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− Though diverse, Nigeria ’s business landscape and
econom y rem ains largely dependent on a  few key 
sectors. In 2024, Nigeria 's oil and  gas sector has 
contributed  approxim a tely 5.7% to the country's tota l 
GDP. Oil and gas rem ain crucia l for Nigeria 's revenue, 
accounting  for over 70% of the governm ent’s revenue 
and  roughly 90% of foreign exchange earnings,
dem onstra ting  its continued im portance despite the 
sector’s sm a ller share in overall GDP.

− Access to capita l rem a ins a  significant challenge for
businesses in Nigeria , especia lly for sm a ll and 
m edium  enterprises ( SMEs) . SMEs represent 
approxim a tely 96% of businesses in Nigeria and
provide about 84% of tota l em p loym ent contributing
around  48% to the nations GDP, However, the sector 
faces significant cha llenges, particula rly in term s of 
financ ing , regula tory barriers, and  infrastruc ture 
constra ints.

− Em ploym ent issues in Nigeria , particula rly high
unem ploym ent and underem ploym ent ra tes, 
significantly im pact the country’s econom ic stability 
and growth. The Nigerian econom y has strugg led  to 
crea te suffic ient jobs to keep pace with popula tion 
growth. With a  popula tion g rowth ra te of a round 2.6%, 
the econom y needs to generate a t least 3 m illion new 
jobs annually to p revent unem p loym ent ra tes from 
rising .

− Due to form a l em ploym ent shortages, the
inform a l sector has becom e a  core part of the 
Nigerian econom y. The sector which generally 
lacks job  security, benefits, and opportunities for 
skill developm ent accounts for approxim a tely 65% 
of em p loym ent and influences over 50 percent of 
household  incom e.

− Nigeria  has one of the m ost active technology
ecosystem s in Africa , particula rly in fintech. Lagos 
has becom e a  tech hub , a ttrac ting  substantia l 
foreign investm ent in sta rtups like Flutterwave and 
Paystack. This sector is g rowing, yet it still 
constitutes a  sm all portion of the tota l econom y. 
The Inform a tion and Com m unica tions Technology 
( ICT)  sector contributed  about 20 percent g rowth 
to Nigeria 's rea l Gross Dom estic  Product (GDP)  in 
Q2 2024.

− Stra tegic entrepreneurship has the potentia l to
significantly boost Nigeria ’s econom y by fostering 
innovation, im proving productivity, and 
genera ting jobs. Stra teg ic  entrepreneurship  can 
drive d iversifica tion beyond the oil sector, which 
has trad it ionally dom ina ted Nigeria ’s econom y. By 
encouraging  innovation in sectors such as 
agriculture, fintech, and m anufacturing , new 
industries can em erge, reduc ing  the country’s 
dependency on oil exports.

ii.
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Nigeria ’s econom y in 2024 rem a ins under significant stra in, with current 
estim a tes ind icating a  GDP growth ra te a round 3.3% for the year, which, 
a lthough a  m odest im provem ent, st ill fa lls short of the pace needed to 
substantia lly im pact poverty levels and em p loym ent in a  popula tion that
grows by 2.6% annually. To m eet the econom ic dem ands of a  popula t ion tha t
is projected  to exceed  400 m illion by 2050, Nigeria ’s econom y will need to 
expand a t a  considerab ly faster ra te. The Interna tiona l Monetary Fund ( IMF) 
suggests that susta ined  growth of a t least 6- 8% annually would  be necessary 
to m ake significant strides in reducing unem p loym ent and  poverty.

In term s of job  creation, Nigeria  faces a  stark rea lity. With over 40% 
unem p loym ent and underem p loym ent, creating  jobs is a  top econom ic
priority. The World  Bank projects that Nigeria  will need to create 30 m illion jobs
by 2030 to keep pace with its rap id ly expanding labor force and to reduce 
current levels of youth unem p loym ent. However, even with the governm ent’s 
job  crea tion efforts, current projections ind icate that a t the exist ing econom ic 
growth ra te, Nigeria  m ay strugg le to generate suffic ient em p loym ent 
opportunit ies to absorb this growing workforce, especia lly in high- yield  sectors 
such as technology, m anufacturing, and agribusiness.
Looking ahead , the energy sector rem a ins a  significant barrier to econom ic
growth. Nigeria ’s inadequate power infrastructure lim its productivity, ra ises 
business costs, and d issuades foreign investm ent. Desp ite Nigeria ’s potentia l 
to genera te 12,522 MW of electric ity, it  currently p roduces only about 4,000 MW, 
less than 20% of the country’s est im ated dem and. To address these 
defic iencies, Nigeria  p lans to expand its renewable energy capacity, ta rgeting 
30% of its tota l energy m ix by 2030, which would  not only reduce reliance on 
fossil fuels but a lso prom ote susta inab le econom ic growth

Infla t ion, which reached 21.5% in 2024, is another pressing  concern, as it 
continues to erode consum er purchasing power and  increase the cost of 
doing business. This high infla t ion ra te is driven la rgely by rising fuel and  food 
prices and the deprec ia tion of the Na ira . While infla tion is expected to
m oderate to around 18- 20% by 2025 as g loba l econom ic cond it ions stab ilize
and governm ent policy interventions take effect, it  will rem a in a  persistent 
issue a ffecting household  incom es and investm ent confidence.

Projections for Nigeria ’s agriculture sector, which em p loys a  substantia l port ion 
of the popula t ion, ind ica te tha t it  could  p lay a  p ivota l role in future econom ic
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diversifica tion. With stra teg ic investm ents in m odern fa rm ing techniques, 
agro- processing , and export- oriented  production, agriculture could  increase
its contribution to GDP by 20- 30% over the next decade. This would  help  Nigeria
reduce its reliance on im ports, enhance food security, and create m illions of 
jobs in rura l areas.
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Nigeria’s economy last recorded significant 
growth during the early 2000s to around
2014.

Nigeria  experienced a  period of substantia l econom ic growth from  the early 
2000s to 2014, m arking a  transform ation in the nation’s econom ic landscape. The 
econom y, which had been largely dependent on oil revenues, began to d iversify 
and expand across m ult ip le sectors. In the early 2000s, Nigeria ’s annual GDP 
growth ra te hovered a round 7%, spurred by high g loba l oil p rices, structura l 
reform s, and efforts to a ttract foreign d irect investm ent (FDI) . With the
governm ent focusing  on stab ilizing  the m acroeconom ic environm ent, polic ies
were im p lem ented to m odernize the financ ia l sector, reform  pub lic  sector
m anagem ent, and prom ote priva te sector investm ent, pa rticularly in
telecom m unications1  and banking .

GDP Annual Change and % Growth − 2002 –  2014
Data Source: Macrotrends.net − Nigeria  GDP Growth ra te 1961- 2024.
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1 In 2002, telecom m unica tions m ade a  notab le im pact on Nigeria 's econom y, contributing
approxim a tely ₦2,983.1 m illion to the na tion's GDP. This surge was p rim arily fueled  by significant 
investm ents and the libera lization of the telecom m unica tions sector, which began in 2001 with the 
advent of GSM networks. This period  m arked rap id  g rowth, with the num ber of connected lines
jum ping  from  450,000 in 2001 to over 16 m illion by 2004. This expansion helped d rive econom ic
activity and im prove accessibility to com m unica tion services, laying  a  strong foundation for ongoing 
econom ic  contributions from  ICT in Nigeria

From  2015 to 2024, the econom y underwent significant fluctuations, experienc ing 
both growth and contraction due to a  variety of interna l and  externa l fac tors. The 
period  began with the econom ic fa llout from  the g loba l oil p rice crash in 2014, 
which led to a  sharp recession in 2016. Oil and Gas, which accounts for a 
substantia l portion of Nigeria 's revenues, p lum m eted in va lue, exacerbating the 
country’s fisca l crisis. By 2016, Nigeria  had entered its first recession in 25 years,
m arked by a  contraction in GDP, high infla tion, and rising unem p loym ent.

However, from  2017 onward, Nigeria ’s econom y showed signs of recovery, driven 
by higher oil p rices, reform s in agriculture, and a  focus on im proving  non- oil 
sectors. Agriculture em erged  as a  significant growth sector, with the governm ent 
im p lem enting program s to boost loca l food production and reduce dependence 
on im ports. By 2017, GDP growth returned to posit ive figures, though it rem a ined
m odest in subsequent years, averag ing around 1.9% through 2019. Desp ite this,
infla t ion rem a ined stubbornly high, reaching around  12% by 2019.

The g loba l COVID- 19 pandem ic  caused  another significant setback for the 
Nigerian econom y in 2020. With oil p rices dropp ing once aga in and g loba l 
dem and declining , Nigeria ’s econom y contracted by 1.8%. The pandem ic  a lso 
d isrupted  trade and dom estic  production, further deepening econom ic
cha llenges. The governm ent's fisca l m easures, includ ing  st im ulus packages and
loans to sm a ll businesses, a im ed to m it iga te the im pact but were insuffic ient to 
fully offset the dam age.

By 2021, Nigeria 's econom y began recovering, with a  growth ra te of 3.4%. This 
recovery was a ided by an up tick in oil p rices, though cha llenges like infla tion, 
unem p loym ent, and security concerns continued to im pede g rowth. Infla tion 
surged  to over 20% in 2022, driven by rising  food prices and supp ly cha in 
d isruptions. Oil continued to be a  dom inant force in the econom y, desp ite efforts 
to d iversify into agriculture, technology, and  services

Throughout this period , Nigeria ’s econom y strugg led with high unem p loym ent, 
which peaked a t 33% in 2021, especia lly am ong the youth. The country a lso faced 
cha llenges rela ted to security, which a ffected econom ic act ivity and investm ent. 
The na ira  continued to weaken aga inst the dolla r, and the gap between offic ia l
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and para llel m arket exchange rates widened, further com p lica t ing  the country's 
econom ic outlook.

Overa ll, while Nigeria  m ade progress in d iversifying its econom y, it  rem a ined 
highly dependent on oil and faced substantia l structura l cha llenges that 
hindered  susta ined  growth.

Key Sector Contribution to GDP − 2015 –  2023
Data Source: CBN − Rea l Gross Dom estic Product, 2006 - 2023.

Nigeria’s economy is primarily driven by three core sectors: industry2,
services3, and agriculture4.

Industria l Sector − Due to the ava ilab ility of 
a ffordab le labor cost, ava ilab ility of natura l 
resources and large m arket, Nigeria  is an idea l 
location for d iverse industria l activit ies. The 
industria l sector is a  significant contributor to 
Nigeria ’s econom y, m aking up roughly 23% of the 
GDP. The industry sector contributes an annua l 
average of 23% of the GDP. The m a jor act ivit ies 
inc lude oil & gas (9%) , m anufacturing  (7%) , and 
construction (5%) .

Over the past decade, Nigeria 's industria l
sector has experienced m oderate growth but 
continues to face cha llenges. Between 2014 
and 2019, the industria l sector’s growth ra te 
fluctuated significantly, part icularly due to

shifts in oil p rices, which heavily influence 
Nigeria 's econom y. In 2016, the oil p rice crash 
contributed to a  recession, with the industria l 
sector contracting by about 3.7%. However, 
growth returned between 2017 and  2019, 
averag ing around 2.5%, as g loba l oil p rices 
stab ilized and governm ent reform s began to 
show im pact.

The m anufacturing  subsector has shown 
resilience, growing by an average of 3% annua lly 
from  2017 to 2019, driven by increased dom estic 
dem and and governm ent init ia t ives under the 
Econom ic  Recovery and  Growth Plan (ERGP) , 
which a im ed to boost m anufacturing  by 
reducing im port dependency. Desp ite cha llenges
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such as power shortages and costly 
infrastructure, sectors like food  processing, 
cem ent, and textiles saw som e expansion. By 
2022, m anufacturing contributed
approxim ately 10% to Nigeria ’s GDP, a  slight
im provem ent, though fa r from  its potentia l
due to structura l issues like high production 
costs and lim ited  access to finance.

In term s of m ining and construction, Nigeria  has 
m ade som e progress, especia lly in construction, 
which has grown a longside urbanizat ion and 
infrastructure developm ent. Construction 
contributed nearly 4% to the GDP in 2023, thanks 
to increased investm ents in housing, road , and 
ra il infrastructure

Desp ite som e progress, the industria l sector’s 
contribution to Nigeria 's GDP has rem a ined 
rela tively constant, part ly due to reliance on oil 
and the lim ited d iversifica tion within the sector. 
Efforts to expand m ining  and m anufacturing are 
ongoing, but high opera tiona l costs, regula tory 
com p lexit ies, and  dependency on im ports for 
key m anufacturing inputs continue to restra in 
broader growth.

Services Sector − Nigeria  stands out as one of 
the m ost open services m arkets in Africa , 
earning a  "virtua lly open" ra t ing with a  score of 
27.1 on the World  Bank’s Services Trade 
Restric t ions Index (STRI) . The Nigerian services

sector has shown rem arkable resilience, even 
am id  cha lleng ing econom ic cond it ions. Its

consum er- oriented structure has a llowed it to 
evolve into a  substantia l econom ic  force, 
cap ita lizing on the needs of a  growing m idd le 
c lass and la tent consum er dem and over the 
past decade.

Supported by governm ent polic ies and boosted 
by priva te investm ent, the services sector has 
becom e instrum enta l in Nigeria 's econom ic 
d iversifica tion efforts. Today, services account 
for about 53% of Nigeria ’s GDP. The m ost 
significant areas within the sector inc lude trade 
(16%) , inform ation and com m unication (12%) , 
rea l esta te (6%) , professiona l, scientific , and 
technica l services (4%) , and financia l and 
insurance services (3%) . These contributions 
underscore the sector's p ivota l role in Nigeria ’s 
econom ic fram ework.

A rising Nigerian consum er base has propelled 
wholesa le and reta il trade to becom e Nigeria 's 
second- la rgest contributor to GDP, m aking up
16.4% in 2018 with a  m arket size of approxim ately
$109 b illion. The inform a l sector dom inates this 
space, ta rgeting  lower- incom e consum ers, 
while form a l reta il—still em erg ing —com prises 
about 5% of the m arket. Nigeria  ranks eighth in 
reta il investm ent a ttract iveness in Sub - Saharan 
Africa  and  twenty- seventh g loba lly, due to its 
la rge consum er base and  growing

2 The industria l sec tor consists of subsectors like m anufacturing , oil and gas, m ining  and  solid  m inera ls, construction, power and 
energy, autom otive, agro- p rocessing , textiles and apparel, pharm aceutica ls, chem ica ls, steel and m eta l fabrica tion, cem ent 
p roduction, and petrochem icals.
3  The services sec tor in Nigeria inc ludes banking and  finance, telecom m unications, inform ation technology, healthcare,
education, hospita lity and tourism , transporta tion and  logistics, rea l esta te, p rofessiona l and business services, reta il and
wholesale trade, enterta inm ent and m edia , insurance, and pub lic  adm inistra tion.
4  The agricultural sector in Nigeria includes crop  p roduction, livestock fa rm ing , poultry, fisheries and aquaculture, forestry, agro- 
p rocessing , horticulture, cash crops, food crops, and agricultura l b iotechnology
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m idd le c lass. Major internationa l reta ilers, 
including Shoprite and SPAR, have expanded into 
Nigeria , joined by dom estic investors build ing 
nationa l reta il cha ins.

The e- com m erce sector is a lso thriving, growing 
a t around 110% annually and va lued a t over $12 
b illion. With nearly ha lf of the popula tion being 
internet- savvy, online reta il p la tform s such as 
Jum ia  and  Konga lead this m arket, offering 
cash- on- delivery to m eet the needs of Nigeria 's 
predom inantly cash- based consum ers. This 
online m arket, particularly in apparel and 
footwear, is projected to grow significantly, 
enhancing Nigeria ’s posit ion as Africa ’s la rgest 
e- com m erce m arket.

The inform a tion and com m unication
technology ( ICT)  sub- sector contributed 12% to 
Nigeria 's GDP in 2018, growing a t an average 
ra te of 4% over the past five years. Nigeria 
boasts Africa 's la rgest and fastest- growing 
telecom m unications industry, with tele- density 
rising  dram a tica lly from  just 1.89% in 1993 to 
124.29% in 2018. This industry accounts for an 
annual average of 9% of GDP and around 80% of 
the ICT segm ent.

With a  popula tion of roughly 200 m illion, of 
which under 60% are active internet users, 
Nigeria ’s ICT sector offers substantia l investm ent 
opportunit ies. The d ig ita l network has
transform ed  business opera tions, enab ling
Nigeria ’s tech- savvy population to bank, shop, 
com m unicate, and  conduct transactions
seam lessly through electronic p la tform s,
anytim e and anywhere internet access is 
ava ilab le.

The Nigerian financ ia l and insurance industry 
has undergone significant reform s, evolving into 
a  m ore d iversified  and  resilient sector that 
supports the country’s econom ic growth. 
Contributing around 3% to GDP, the sector has

integrated electronic paym ents, reducing the use 
of physica l cash and  m oving  Nigeria  towards a 
cashless econom y.

Regulated by the Centra l Bank of Nigeria  (CBN) , 
the banking sector has expanded robustly, 
d riven by technology and electronic services. 
By Decem ber 2018, custom er deposits 
exceeded N33 trillion (US$100 b illion) , with over 
200 m illion electronic transactions va lued  a t 
N9.5 trillion (US$31 b illion) . Desp ite this growth, 
around 40% of the popula tion rem a ins 
unbanked, presenting  significant opportunit ies 
for further expansion.

Nigeria 's insurance sector, one of the la rgest in 
Africa , faces low penetra tion due to cultura l 
and relig ious factors. Nevertheless, the industry 
rem a ins resilient, with tota l investm ent incom e 
surpassing N50 b illion (US$160 m illion) . With 
ongoing reform s like the Pension Reform  Act of 
2014 and the Centra l Bank’s m onetary polic ies, 
the industry is expected to grow at an annual 
ra te of 10%. It is regula ted by the Nationa l 
Insurance Com m ission (NAICOM), ensuring 
effect ive oversight of the sector.

Agricultural Sector − Agriculture continues to
be a  m a jor contributor to Nigeria ’s econom y, 
accounting for approxim ately 21% of GDP in 
2023. The sector em p loys around 35% of the 
working popula tion, with rura l areas relying 
heavily on agricultura l activit ies for livelihoods. 
The sector is m ade up  of d iverse subsectors, 
which include crop production, livestock
farm ing, fishing, and  forestry, each of which
plays a crucia l role in the nation’s food security 
and rura l em p loym ent.

Crop production, being the la rgest segm ent of 
the agricultura l sector, is vita l for both dom estic 
consum p tion and export. In 2023, Nigeria 's
m a jor crops, includ ing m a ize, rice, cassava,
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and yam s, continue to dom ina te production, 
with cassava a lone accounting for over 34
m illion m etric tons in output. Cash crops like
cocoa , pa lm  oil, and  cashew nuts a lso rem a in 
key export item s, with Nigeria  being  the world ’s 
fourth- la rgest cocoa exporter (FAO, 2023) . 
However, desp ite the potentia l, p roductivity
rem a ins low due to cha llenges such as lim ited
access to finance, insuffic ient m echanization, 
and clim a te change im pacts. For exam p le, 
Nigeria 's rice yield  in 2023 stood a t
approxim ately 2.2 m etric tons per hectare, well
below the g loba l average of 4 m etric tons per 
hectare (World  Bank, 2023) . Governm ent 
init ia tives such as the Anchor Borrowers'
Program m e and investm ents in m odern farm ing
techniques a im  to tackle these issues and
im prove yields.

Nigeria ’s livestock sector is p ivota l for food 
security, particularly in northern Nigeria , where 
catt le and poultry farm ing are preva lent. As of 
2023, the country’s livestock popula tion inc ludes 
over 20 m illion ca ttle and 180 m illion poultry. 
However, the sector faces significant 
constra ints, inc lud ing d isease outbreaks, poor 
veterinary care, and  the ongoing farm er- herder 
conflic ts tha t d isrupt livestock farm ing, 
especia lly in the Midd le Belt and northern 
reg ions. These conflic ts, exacerbated  by c lim a te 
change and shrinking grazing  lands, have 
significantly a ffected the productivity and 
susta inab ility of livestock farm ing in Nigeria .

Nigeria  has extensive coasta l and  inland water 
resources, and the fishing and aquaculture 
subsector p lays an im portant role in provid ing 
protein for the popula t ion. The aquaculture 
industry has seen steady growth, with fish 
production increasing by 7% per year. 
However, the sector is still confronted with 
cha llenges such as water qua lity issues, 
pollut ion, and  overfishing. In 2023, Nigeria ’s 
tota l fish p roduction was approxim ately 1.5
m illion m etric tons, but the country st ill has to
im port significant quantit ies of fish, 
part icularly to m eet the dem and for loca l 
consum p tion, with fish im ports va lued a t over 
$1 b illion annually

The forestry subsector, while sm a ller in term s 
of contribution to GDP, p lays an im portant role 
in p rovid ing resources such as tim ber, rubber, 
and firewood, which are vita l for both loca l use 
and export. Nigeria ’s forests cover around 10% 
of the tota l land area, and the country has a 
vast rubber industry with production
estim a ted a t 2.5 m illion tons per year.
However, deforesta t ion driven by illega l 
logg ing, agricultura l expansion, and poor 
forest m anagem ent practices has becom e a 
significant issue, reducing the long - term 
productivity and environm enta l susta inab ility 
of the sector. The governm ent has introduced 
init ia tives a im ed a t com bating deforesta t ion, 
such as the Nationa l Afforesta tion Program m e, 
but cha llenges rem a in in enforcem ent and 
provid ing a lterna tives to deforesta t ion- driven 
activit ies.

9



Revitalizing the Nigerian Economy Through Strategic Entrepreneurship

All three sectors offer rich opportunities for 
domestic and foreign investors, especially when 
supported by effective policy reforms, 
infrastructure development, and technological 
advancement. With strategic entrepreneurship 
investment, Nigeria’s economic diversification can 
transform its natural resources into a more 
sustainable and robust economy.
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Strategic Entrepreneurship has made substantial 
contributions to economies worldwide.

Entrepreneurship  has becom e increasing ly vita l to g loba l econom ies, with its 
b lend of innovat ion, com petit ive advantage, and proactive econom ic 
posit ioning  driving  notab le econom ic growth, resilience, and adapta tion. At the 
heart of stra teg ic entrepreneurship  is the a lignm ent of entrepreneuria l ventures 
with a  long- term  vision, a  practice tha t not only fosters high- growth businesses 
but a lso posit ions them  to respond adaptively to g loba l m arket trends, 
d isruptions, and advancem ents.

The top  five countries with the m ost im pactful sm a ll and  m ed ium - sized 
enterp rise (SME)  sectors g loba lly are the United Sta tes, China, Japan, Germ any, 
and South Korea. Each of these nations leverages a  unique com b ina tion of policy 
support, innovation, and  access to resources to drive econom ic growth, job 
creation, and technolog ica l advancem ent through SMEs. Here’s an in - depth look 
a t how SMEs contribute to these econom ies and  the d ist inct ive factors that 
support their growth and resilience.

1. United States

In the United Sta tes, SMEs form  the bedrock of the econom y. With over 33 m illion 
sm a ll businesses, accounting for 99.9% of a ll U.S. com panies, SMEs contribute 
substantia lly to both em p loym ent and GDP. SMEs in the U.S. em p loy
approxim ately 60 m illion peop le, accounting for nearly ha lf of the priva te
workforce, and contribute roughly 44% to the country’s GDP. The U.S. governm ent 
has im p lem ented  num erous polic ies to support SME growth, includ ing favorab le
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tax polic ies, access to federa l contracts, and  program s like the Sm a ll Business 
Adm inistra t ion (SBA)  loan schem es, which provide crucia l financia l support to 
em erg ing businesses. Add it iona lly, the U.S. has a  robust venture cap ita l 
ecosystem , which fuels innovation and entrepreneurship , especia lly in tech- 
heavy reg ions like Silicon Va lley. Dig ita l transform ation and e- com m erce have 
a lso enabled U.S. SMEs to expand their reach g loba lly, increasing their econom ic 
im pact.

2. China

China ’s SME sector is one of the la rgest and m ost dynam ic  in the world ,
com prising  approxim ately 50 m illion businesses that account for over 60% of the 
nationa l GDP and about 80% of urban em p loym ent. Chinese SMEs are deep ly
em bedded in the country's industria l and m anufacturing sectors, with a
significant focus on exports. China ’s governm ent supports SMEs through tax 
incentives, grants, and p rogram s like the “Made in China  2025” init ia tive, which 
a im s to upgrade industry standards and support high- tech SMEs. The d ig ita l 
econom y, driven by tech g iants like Alibaba and Tencent, has crea ted new 
opportunit ies for SMEs to thrive in e- com m erce and fintech sectors. The 
governm ent has a lso set up  specia l econom ic  zones and export - oriented 
industria l c lusters that further a id  SMEs, a llowing  them  to be com petit ive on a 
g loba l sca le. As China ’s m idd le c lass g rows, SMEs are well- posit ioned to m eet 
the rising dom estic dem and for goods and  services, m aking them  an essentia l 
elem ent in China ’s stra tegy for susta inab le econom ic growth.

3. Japan

Japan’s SME sector, often referred to as “Monozukuri,” is characterized  by its 
focus on prec ision m anufacturing, technology, and innovation. SMEs m ake up
99.7% of Japanese businesses and em p loy over 70% of the workforce.
Contributing significantly to exports and GDP, Japanese SMEs are particularly 
strong in the autom otive, electronics, and  prec ision equipm ent industries. In 
response to an ag ing  popula tion and  labor shortages, the Japanese
governm ent has introduced program s to boost SME productivity and  innovation
through d ig ita liza t ion and autom ation. Init ia t ives like “Future 2020” focus on 
internationa liza t ion, support ing  Japanese SMEs in expanding their m arkets 
g loba lly. Desp ite cha llenges such as lim ited access to venture cap ita l com pared 
to Western countries, Japanese SMEs are known for their resilience and high- 
qua lity products, which have helped m a inta in their com petit iveness in 
internationa l m arkets. Furtherm ore, Japan’s SMEs are benefit ing  from  the 
governm ent’s push toward a  low- carbon econom y, with polic ies encourag ing 
susta inab le business practices.
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4. Germ any

Germ any’s SMEs, or “Mittelstand ,” are the backbone of the Germ an econom y, 
representing 99.6% of a ll businesses and  em p loying over 60% of the workforce. 
Germ an SMEs contribute to m ore than 54% of the country’s GDP, with a  particular 
em phasis on high- qua lity m anufacturing, eng ineering, and  industria l 
technology. Germ any’s dua l education system , which com b ines vocationa l 
tra ining with c lassroom  educa tion, ensures a  skilled  workforce ready for the
dem ands of the Mittelstand . These businesses have a  robust exp ort orienta t ion
and are highly integra ted into g loba l supp ly cha ins. The Germ an governm ent 
supports SMEs through financia l assistance, R&D grants, and favorab le export 
financing. Add it iona lly, Germ any’s polic ies priorit ize susta inab ility, offering 
incentives for SMEs adopting g reen technolog ies. This em phasis on susta inab le 
practices has a llowed Germ an SMEs to rem a in com petit ive while a ligning with 
EU- wide environm enta l goa ls.

5. South Korea

South Korea ’s SME sector is one of the fastest- growing in Asia , accounting for
99.9% of a ll businesses and em p loying about 88% of the workforce. South Korean 
SMEs contribute around 50% of the na tiona l GDP, part icularly in sectors like 
technology, electronics, and b iotechnology. South Korea ’s governm ent has 
p layed an active role in fostering SME growth through various init ia t ives, 
inc lud ing the Sm a ll and Medium  Business Adm inistra t ion (SMBA)  and  program s 
that support R&D, d ig ita liza t ion, and access to internationa l m arkets. In recent 
years, South Korean SMEs have benefited  from  the country’s push towards a 
knowledge- based econom y, with heavy investm ent in high- tech industries and 
innovation. South Korea ’s la rge corporations, or “chaebols,” often collaborate 
with SMEs, provid ing them  with opportunit ies for growth within g loba l supp ly 
cha ins. Moreover, South Korea ’s rap id  d ig ita l transform ation has enab led SMEs to 
thrive in e- com m erce and d ig ita l services, tapp ing into the tech- savvy
consum er m arket.

Com parative Analysis

Each of these countries has developed unique fram eworks to support their SME 
sectors, which p lay cruc ia l roles in job creation, technolog ica l advancem ent, 
and econom ic resilience. While the U.S. and China ’s SMEs benefit from  vast 
consum er bases and access to venture cap ita l, Japan and Germ any em phasize 
qua lity, vocationa l tra ining, and susta inab le practices. South Korea, with its
em phasis on technology and innova tion, provides significant support to SMEs
through collabora tions with la rge corpora tions and a  focus on d ig ita l g rowth.
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This g lobal com parison highlights how stra teg ic governm ent support, innovat ion, 
and a  skilled  workforce contribute to a  thriving SME sector. These factors have 
a llowed SMEs in each country to drive econom ic growth, crea te jobs, and 
contribute to g loba l supp ly cha ins, dem onstra t ing the crit ica l role that SMEs p lay 
in both developed  and em erg ing econom ies.

Africa’s sm all and m edium  enterprise ( SME)  landscape varies significantly 
across the continent, with countries like South Africa, Kenya, Egypt, Morocco, 
and Ghana leading the way in term s of SME contributions to econom ic growth, 
em ploym ent, and innovation. Each of these countries has unique factors 
supporting the developm ent of SMEs, from  digita l ecosystem s to governm ent 
incentives. Here’s an in- depth look at the top five SME ecosystem s in Africa:

1. South Africa

South Africa  has one of the m ost developed SME sectors in Africa , with SMEs 
contributing  around  40% to the nation’s GDP and accounting for nearly 60% of a ll 
em p loym ent. The South African governm ent has taken significant steps to 
support SMEs, includ ing estab lishing the Sm a ll Enterprise Finance Agency (SEFA) 
and other program s within the Departm ent of Sm a ll Business Developm ent. This 
support is cruc ia l g iven the high unem p loym ent ra te, especia lly am ong youth. 
Sectors such as reta il, ICT, tourism , and m anufacturing are particularly popular 
am ong South African SMEs, with a  la rge concentra t ion in urban areas like 
Johannesburg and  Cape Town. The SME sector’s growth is a lso fueled  by an 
estab lished financia l services sector, p rovid ing access to fund ing and a  skilled 
labor pool for asp iring  entrepreneurs.

2. Kenya

Kenya is known for its innovat ive SME ecosystem , with SMEs contributing 
approxim ately 33% of its GDP and em p loying around 80% of the workforce. The 
Kenyan SME sector spans m ult ip le industries, with a  strong presence in 
agriculture, ICT, and reta il. The country’s highly developed  m ob ile m oney 
p la tform , spearheaded by M- Pesa, has revolut ionized financia l transactions, 
enab ling  SMEs to opera te m ore effic iently and access b roader m arkets, even in 
rem ote areas. Kenya ’s governm ent actively prom otes youth and  wom en’s 
entrepreneurship  through the Youth Enterprise Developm ent Fund and Wom en
Enterprise Fund. Add it iona lly, Na irob i has estab lished itself as a  tech hub  in Africa ,
nurturing a  d ig ita l ecosystem  that encourages the growth of tech- based SMEs, 
part icularly in fintech, m ob ile services, and d ig ita l m arketp laces.

3. Egypt

Egypt’s SME sector is p ivota l to its econom ic  structure, contributing
approxim ately 25% to the GDP and provid ing over 75% of the country’s jobs. The 
Egyptian governm ent has intensified  support for SMEs through the Micro, Sm a ll,
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and Med ium  Enterp rise Developm ent Agency (MSMEDA) , which offers tra ining , 
cred it, and  access to m arket inform a tion. The Centra l Bank of Egypt has a lso 
fac ilita ted financing options for SMEs, part icularly through low- interest loans 
a im ed a t stim ula ting entrepreneuria l ventures. Egypt’s SME sector is sp read 
across severa l industries, with a  focus on m anufacturing, agriculture, trade, and 
text iles. The country's la rge popula tion, stra teg ic  geographic location, and 
governm ent init ia t ives have created a  favorab le environm ent for SMEs, 
especia lly those with export potentia l to reg iona l and internationa l m arkets.

4. Morocco

In Morocco, SMEs contribute nearly 30% of the GDP and  em p loy around  73% of the 
workforce. The Moroccan governm ent has taken significant steps to bolster the 
SME sector, part icularly through program s like the Caisse Centra le de Garantie 
(CCG) , which provides financia l assistance and loan guarantees. Moroccan 
SMEs are active in various sectors, inc lud ing agriculture, tourism , m anufacturing, 
and services. Given Morocco’s proxim ity to European m arkets, m any SMEs focus 
on exports, particularly in textiles, hand icra fts, and autom otive parts. The
governm ent is a lso p rom oting d ig ita liza tion and technolog ica l innovat ion within
the SME sector to increase com petit iveness and m arket reach, posit ioning 
Moroccan SMEs to expand beyond trad it iona l sectors.

5. Ghana

Ghana’s SME sector, which includes a wide range of m icro, sm a ll, and  m ed ium 
enterp rises, is vita l to its econom y, contributing an estim ated 70% to
em p loym ent and about 50% to GDP. The Ghana ian governm ent has supported
SMEs through inst itutions like the Nationa l Board for Sm a ll Sca le Industries 
(NBSSI)  and access to cred it through the Ghana Enterprise Agency. SMEs in 
Ghana are la rgely concentra ted in the agricultura l, m anufacturing, and service 
sectors, with significant growth in reta il and food  processing . With in it ia t ives
a im ed a t financ ia l inc lusion and d ig ita l transform ation, Ghana’s SME sector is
gradually m odernizing . Add it iona lly, the boom ing cocoa sector and a  rap id ly 
growing  e- com m erce landscape are crea ting new avenues for SME 
developm ent.
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Entrepreneurship has been a significant 
driver of Nigeria’s economic growth.

Entrepreneurship  and Micro, Sm a ll, and Medium  Enterprises (MSMEs)  in Nigeria 
are c losely linked, as entrepreneurship  form s the founda tion for the crea tion and 
growth of MSMEs. Both a re essentia l to Nigeria 's econom ic structure, contributing 
significantly to em p loym ent, innovation, and GDP growth.

Accord ing  to Schum peter (1934) , entrepreneurship  is seen a s the act of 
innovating and  crea ting  new businesses or products that d isrupt exist ing
m arkets, creating va lue and driving econom ic g rowth. Furtherm ore, the OECD
(2018)  defines entrepreneurship  as the ab ility and read iness to develop , 
organize, and  run a  business enterprise, a long with any of its uncerta inties to 
m ake a  profit.

Nigeria ’s MSMEs account for 96% of the tota l num ber of businesses in the country 
and contribute about 50% to the nationa l GDP. In term s of ownership  structure, 
73% of MSMEs are sole p roprietorships while 14% are priva te lim ited  liab ility
com panies. The ba lance of 13% are Partnerships (6%) , Fa ith based organizat ions
(5%) , Coopera tives (1%)  and Others (1%) . In term s of gender, only 23% of fem a les 
operate form a l SME businesses in Nigeria . SME owners in Nigeria  are typ ica lly 
between the ages of 20 to 60 years old .
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Table 1: Bank of Industry’s ( BOI)  Definition for Micro, Sm all, and Medium - size Enterprise

Enterprise category / 
Ind icator

Micro Enterprise Sm a ll Enterprise Medium - size
Enterprise

Num ber of Em p loyees ≤ 10  >11 ≤50> >51 ≤200

Tota l Assets (₦ )  ≤ 5 m illion  >5 ≤100 m illion  >100 ≤500 m illion

Annual Turnover (₦ )  ≤ 20 m illion  ≤100 m illion  ≤500 m illion

Table 2: SMEDAN National Policy on MSMEs Definitions

Enterprise category / 
Ind icator

Micro Enterprise Sm a ll Enterprise Medium - size
Enterprise

Num ber of Em p loyees ≤ 10  10- 49  50- 199

Tota l Assets (₦ )  ≤ 5 m illion  ≥5 ≤100 m illion  ≥50 ≤500 m illion

Ownership  structure of SMEs
Data Source: SMEDAN, NBS.

In Nigeria , over 41.5 m illion MSME businesses operate in the country, accord ing to 
a  survey conducted by the Nationa l Bureau of Sta tist ics and the SME
Developm ent Agency of Nigeria  (SMEDAN)  in 2018. By 2020 tha t num ber had
dropped  to  39.6 m illion ind icating a  4.5% decrease.  The agricultura l and 
wholesa le or reta il sectors accounted for the la rgest p roportions of inform a l
m icro enterprises (MEs)  operating  in Nigeria  in 2020. In tha t year, the num ber of
wholesa le MEs reached approxim ately 12.8 m illion, while for the agricultura l 
sector, the count reached around  14.8 m illion.
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Strategic entrepreneurship has the 
potentia l to drive significant econom ic 
revita liza tion in Nigeria .

Stra teg ic entrepreneurship  is the integra tion of entrepreneuria l act ions—such as 
opportunity- seeking—with stra teg ic behaviors a im ed a t achieving  com petit ive 
advantage. This approach enables businesses to exp lore new opportunit ies 
while leverag ing exist ing  strengths to create va lue susta inab ly. It  com b ines 
innovation, resource optim iza t ion, and  long - term  stra teg ic p lanning to enhance 
organiza tiona l perform ance and societa l im pact.

Key definit ions −
Hitt et a l. ( 2001) : "Stra teg ic  entrepreneurship  integra tes opportunity- seeking and 
advantage- seeking actions to design and  im p lem ent stra teg ies that create 
wea lth."
Ireland et a l. ( 2003) : "It  involves sim ultaneous opportunity and advantage-
seeking behaviors, lead ing  to superior firm  perform ance."

Kraus et a l. ( 2011) : "It captures efforts to exp loit current advantages while 
exp loring future opportunit ies to susta in success."

By bridg ing entrepreneurship  and stra teg ic m anagem ent, stra teg ic 
entrepreneurship  a llows entrepreneurs to innovate and adap t to dynam ic
m arkets while m a inta ining com petit iveness and  focusing on long - term  goa ls. It
em phasizes resource m ob iliza tion, risk- taking , and susta inab le va lue creation,
m aking  it an essentia l fram ework for growth- oriented  organizat ions in uncerta in 
environm ents.

Key Fea tures of Stra teg ic Entrepreneurship inc lude;
Innovation: Developing new products, services, or processes to address m arket 
gaps.

Opportunity Identification: Recognizing and exp loit ing em erg ing opportunit ies 
in dynam ic environm ents.

Resource Optim ization: Effic iently using financia l, hum an, and technolog ica l 
resources to m axim ize output.

Long- term  Vision: Priorit izing susta inable g rowth while m a inta ining flexib ility to 
adap t to change.

Risk Managem ent: Ba lancing ca lcula ted risks with stra teg ic foresight.
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Stra teg ic entrepreneurship  spurs econom ic growth by encourag ing investm ents 
in innovation and  technology, which are crit ica l for im proving productivity. The 
results in im proved em p loym ent opportunit ies as new businesses em erge from 
entrepreneura l drives. The end result of a ll these a ligning  with each other is a 
vibrant econom y.

Countries like Israel have leveraged  stra teg ic entrepreneurship  through their 
“Startup  Nation,” which integra tes entrepreneurship  into nationa l stra tegy, 
fueling an econom y tha t spends over 4.5% of GDP on R&D and hosts 6,000 
startups. South Korea  has becom e a  leader in technology- driven industries, such 
as sem iconductors and electronics, contributing  significantly to its GDP growth 
by flying on the wings of stra teg ic entrepreneurship .

So how can strategic entrepreneurship can revitalize 
Nigeria ’s econom y? −

Strateg ic entrepreneurship  can p lay very transform ative roles role in addressing 
Nigeria ’s econom ic cha llenges as it has the potentia ls to;

Nigeria ’s over- reliance on oil, which contributes over 85% of its export revenue, 
has left  the econom y vulnerab le to g loba l oil p rice fluctuations, Stra teg ic 
entrepreneurship  can d iversify revenue sources by spurring  growth in other 
sectors such as agriculture, technology and m anufacturing.

With agriculture contributing 23% to GDP a lready, innova tions like prec ision 
farm ing and supp ly cha in op tim iza tion can bolster the sectors contribution to 
GDP. This approach involves integra ting innovation, stra teg ic p lanning , and
resource m anagem ent to address ineffic ienc ies in the sector while unlocking its 
vast potentia l for growth. The agricultura l sector faces severa l cha llenges, 
inc lud ing low m echanization ra tes, poor infrastructure, lim ited m arket access, 
and high post- harvest losses. Addressing these issues through stra teg ic 
entrepreneurship  can lead to higher productivity, increased export earnings, and 
im proved susta inab ility.

Stra teg ic entrepreneurship  has the potentia l to significantly bolster Nigeria ’s tech 
ecosystem . The tech sector, which contributed 18.44% to Nigeria ’s GDP in 2022, is 
a lready one of the m ost vibrant in Africa . Stra teg ic entrepreneurship  can am p lify 
this by addressing  crit ica l gaps and harnessing opportunit ies for growth.

One of the core p illa rs of stra teg ic entrepreneurship  is innova tion. In the Nigerian 
tech space, this involves develop ing and  sca ling d isruptive solutions in fintech, 
edtech, agritech, and hea lthtech. These innova tions are a lready transform ing 
trad it iona l sectors. For exam p le, Nigeria ’s fintech industry ra ised  over $1.2 b illion 
in 2022, accounting for 30% of tota l tech fund ing in Africa . Pla tform s like 
Flutterwave and Paystack exem p lify how stra teg ic  innova tion can crea te
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sca lab le solutions with reg iona l and  g loba l appea l, posit ioning Nigeria  as a  hub 
for technology- driven solutions.

Addressing infrastructure defic its is crit ica l. Nigeria 's m anufacturing sector 
suffers from  unreliab le electric ity supp ly, which adds up to 40% to production 
costs due to the heavy reliance on a lterna tive power sources like generators 
(PwC, 2022) . Stra teg ic  entrepreneurship  can encourage pub lic - priva te 
partnerships to invest in reliab le energy infrastructure, inc lud ing renewable 
energy solut ions such as sola r and wind power. Such init ia t ives could  reduce 
overhead costs and  enhance the profitab ility of m anufacturing firm s.

Diversified industries increase resilience to g loba l shocks, such as fluctua ting oil 
p rices, by creating a lternative revenue stream s.

By fostering growth and innovation across key sectors, the Nigerian econom y 
can be spurred to achieve better results as these key sectors will experience a 
surge in em p loym ent opportunit ies and enhanced productivity.

The challenges facing the MSMEs a lso need to be m itigated for efficiency to be 
achieved. To resolve the challenges faced by MSMEs in Nigeria , a  com bination 
of strategic reform s, infrastructural developm ent, and financia l support 
system s needs to be put in place.

The Financing Challenge − Obta ining finance is the m ost pressing prob lem 
MSMEs face. Fam ily & friends were the m ost used financ ing  for 48% of businesses 
in Nigeria  in the last 12 m onths. Find ings from  the NBS SMEDAN MSME survey 2019 
revea l tha t for m ost enterprises –  both Micro and SMEs –  persona l savings was 
the m ost com m on source of cap ita l. Nationa lly, only 49.5% of SMEs ( that are sole 
proprietorships)  reported having access to bank cred it. Majority of Micro - 
businesses started with less than N50,000 in init ia l startup  costs. Only 4.7% start 
with m ore than N300,000. 75% of SMEs start up with less than N10 m illion in
cap ita l. 6% of MSMEs however start  with over N40m  in cap ita l.

Access to finance, in particular cred it, is a  crit ica l enab ler for the g rowth and 
developm ent of sm a ll and m ed ium  enterprises. The SME cred it  m arket, however 
is notoriously characterized by m arket fa ilures and  im perfect ions. Hence, in
em erg ing m arkets and develop ing  econom ies, 55% to 68% of form a l SMEs are
either unserved or underserved by financia l institutions, lead ing to a  tota l cred it 
gap estim a ted to be USD5.1 Trillion.
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Unskilled Workforce 

Competition 

Multiple taxation

Insufficient cash-flows

Infrastructure deficit (e.g. electricity,
transport deficiencies)

Finding Customers 

Obtaining Finance

7%

7%

7%

14%

15%

16%

22%

Responses showing  the top 7 cha llenges fac ing SMEs
Data Source: PwC SME Survey 2020

A PwC SME Report (2020)  estim a tes the financ ing gap for Nigerian MSMEs to be 
about N617.3 b illion annually (pre- COVID- 19 pandem ic) . Based  on ana lysis of 
da ta  from  the CBN annual sta tist ica l bulletin, sm a ll businesses accounted for less 
than 1% of tota l com m erc ia l banking cred it in 2018. Accord ing to the Nationa l 
Bureau of Sta t ist ics (NBS) , less than 5% of SMEs have been ab le to access 
adequa te finance for working cap ita l and for fund ing business
growth/ expansion. Yet, SMEs st ill contributed a  staggering 50% to GDP.

Find ing  custom ers, infrastructure cha llenges, and lim ited  cash flow are som e of 
the prim ary obstac les for MSMEs in Nigeria , with m ult ip le layers of taxa tion 
add ing to the burden. Businesses often feel that outdated  tax polic ies need 
reform , with grea ter a lignm ent needed across d ifferent governm ent levels. 
Add it iona lly, about 7% of business owners c ite an unskilled  workforce as a 
concern, underscoring the im portance of upskilling  in an increasing ly d ig ita l 
econom y. While m any Nigerian SMEs currently serve m a inly loca l m arkets, d ig ita l 
transform ation and  workforce developm ent could  enhance their g loba l
com petit iveness, especia lly under the African Continenta l Free Trade Area
(AfCFTA)  fram ework, which began in January 2021.

To address the financing issues facing Nigerian SMEs, a  com bination of 
structural reform s, innovative financing solutions, and supportive 
governm ent policies can be im plem ented. Here are several strategies that 
could effectively bridge the financing gap:

Strengthening Microfinance Institutions and Developm ent Banks: Microfinance 
banks and developm ent finance inst itutions like the Bank of Industry (BOI)  and 
Nigeria 's Developm ent Bank can p lay a  key role in SME financing by offering 
accessib le, low- interest loans and  ta ilored financia l p roducts. Expanding  their
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outreach and  capab ilit ies would  a llow them  to better serve SMEs, part icularly in 
underserved areas. Strengthening these inst itutions through regula tory support, 
cap ita l infusions, and partnerships with interna tiona l developm ent organizat ions 
can increase their lend ing capacity.

Governm ent- backed Credit Guarantee Schem es: Cred it guarantee schem es 
help  m it iga te the risk for com m erc ia l banks and  financia l institut ions, 
encourag ing them  to lend to SMEs. By provid ing  part ia l guarantees for loans, the 
governm ent can encourage banks to extend  cred it to sm a ll businesses that m ay 
not have significant colla tera l. The Nigerian governm ent has a lready m ade
m oves in this area with the Cred it Guarantee Schem e for SMEs. Expanding these
schem es and  im proving  transparency can enhance their im pact.

Prom oting Alternative Financing Options: Trad it iona l bank loans are not a lways 
accessib le to SMEs, so a lternative financing sources like venture cap ita l, angel 
investors, and crowdfund ing can help  bridge the gap. Creating an enab ling 
environm ent for these financing m ethods, such as tax incentives for investors or

regula tory support for equity- based crowdfund ing, can encourage their growth. 
In recent years, venture cap ita l investm ent has shown prom ise, particula rly in 
Nigeria ’s tech sector.

Encouraging Fintech Solutions: Fintech com panies in Nigeria , such as 
Flutterwave and Paystack, have started offering  SME- focused products that 
fac ilita te loans, paym ents, and financ ia l m anagem ent. Dig ita l financing 
solut ions from  fintech com panies can ease access to cred it by using a lterna tive 
cred it assessm ents, such as transaction histories and m ob ile paym ent data , to 
assess loan elig ib ility. Support ing these fintech firm s through regula tory
fram eworks that encourage innova tion can help  SMEs ga in access to financ ia l
services.

Im plem enting Targeted Fiscal and Monetary Policies: The Centra l Bank of 
Nigeria  (CBN)  can crea te m ore fund ing program s specifica lly ta rgeted  a t SMEs, 
such as the existing SME Fund . Add it iona lly, polic ies tha t reduce infla t ion and 
stab ilize the

Running Cost Reduction − Electricity costs are am ong the highest operational 
expenses for Nigerian SMEs. The power sector faces cha llenges from 
ineffic iencies and  infrastructure defic its, lead ing  to inconsistent electric ity supp ly 
that ham pers business growth and burdens the econom y. The Internationa l 
Monetary Fund ( IMF)  estim ates that unreliab le power costs Nigeria
approxim ately $29 b illion annua lly. Research from  the Centre for Dem ocracy
Developm ent (CDD)  and SOAS University of London highlights the im pact on 
SMEs, which receive only 1 to 5 hours of electric ity da ily, severely lim it ing  their 
operations. Accord ing to PwC, inadequa te electric ity supp ly is a  crit ica l factor
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forc ing roughly 1 in 7 businesses to c lose each year due to the econom ic stra in 
caused by power shortages.

Responses showing the b iggest cost challenges SMEs face 
Data  Source: PwC SME Survey 2020

The electricity challenges that SMEs face in Nigeria  are significant barriers to 
growth, as unreliable power supply increases operational costs and reduces 
productivity. However, there are several ways to m itigate these challenges:

Investm ent in Renewable Energy: The governm ent and priva te sector can 
increase investm ents in renewable energy solut ions, such as solar and wind 
energy, which a re m ore reliab le and susta inab le than the nationa l grid . The 
Nigerian governm ent has introduced polic ies such as the Rura l Electrifica tion 
Fund (REF) , which provides solar- powered solut ions to underserved areas. Solar 
power can significantly reduce SME reliance on expensive fuel- powered 
genera tors. A study by PwC showed that SMEs could  save up to 40% in 
operationa l costs by using solar energy instead of relying  on d iesel generators.

Governm ent- Private Sector Collaboration for Off- Grid Solutions: Collaboration 
between the governm ent and priva te investors in off- g rid  electric ity solutions is 
another way to reduce energy costs for SMEs. This approach would  involve 
pub lic- private partnerships (PPPs)  focused  on expand ing  the reach of m ini- g rids 
and other off- g rid  power solut ions. In add it ion, p rogram s such as the Nigerian 
Electrifica tion Project (NEP)  provide fund ing for off- g rid  projects that d irectly 
benefit  SMEs in rura l areas.

Prom oting Energy Efficiency Practices: SMEs can be encouraged to adopt 
energy- effic ient technolog ies and practices. The use of energy- effic ient
equipm ent and build ing  m ateria ls can reduce electric ity consum ption and low er
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operational costs. Governm ent- backed program s that provide grants or 
incentives for energy- effic ient upgrades would  a lso be benefic ia l.

Decentralized Power Generation: Encourag ing SMEs to engage in decentra lized 
power genera tion, such as creating  sm a ll- sca le power genera tion system s (e.g ., 
com b ined heat and power system s) , can help  a llevia te power cha llenges. This
m odel a llows businesses to have m ore control over their energy sources,
ensuring greater reliab ility. The Nationa l Power Tra ining  Inst itute of Nigeria 
(NAPTIN)  has been working to tra in businesses in m anag ing these decentra lized 
system s.

Im proved Grid Infrastructure: While off- grid  solutions are essentia l, im p roving 
the na tiona l grid 's infrastructure should  rem a in a  priority. Investm ents in
m odernizing transm ission and d istribution networks would  reduce power
outages and the ineffic iencies that lead to energy wastage. Accord ing  to a 
report by the World  Bank, upgrad ing Nigeria ’s power infrastructure could  save 
the econom y over $29 b illion annually, as im proved electric ity supp ly d irectly 
benefits businesses and  SMEs.

Subsidies and Incentives for SME Energy Use: Provid ing subsid ies or financia l 
incentives for SMEs to insta ll a lternative energy solutions, such as solar panels, 
can lower init ia l setup costs and m ake it m ore a ffordab le. Program s like the Solar 
Power Naija  init ia t ive a im  to m ake renewable energy m ore accessib le for SMEs, 
offering financia l assistance to reduce the upfront costs of solar insta lla t ion .

Taxation Challenges − Nigeria  is the la rgest econom y in Africa  but the country 
lags behind  South Africa , the second largest, in term s of the tax to GDP ra tio. 
Whereas Nigeria ’s tax to GDP is est im ated  a t about 6%, South Africa ’s is 28%, 
while the average tax to GDP in Sub- Saharan Africa  is 17%.

Nigeria  likely has one of the highest num bers of tax authorit ies in the world , 
second only to the United Sta tes. However, unlike the U.S., which benefits from  a 
well- estab lished and centra lized database for tax paym ents, Nigeria 's tax
adm inistra t ion system  is fragm ented and ineffic ient. As a  result, Nigeria ’s tax- to-
GDP ratio is significantly lower than that of the U.S., stand ing a t just a  fraction of 
the 26% ra te observed  in the United  Sta tes.

A PwC survey ind icates that MSMEs in Nigeria  face considerab le cha llenges due 
to the com p lexity of the tax system . The m ult ip lic ity of taxes and levies, lack of 
coord ination between federa l and sta te agencies, and  the absence of a  unified 
d ig ita l p la tform  for tax paym ent m ake com p liance d ifficult  and t im e- consum ing . 
Accord ing  to the Doing  Business 2020 report, Nigerian businesses spend, on 
average, 343 hours per year preparing , filing , and paying  taxes such as VAT, 
profit tax, and labor contributions. On top of this, businesses a re required  to
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m ake an average of 48 separa te tax paym ents each year, further com p lica t ing 
operations.

In an effort to stream line the tax system , the Nigerian governm ent am ended the 
Taxes and Levies Act in 2015, but the result was an expanded list of taxes, from  39 
to 61, with m any of these levies im posed by loca l and sta te governm ents. This 
increase in taxes has only added to the burden for SMEs, significantly im pacting 
their operationa l costs and hindering  their growth potentia l.

25%

26% 21%
17%

4%
28%

Local Government Levies Company Income Tax Value Added Tax (VAT)

PAYE(Personal Income Tax Others

Data showing the m ost d ifficult taxes for SMEs to com p ly with
Data Source: PwC SME Survey 2020

MSMEs in Nigeria  find  com p liance with loca l governm ent levies the m ost 
cha llenging, followed by Com pany Incom e Tax (CIT)  and Value Added Tax (VAT) . 
Severa l factors contribute to this d ifficulty, includ ing the com p lexity of the tax 
system , the m ult ip lic ity of taxes and levies, and the lack of coord ination b etween 
federa l and  sta te tax agencies. Add it iona lly, the absence of a  unified  technology 
p la tform  for tax paym ent adds to the cha llenge, m aking  the p rocess ineffic ient 
and t im e- consum ing.

Other issues include the lack of a  com prehensive tax paym ent schedule or 
notifica tion system , which m akes it ha rder for businesses to stay up to date on 
their ob ligations. Furtherm ore, businesses often face physica l harassm ent or 
int im idation from  loca l tax collectors, exacerbating the cha llenges of
com p liance. Add it iona lly, the absence of fully functiona l tax refund schem es a t
both the sta te and federa l levels further burdens MSMEs, m aking it harder for 
them  to m a inta in financ ia l stab ility and growth.
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To im prove tax revenues and support the profitability and growth of SMEs in 
Nigeria , the following strategies could be considered:

Tax Law Reform s: The current tax system , which g ives each t ier of governm ent 
d istinct taxing  powers, causes overlap and ineffic iency. A m ore stream lined  and 
harm onized approach is necessary. Regula r review and  am endm ent of the tax 
laws through annual Finance Acts could  help  avoid  com p lexity and ensure that 
tax polic ies are up to da te. A shift  towards reducing d irect taxes on incom e and 
increasing ind irect taxes on consum p tion, as seen in m any developed
econom ies, could  provide a  m ore susta inab le fram ework.

Centralized Technology Platform : Im p lem enting a  unified  d ig ita l tax
adm inistra t ion p la tform  would  fac ilita te sm oother tax paym ents, enhance 
transparency, and reduce com p liance costs. By using  a  centra lized  p la tform , 
Nigeria  could  significantly reduce the adm inistra tive burden on businesses and 
encourage m ore t im ely paym ents. This approach could  a lso help  p lug  any gaps 
in the tax system , ult im a tely boosting tax collect ion effic iency.

Single Tax Authority: Adopting a  sing le tax authority m odel, like the UK's HMRC or 
South Africa 's SARS, could  stream line tax adm inistra tion and im prove the 
collection process for both corporate and  persona l taxes. This would  elim inate 
the confusion and ineffic iencies caused  by m ult ip le agencies collecting taxes, 
lead ing to higher com p liance ra tes and  a  m ore consistent tax policy across the 
country.

Form alizing the Inform al Sector: The inform a l sector, which rem a ins la rgely 
outside the tax net, contributes to the significant tax evasion and non-
com p liance issues. By easing the transit ion of inform a l businesses into the
form a l sector, Nigeria  can expand its tax base. This could  involve sim p lifying 
reg istra t ion processes, p rovid ing incentives for form a liza tion, and ensuring  that 
tax collect ion system s for sm a ll businesses are both effic ient and  transparent.

By tackling these areas, Nigeria  can reduce the burden of m ult ip le taxes on SMEs, 
im prove tax com p liance, and foster a  m ore favorab le business environm ent, 
ult im a tely contributing to higher tax revenues and a  m ore robust econom y. 
These reform s would  a lso encourage entrepreneurship  and  job creation, which 
are key to Nigeria ’s econom ic  developm ent.
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How it all comes together

While Nigerian SMEs face num erous cha llenges, addressing key issues such as 
fund ing, reliab le power supp ly, high overhead  costs, and com p lex tax structures 
could  lead to significant revenue growth for the sector. However, est im ating the 
precise im pact is cha lleng ing due to the broad range of obstac les SMEs 
encounter. Beyond fund ing and infrastructure, Nigerian SMEs a lso strugg le with 
inadequa te access to skilled  labor, regula tory red tape, and lim ited d ig ita l 
transform ation. For exam p le, m any SMEs report d ifficult ies in find ing skilled
em p loyees, a  prob lem  com pounded by lim ited  d ig ita l skills in a  rap id ly evolving
m arket. They a lso face issues rela ted to m ultip le regula tory requirem ents and 
com p liance costs, which can hinder growth.

Accord ing  to the Nationa l Bureau of Sta t ist ics (NBS) , Nigerian SMEs face 
considerab le financing  cha llenges, with m ore than 80% of SMEs lacking access 
to form a l financ ia l services. Addressing  this could  lead to increased productivity 
and innovat ion. A study by the Internationa l Finance Corporation ( IFC)  suggests 
that im proving access to finance could  boost SME contribution to GDP by 15- 20%. 
With the Nigerian SME sector currently contributing about 48% of GDP, a  15- 20% 
increase could  add  an estim a ted $15- 20 b illion to Nigeria 's econom y.

As previously sta ted, Nigeria ’s power sector prob lem s cost businesses an
estim a ted $29 b illion annua lly ( IMF) . Im provem ents here would  reduce 
operationa l costs and boost productivity across SMEs, potentia lly increasing 
business revenues by up to 10%, particularly in sectors such as m anufacturing 
and agriculture (PwC) .
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A reduction in overhead costs, part icularly rela ted to unreliab le power supp ly, 
log istics, and regula tory hurd les, could  free up cap ita l for reinvestm ent and 
growth. Accord ing to the World  Bank, SMEs spend about 50% m ore on overhead 
costs com pared to sim ila r businesses in developed  countries, prim arily due to 
poor infrastructure. Addressing these ineffic ienc ies could  im p rove the operating 
m arg ins of SMEs and  increase their profitab ility by an estim a ted 10- 15% annua lly.

Nigeria ’s tax system  rem a ins fragm ented  and burdensom e for SMEs, with m any 
businesses spend ing  significant t im e on com p liance. PwC's report as referenced 
above shows that it  takes, on average, 343 hours annually to com p ly with taxes, 
and the country’s tax- to- GDP ra tio is one of the lowest g loba lly. If tax
adm inistra t ion were stream lined, businesses could  save t im e and resources,
transla ting into higher p roductivity. Accord ing to the World  Bank’s Ease of Doing 
Business Index, stream lining tax paym ents could  boost SME revenues by 
reducing com p liance costs by as m uch as 5- 10%.

Together, these enhancem ents could drive a  potentia l $50 billion or m ore in 
additional revenue, significantly boosting Nigeria ’s SME sector and, by 
extension, the overall econom y. The exact figure depends on the execution 
and scale of reform s, but the growth potentia l is substantia l, particularly if 
im plem ented in tandem  with other reform s that support a  m ore business- 
friendly environm ent.
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