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Abstract  
The study assessed the 

impact of small and 

medium scale on growth 

and economic development 

of African continent using 

Nigeria as a case study 

covering the periods of 

2006 to 2020. The study 

was carried out due to the 

high value placed on small 

and medium enterprises in 

the world. The industry had 

been playing conspicuous 

role which had brought 

sustainability to most  

countries. The study 

adopted ex-post research 

design using time series 

data for the period of 2006 

to 2020. Secondary source 

of data collection was 

employed and the data 

were obtained from 

statistical bulletin of 

Central Bank of Nigeria 
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INTRODUCTION  
Over the years, African 
countries have been seen 
to be battling with 
epileptic economic 
growth and development. 
Lives have become very 
difficult for most of the 
citizens due to the 
consequences of bad 
economy. Unemployment, 
high cost of living, low 
export, over-dependence 
on imported goods, 
political instability, 
corruption etc have 
become the order of the 
day. No wonder, African 
countries are categorized 
as the least developed 
continent in the world. As 
a result of this, the leaders 
of these developing 
countries have been 
fighting tooth and nail to 
attain sustainable 
economic growth and 
development. Part of the 
effort made was the 
creation of state-owned 
enterprises because it is 
believed that the faster 
route to development is, 
when the states take the 
role of the entrepreneur. 
However, these state-
owned firms have not 
been performing to 
expectation because they 
are run by bureaucrats 
and are plagued by red-
tapism in service delivery. 
The poor performance of  
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(CBN) and Nigeria Bureau 

of Statistics (NBS). The 

analysis was done using 

descriptive and inferential 

statistics. The findings of 

the study indicated that a 

unit increase in explanatory 

variables result in increase 

in Gross Domestic Product, 

therefore, a significant 

positive impact exist 

between activities of small 

and medium scale 

enterprises and economic 

development of African 

continent. The study 

recommends that African 

continent should empower 

their small and medium 

enterprises and provide 

enabling environment 

which will encourage 

utilization of full capacities 

of resources which will 

enable exportation of goods 

and services, thereby 

increase their foreign 

earnings.   

 

hese state enterprises revealed that though the government played a major role in 

determining the course of development but the real development in any nation’s 

economy depends on the investment decision of the private sector which is made 

up of small and medium enterprises (SMEs). 

According to World Bank, SMEs play a major role in most economies, particularly in 

developing countries. SMEs account for the majority of businesses worldwide and are 

important contributors to job creation and global economic development. They 

represent about 90% of businesses and more than 50% of employment worldwide. 

Formal SMEs contribute up to 40% of national income (GDP) in emerging economies. 

Therefore, it is not a gain saying in all economies and most importantly the developing 

economies that small and medium enterprises (SMEs) are active driving forces for 

industrial growth and indeed, overall economic development. There are empirical 

evidences that small and medium enterprises (SMEs) have accelerated economic growth 

in many developed and developing countries such as United State of America, China, 

India, etc. In the entire world, over 50% of the Gross Domestic Product (GDP) of the 

developed countries could be attributed to the existence of SMEs. There has been a great 

effect on the rate of economic growth and development of those European, American and 

Asian nations who adopted and adapted SMEs. For instance, SMEs formed over 50% of 

the non-farm private GDP as well as generated 75 per cent new jobs in the economy of 

the United State of America (Lyndon and Opinion 2021).  

In Nigeria, concerted efforts have also been made during the administrations of several 

governments to encourage the establishment and success of SMEs. Several finance 

agencies such as Nigerian Industrial Development Bank (NIDB), Agricultural Credit 

Guarantee Scheme Fund (ACGSF), National Economic Reconstruction Fund (NERFUND), 

Small and Medium Industries Equity Investment Scheme (SMIEIS) etc were set up to 

provide conducive atmosphere for the existence and going-concern of SMEs. However, 

it is worrisome that despite the existence of these agencies and the teeming population 

of youth in the country; the present state of the nation’s economy is still nothing to write 

home about.  
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Sequel to this, this study investigated the impact of small and medium scale on the 

growth and economic development of African continent using Nigeria as a case study. 

 

Literature Review 

There have been varieties of ideas in financial literatures among scholars as regards the 

role being played by small and medium enterprises (SMEs) in the economic growth and 

development of a nation. 

Kadiri (2012) examines the contributions of small and medium scale enterprises (SMEs) 

to 

employment generation in Nigeria. The study employed binomial logistic regression 

analysis as tools for statistical analysis. The results showed that SMEs has not impacted 

positively on economic growth partly due to poor financing and commitment from the 

government. Also, Vijayakumar (2013) examined the trend and impact of SMEs on 

economic growth of Sri Lanka by employ time series data. The study discovered an 

insignificant nexus between SMEs and growth and development of Sri Lankan economy.  

In the work of Benis (2014) on The Impact of Small and Medium-Sized Enterprises on 

Economic Growth in Iran, it was discovered that the existence of small and medium 

enterprises (SMEs) is positively related to economic growth. The study which examined 

the relationship between SMEs and economic growth in Iran provinces made use of 

mixed data for the periods of 2004 and 2005 in the framework of augmented Solo growth 

model, and panel data method. 

Ilegbinosa and Jumbo (2015) examined the influence of small and medium enterprises 

(SMEs) on economic growth in Nigeria. Both primary and secondary sources of data 

were used for the study. Primary data were gathered through the administration of 

questionnaire to 100 selected SME operators in agro-allied industries, manufacturing, 

distribution and services within Lagos metropolis while secondary data were gotten 

from statistical records of the Central Bank of Nigeria (CBN) and the National Bureau of 

Statistics (NBS) for the period under review (1975-2012). The study employed the 

ordinary least square, co-integration and error correction model to estimate the data 

collected. The outcomes of the study indicate that all the independent variables 

considered in the study play an important role in determining the impact of Small and 

Medium Scale Enterprises on economic growth in Nigeria. 

Myslimi and Kacani (2016) evaluated the implication of the existence of SMEs on 

economic growth of Albania during the period of 1995-2015. To achieve the objective of 

the study, five variables were considered in which GDP (gross domestic production at 

current prices) is the dependent variable. Different statistical techniques were used to 

analyze the data gathered and the results showed that large and micro enterprises affect 

the economic growth of Albania. 

In the work of Bello, Jibir and Ahmed (2018), the Impact of Small and Medium Scale 

Enterprise on Economic Growth was examined. The study focused on Nigeria using time 

series data covering the periods of 1986 to 2016. The data were obtained from the 
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statistical bulletin published yearly by the Central Bank of Nigeria (CBN). The study 

employed Regression analysis to analyse the data collected. It was revealed through the 

results of the study that small and medium scale enterprise has a significant and positive 

effect on the growth of the nation’s economy. The study recommends that government 

should formulate new economic policy to restrict massive importation of foreign goods 

especially those goods that the SMEs can produce locally in order to protect the local 

producers against competition with foreign firms.  

Ayo-Balogun and Ogunsanwo (2019) did an empirical review of impact of small and 

medium enterprises on the growth of Nigerian economy between 1981 and 2015. The 

study which used ex-post facto research design analyzed its data with ordinary least 

square (OLS).  The estimated model showed that greater percentage of variation in 

economic growth was accounted for by SMEs activities which made them to be highly 

relevant to rapid and sustainable economic growth and development. The study 

suggested that government should provide enabling environment and accessible fund 

for SMEs in order to thrive. 

Ameh, Alao, and Amiya (2020) examined the impact of small and medium scale 

enterprises on Nigeria economy growth and development. The study adopted simple 

random sampling by using questionnaire, library and desk research for collection of 

data. The population of the study were 26 banks and 1,500 small and medium 

enterprises who registered with National Association of Small and Medium Scale 

Enterprises (NASME), Lagos Chamber of Commerce & Industry (LCCI) and Nigerian 

American Chamber of Commerce (NACC) while sample size of 15 banks and three 

hundred (300) SMEs were chosen.  The study analyzed data with Statistical Package for 

Social Sciences (SPSS). The study discovered that SMEs contributed to economic growth 

of a nation and are highly important to the development of Nigeria. Hence, the study 

recommended that government should help SMEs in the area of accessing information 

relating to business opportunities, raw materials, marketing of goods and services, 

reduction of operating costs and provision of credit scheme.  

Manzoor, Wei and Siraj (2021) studied the association that exist between small and 

medium enterprises (SMES) and economic growth Pakistan from 1990 to 2019. The 

work specifically focused on the short-run and long-run effect of small and medium 

enterprises (SMES) on the economic growth using autoregressive distributed lag bounds 

co-integration approach. The findings of the study revealed that both in the short-run 

and long-run, small and medium enterprises (SMES) serve as the main driving force 

behind economic growth.  

Lyndon and Opinion (2021) evaluated the impact of small and medium enterprises 

(SMES) development on economic growth in Nigeria.  The independent variables of the 

study were aggregate asset base and aggregate capitalization of SMEs while dependent 

variable was gross domestic product (proxy for economic growth). The study employed 

secondary time series data which were obtained from Central Bank of Nigeria 2018, 

National Bureau of Statistics 2018 and National Survey of Micro Small and Medium 
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Enterprises (MSMEs) 2013 & 2017 conducted by Small & Medium Enterprise 

Development Agency of Nigeria. The period covered by the study was 2000 to 2018. The 

study made use of descriptive statistics and multiple regression for analysis of data with 

the aid of SPSS version 19.  The findings indicated the aggregate asset based and 

aggregate capitalization of SMEs have little or no significant effect on GDP since overall 

regression model was not statistically significant at 5%, although in the long run there 

may be relationship among the variables. The study recommended that government in 

collaboration with SMEDAN should work out modalities for reporting SMEs’ operation 

in Nigeria and established policies to resuscitate the sector. 

Agbojinmi, Bewaji and Omojuyigbe (2021) analysed the economic impact of small and 

medium scale enterprises in Nigeria and its contribution to the real gross domestic 

product. The study made use of secondary data gathered from the statistical bulletins of 

the Central Bank of Nigeria (CBN) and National Bureau of Statistics (NBS). The data 

collected were analysed using descriptive and inferential statistics. The findings of the 

study revealed that there is a significant positive association between (RGDP) and small 

and medium scale enterprises (SMEQ) in Nigeria. 

 

METHODOLOGY 

Sources of data 

The data for this study are secondary time series data which are obtained from Statistical 

bulletin of Central Bank of Nigeria of 2021 and National Bureau of Statistics (NBS) annual 

reports. The study investigated impact of small and medium enterprises on economic 

growth and development of African continents using Nigeria as case study for periods of 

2006 to 2020. 

 

Model of the study 

Aminu, Adamu, & Ibrahim (2018) developed a model to access impact of small and 

medium scale enterprises on economic growth: evidence from Nigeria in which real 

gross domestic product taken as proxy for economic development is the dependent 

variable while small and medium scale enterprises output (SMEO) and commercial bank 

credit to small and medium scale enterprises (BCSME) taken as proxy for contributions 

of industry. The model is simply written as: 

RGDP t = f (SMEOt, BCSMEt). 

However, the model for this study is based on the intuition gained from above model 

with modification by introducing employment generation growth rate (EMG), 

government expenditure on small and medium scale enterprises (GEX), and raw 

materials consumption of small and medium scale enterprises (RMCSME). In line with 

the model adopted, real gross domestic product is taken as proxy for economic 

development and the dependent variable while small and medium scale enterprises 

output (SMEO), commercial bank credit to small and medium enterprises (BCSME), 

employment generation growth rate (EMG), government expenditure on small and 
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medium scale enterprises (GEX) and small and medium scale raw materials 

consumptions (SMERMC) taken as proxy for contributions of industry are explanatory 

variables. Therefore, the model for this study is stated as follow: 

RGDP t = f(SMEOt, BCSMEt, EMGt, GEXt,RMCSMEt)…………….…..(1) 

 The mathematical form of the model is  

RGDPt=β0 +β1SMEOt +β2BCSMEt + β3EMGt + β4GEXt +β5RMCSMEt….(2) 

The econometric form of the model is  

RGDPt=β0 +β1SMEOt +β2BCSMEt + β3EMGt + β4GEXt +β5RMCSMEt + μi(3) 

Where  

RGDP =Real Gross domestic product 

SMEO= Small and medium enterprise captured by SMEs growth rate 

BCSME= Commercial bank credits to small and medium enterprises 

EMG = Employment generation growth rate 

GEX = Government expenditure on small and medium enterprises 

RMCSME= Raw material consumption of small and medium enterprises 

β0 = Intercept of the model 

β1 – β5 = Parameters of the regression coefficients 

µi = Stochastic error term 

 

Tools of Data Analysis  

The study employed regression technique to determine the relationship between SMEs 

activities and its impact on growth and economic development of Nigeria.  Ordinary 

Least Square technique (OLS) was applied with a view to determine connection between 

dependent and independent variables. Furthermore, OLS is chosen because of its simple 

computational procedure and being the best linear unbiased estimator (BLUE) among 

the classical linear regression (CLR). Also, it can be used exclusively to estimate 

unknown parameters of a linear regression analysis model. Economic views (E- views) 

software was adopted for the regression analysis. 

 

Empirical Results and Discussions 

This section shows the result of various tests conducted and ordinary least square 

regression technique. 

 

Table 1: Summary of Ordinary Least Square Regression results  

Dependent Variable: Gross Domestic Product (GDP) 

Method: Least Square      Sample: 2006-2020 Included observation: 15  

Variable  Coefficient  Std. Error  t-Statistic  Prob. 
C 135.6372 162.0815     3.1567 0.0089 

SMEO   14.7314     3.0749     4.1345 0.0067 

BCSME     5.8412     1.8562     2.1762 0.0045 

EMG     8.5712     1.7354     2.6133 0.0026 
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GEX   10.3267     2.1427     3.3517 0.0076 

RMCSME     6.7514     1.9472     2.3142 0.0058 

R square     0.8946 F statistics    45.6312  

Adj. R Square     0.8354 Prob. F (Statistics)     0.00001  

Durbin Watson     1.8945 S. E. of REG   44.5676  
Log likelihood -97.4312 Sum Squared 258.1924  

Source: Authors’ computation (E-View 9) 

 

The results of the regression analysis indicated that the dependent variable (GDP) and 

independent variables (SMEO, BCSME, EMG, GEX and RMCSME) are in line with our 

apriori expectation because all the coefficient are positive and significant at 5 percent 

level of significance. A unit increase in SMEO will bring about increase of 14.73 to GDP 

while a unit increase in BCSME will increase RGDP by 5.84. Furthermore, a unit increase 

in EMG, GEX and RMCSME will generate increase of 8.57, 10.33 and 6.75 respectively. 

Based on these results, it can be concluded that for a noticeable change in GDP, there 

must be change in explanatory variables. This indicates that explanatory variable for our 

model have significant positive impact on growth and economic development of African 

continent especially Nigeria. These findings are similar to previous studies like 

Ilegbinosa and Jumbo (2015); Aminu, Adamu, & Ibrahim (2018); Ayo-Balogun and 

Ogunsanwo (2019) and in contrast with studies of Kadiri (2012); Vijayakumar (2013); 

Lyndon and Opinion (2021). There is an indication that explanatory variables in the 

model, showed 84 percentage variability in growth and economic development during 

the study while remaining 16 percent is controlled by stochastic error term.  

 

Table 2: Diagnostics results  

Test  Test Statistic  P-Value 

X2Heteroscedasticity test  1.5867 0.5689 

X2Ramsey RESSET test  0.7715  0.9615 

X2JarqueBera normality test  2.5762  0.0065** 

Source: Authors’ computation (E-View 9) 

**signifies significance at 5%. 

 

For reliability on OLS regression result, it is necessary for model to pass diagnostic test 

and meet OLS assumptions. Due to this, Ramsey RESSET test, JarqueBera normality test 

and Heteroscedasticity test are conducted and the results which are shown above in 

table 2 portray that the model passed all the diagnostic test. 

 

Conclusion  

The involvement of small and medium scale enterprises in growth and economic 

development of nations cannot be undermined as various studies conducted by scholars 

had proved this beyond reasonable doubt. It has been proved empirically that many 
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advanced countries nowadays had used such enterprises to attain their global success 

economic development. This study was conducted to investigate impact of small and 

medium scale on growth and economic development of Africa continent using Nigeria as 

a case for periods of 2006 to 2020. The study discovered that explanatory variables ( ) 

are impetus to the growth and economic development.   

 

Recommendations 

On the findings of the study, the following policy recommendations are made:-    

1. African continent should empower their small and medium enterprises and 

provide enabling environment which will encourage utilization of full capacities of 

resources which will enable exportation of goods and services, thereby increase 

their foreign earnings.    

2. African continent should tends toward advancement in technology because it is 

correlated to high rate of development. 

3. African countries should partner developed nation in areas which could enhance 

their developmental policies and strategies especially in agricultural 

productivities. 

4. Developing countries should imbibe habit of independence by concentrate more 

on consumption of locally produced goods instead of turning their countries to 

dumping ground. 
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