middle level manpower in woodwork and 

metalwork to local industries but were recently 

transferred to the Agency for proper attention, after 

falling into disrepair. Given the large tracks of 

undeveloped land available within these Centres, 23 

in all, the underlying objective of this conversion 

project is to establish Common Infrastructure Facility 

Centres that would resolve some of the challenges 

faced by MSMEs with particular regard to accessing 

work space and business infrastructure like internet 

services, water, power, machinery and roads among 

others. The facility is projected to improve the global 

competiveness of MSMEs, by reducing overhead 

costs and enjoying economies of scale as is usually 

the case with clusters.  

Challenges Of Smes Development And Building The Way 

Forward. 

SMEs have performed below expectation due to a 

combination of problems which may be innate to the operators 

or from their external environment, including frequent public 

policy changes and somersaults(Gbam,2017).  

For Nigerian SMEs to thrive, a more favorable institutional 

frameworks are expected to be established, these include: 

(i) Negligence in Governance policies: The needs of 

SMEs are often overlooked by policy-makers and 

legislators at Federal, State and local levels as they 

tend to target larger corporations. Also, they are 

usually left out when it comes to tax incentives or 

business subsidies. They suffer more than big 

companies from the large burden and cost of 

bureaucracy, (World Bank, 2016). Therefore, 

government can assist SMEs by carrying out 

inclusive reforms; creating a conducive enabling 

environment or investment climate, improve on ease 

of doing business-procedures and processes. To 

encourage SMEs to join the formal sector, 

governments need to provide tax incentives for 

SMEs and subsidies similar to those available to 

large corporations or micro-entrepreneurs, as well as 

make provisions for start-up funds for SMEs.  

(ii) Unorganized state of the regulatory environment: 

The regulatory environment can be reformed by 

Governments adopting measures such as public-

private partnerships to attract venture capital funds 

and higher levels of investment, and put in place 

measures to create investor-friendly environments. 

Big corporations and potential investors need 

guarantees that their investments and infrastructure 

are not going to be expropriated.  

(iii) Non-Inclusiveness in reform programmes: The 

government should also involve SMEs owners in 

major policy reforms decisions. There is a saying that 

“he who wears the shoes knows better where it 

pitches”. In several countries, such as Mali and 

Mozambique, private businesses now participate in 

identifying the most needed reforms. The culture of 

bureaucrats telling bureaucrats what‟s good for 

business is gradually disappearing. Let it be private 

sector telling bureaucrats what is good for them. 

Nigeria can practice this. 

(iv) Poor supply chain capacity and network: The supply 

chain network can be improved upon by helping 
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SMEs become more viable business partners by 

providing training in basic skills such as 

management, bookkeeping, business planning, 

marketing, distribution, and quality control. They can 

assist through technology transfers, direct investment 

in infrastructure, and the sharing of knowledge. 

These make SMEs more competitive, as well as 

facilitate their access to credit. All of this can benefit 

the large corporations by creating more effective and 

inclusive supply chains and improve on its 

management.   

(v) Low Export promotion policies: There is therefore 

the need to focus on policies that will promote the 

SMEs export potential to boost economic growth and 

development, because they contribute a large share of 

manufactured exports in most industrialized East 

Asian economies like China and India, ranging from 

31-56%, then less developed African economies of 

less than 1% in Tanzania and Malawi, for instance 

(Kadiri,2008) 

(vi) Insecurity- insecurity contributes a lot in frustrating 

SMEs development especially in agriculture. The 

government has to address the multiple security 

challenges in the country; herders‟/farmers clashes, 

banditry, kidnapping, secessionist agitations, etc. 

through dialogue and other conflict resolution 

methods. 

(vii) Poor Business Environment- there is need to improve 

infrastructure, access to finance and overcome the 

challenge of power outages; SMEs require greater 

access to financial services and investment capital. 

Large corporations have little difficulty securing 

sizeable bank loans and private investments. 

However, things may be changing, many large banks 

are now partnering with development agencies and 

NGOs to serve the SME market.   Government 

should adopt Public Private Partnership to provide 

better infrastructure like roads, water supply and 

enhanced power supply (Okwelle & 

Ayonmike,2014). The Federal Government should 

look into the issue of privatization of the power 

sector. Post privatization reforms should be carried 

out urgently. 

(viii) Youth unemployment: With a national 

population of over 200 million people, of which ˃ 

65% are persons below the age of 35 years, the 

imperative for more youths‟ participation in 

entrepreneurship cannot be overemphasized (Gbande 

& Aikor, 2019). Government should evolve more of 

such policies and make them inclusive.  

III. CONCLUSION 

The study investigates the role of Small and Medium 

Enterprises(SMEs) to the socio-economic development of 

Nigeria with special emphasis on wealth creation and 

employment generation. Based on the findings of the study, 

SMEs have significant roles to play in the Nigerian economy, 

via generating employment for the teeming population of 

unemployed youths; alleviating poverty through incomes to 

poor household; participating in the global economy and 

partnering with larger corporations through supply chain 

partnerships.  They help boost GDP and generate revenue to 

government through taxes and export potentials. However, 

several hurdles still stand in the way to achieving a formidable 

SME sector in Nigeria; they are an interplay of both internal 

and external environment factors. Several initiatives have 

been designed and implemented by the Nigeria Government, 

however, the still perform abysmally. 

IV. RECOMMENDATIONS 

(i) With the increasing number of SMEs in Nigeria, 

there is need to take stock of the state of SME 

development in the country and review the 

effectiveness of existing policies and institutional 

framework, with the aim of developing guidelines for 

future utilization in this sector. For, Recommendation 

of the MSME NBS/SMEDAN Survey Report, 2017. 

(ii) The SMEs enabling environment should be improved 

upon, this will foster SME competitiveness and 

reduce the transaction costs for smaller companies. 

By removing the regulatory and administrative 

barriers most firms operating in the informal 

economy may migrate to formal companies. 

(iii) Government should ensure continuity in her 

programmes. Most initiatives are laudable best get 

abandoned when there is a change of government, 

there practice should be discontinued especially as 

we head towards a new government in 2023. 

(iv) The government should address the multiple security 

challenges in the country; herders‟/farmers clashes, 

banditry, kidnapping, secessionist agitations, etc. 

through dialogue and other conflict resolution 

methods. 

(v) There should be measures to facilitate commercial 

bank lending to SMEs; like tackling inherent 

collateral and information problems and introducing 

improved lending policies, systems and procedures 

for SME clients, credit scoring modes, credit 

information services, and credit guarantee fund that 

minimize moral hazard by sharing risks with banks. 

Leasing can be used as a mechanism for addressing 

smaller businesses‟ lack of collateral. A few SMEs 

with high return on capital can also be supported 

with venture capital funds.  

(vi) Public Private Partnership(PPP) as a model to 

meeting gaps in infrastructural deficit should be 

given more attention. It has worked in other countries 

and should be able to work in Nigeria too. The fight 

against corruption should be intensified as this 

affects budgets meant for this sector and others 

immensely.  

(vii) Besides, in Nigeria, there is the outstanding issue of 

more inclusive participation in the sub-sector by a 

burgeoning youth population, who require re-
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orientation to effect optimal migration from a jobs-

seeking mentality to one of jobs-and-wealth creation. 

Government should urgently set up a youth re-

orientation programme. 
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