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Journal Editor's  Note: 

 

 

Prof. Tunde Esan, Ph.D 

Extrapolating factors in the development of the economy in Africa has been the fulcrum of the Journal's 

editorial direction. In line with this objective, unlocking opportunities in the oil and gas sector as a catalyst 

for national security, industrial growth and shared prosperity is one of the key focus of this edition. The 

submission of the Hon. Minister of State Petroleum Resources (Gas) in Nigeria Rt. Hon. Ekperikpe Ekpo 

encapsulates some of the factors driving the policy direction of the Nigerian government in the sector and 

the information submitted enriches our knowledge on the current developments in the oil and gas sector. 

Prof. Omotsefe Odejimi submission shed light on the direction of the new economy and the increasing 

role of the financial technology (fintech) and its contribution to credit facilitation in African countries, 

with Nigeria small and median scale enterprises as its focus. The essence and the importance is in looking 

at one of the key transformative tools for expanding financial access and growing the economy in African 

countries. 

The economic and geo strategic relationship between the Arabian Gulf and Africa has been on for 

centuries. The nature, features and characteristics of this relationship, the peculiar geographical setting of 

the two regions is essential in understanding its future. The Journal took a critical look at this and the 

submission will add to our knowledge of the impacts of these engagements, particularly in Africa. 

These and other academic papers in this edition, highlight the editorial policy of international economic 

relations as a centerpiece of our research and writings. 
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UNLOCKING  NIGERIA'S  GAS ADVANTAGE  FOR POWER, INDUSTRY AND GROWTH.  

Rt. Hon. Ekperikpe Ekpo Ph.D 

Honourable Minister  of State, Petroleum Resources (Gas) 

Unlocking opportunities in the gas sector has been at the center of Federal government objectives of using 

Nigeria prime resource; gas as the fulcrum of the energy driven economy. And this is fundamentally in tune 

with not only the Federal government energy aspirations, it also aligns with the broader energy transition. 

It is the foundation of our economic resilience, social stability, and long term national development. In 

addressing the subject, we will equally be looking at the catalysts for an all embracing understanding. 

1. Nigeriaôs Pivotal Moment in the Global Energy Landscape. Nigeria stands today at a defining moment. 

Nigeria proven natural gas reserves as of January 2025 officially  stood at 210.54 trillion  cubic feet, Africa's 

largest, accounting for over 33% of Africa's total gas reserves. It has an estimated lifespan of 

approximately 93 years. This marks a continuous upward trajectory when compared to the previous years. 

It is largely driven by fresh discoveries and advanced technical evaluations. Based on the current report 

the reserve has grown to 215.19 TcF by early 2026. Average national gas production during the year hit 

approximately 7.59 billion standard cubic feet per day; the ninth largest globallyðour nation is positioned 

for transformative growth. Yet, the true value of our gas wealth lies not in reserves alone, but in its impact 

on the lives and prosperity of our people. 

The measure of our progress is found in: 

¶ Megawatts delivered to homes, hospitals, schools, and industries 

¶ Jobs created across the gas value chain; Foreign exchange earned from exports and investments 

¶ Peace, stability, and opportunity enabled through access to clean, reliable energy. 

2. Gas as the Cornerstone of Nigeriaôs Energy Transition 

Natural gas remains central to our transition toward a cleaner, more secure, and inclusive energy future. 

It is our bridge fuel, linking todayôs realities with tomorrowôs low carbon ambitions. 

Gas enables us to: 

¶ Expand electricity access. 

¶ Deepen industrialization. 

¶ Reduce energy poverty, and 

¶ Meet climate commitments in a pragmatic, development-centred manner. 

Under the Renewed Hope Agenda, this administration is committed to entrenching gas as the backbone of 

our national energy architectureðsupported by institutional reforms, regulatory enhancements, and 

investment incentives through the Decade of Gas Initiative. 

3. Key Achievements in Advancing Nigeriaôs Gas Agenda 
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¶ Landmark achievements recorded in the Ministry of Petroleum Resources (Gas) under my 

leadership as Minister of State for Petroleum Resources (Gas), made possible through the support 

of His Excellency, President Bola Ahmed Tinubu, GCFR, and the collaboration of our industry 

partners: 

a. Domestication of LPG Produced In country We successfully championed the domestication of 

LPG volumes produced by upstream operators. The core objective of the our plans and 

programs remain. 

¶ To increase gas production to 10 billion standard cubic feet per day. (BCF/D) by 2027 and 12 

billion standard cubic feet per day (BCF/D) by 2030. 

¶ Zero Gas Flaring: The purpose and plans are to accelerate deep-water gas development and reduce 

drastically if possible eliminate routine gas flaring by 2027. 

This strategic interventions programs has: 

¶ Increased LPG availability for domestic consumption. 

¶ Stabilized the price of this critical household commodity 

¶ Reduced exposure to international price volatility, bringing relief to millions of Nigerian homes. 

b. Resolution of Decades long Gas to power Debt: 

Working closely with the power sector, we achieved the long awaited resolution of legacy debts owed to 

gas producers, following Presidential approval and ratification by the National Economic Council. This 

landmark achievement has restored confidence in the domestic gas market and is unlocking new 

investments in gas supply for power generation. 

c. Strengthening Nigeriaôs Global Standing through Energy Diplomacy. 

This partly centers on securing foreign investments and solidifying Nigeria's position as Africa's premier 

oil and gas hub, with long term plans of advancing transitional gas projects to power both West Africa and 

Europe. The country's foreign energy engaments has led to the African Energy Bank having its 

headquarters in Nigeria. This strategic victory will improve the country's leverage in securing financing 

for its oil, gas and energy projects. Nigeria is equally through its energy diplomacy advancing key 

infrastructure projects like the Nigeria Morocco Gas Pipeline and the African Atlantic Gas Pipeline. The 

initiatives has the aim of supplying natural gas through West Africa to Europe; boosting foreign exchange 

and strengthening geo-political engagements and cooperation. There is also the West African Gas Pipeline; 

an operational 678 km pipeline that supplies Nigeria gas to neighbouring countries like Benin, Togo, and 

Ghana, powering their manufacturing sectors. Nigeria transcontinental gas pipeline projects like these is 

actively linking Nigeria gas fields to regional and international markets and boosting industrialization in 

the West Africa subregion. In line with global decarbonization drive, Nigeria National Energy Transition 

Plans (ETP) include utilizing gas as a transition fuel while improving and expanding its renewable energy 

mix to achieve net-zero targets by the year 2060. Our strategic international engagements culminated in 

the election of a Nigerian as Secretary General of the Gas Exporting Countries Forum (GECF)ða historic 

diplomatic victory that enhances Nigeriaôs influence within the global gas community. 
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d. Nationwide Rollout of the Decade of Gas Free LPG Cylinder  Distribution  Programme. 

We have successfully implemented the nationwide rollout of the Free LPG Cylinder Distribution 

Programme across all six geopolitical zones. This initiative is significantly accelerating the adoption of 

clean cooking, reducing deforestation, improving public health, and supporting our net zero ambitions. 

These achievements demonstrate our resolve to transition from policies on paper to real impact in 

households, industries, and communities across Nigeria 

4. Strengthening Gas to Power for National Growth. Today, gas fuels over 70% of Nigeriaôs on grid 

electricity generation. But to power our industrialization ambitions, we are strengthening the entire gas to 

power chain. 

Our strategic focus includes: 

¶ Long term, commercially viable gas supply agreements for power plants; 

¶ Sustained implementation of the NEC approved debt resolution framework; 

¶ Expansion of critical infrastructureðpipelines, processing plants, and metering systems. 

¶ Deepened collaboration with the power sector to eliminate bottlenecks 

¶ Establishment of a National Gas Infrastructure Command Centre to monitor, coordinate, and 

optimize gas infrastructure nationwide, as approved by President Tinubu. 

5. Gas as the Engine of Industrialization. 

Beyond power, gas is the lifeblood of industryðsupporting agriculture, manufacturing, petrochemicals, 

and transportation. Domestic natural gas consumption has risen to 518.42 billion cubic feet (bcf) driven 

by increased industrial demands, power generation requirements and refineries. Power generation topped 

with 246.14 bcf, industrial growth followed with 125.01 bcf petrochemicals accounted for 16.6 bcf and 

the refineries at 59.33 bcf. There has been a remarkable increase in the domestic consumption, driven by 

the increasing demand in the industrial sector. In the power sector, electricity in Nigeria is generated 

through and thermal and hydro power sources. The primary source of the generation is the fossil fuel, 

mainly from gas which account for 86% of the capacity, reflecting the increasing input of the natural gas 

in the country's economic development. 

Nigeria's natural gas infrastructure is supported by many strategic processing and distribution hubs 

primarily located in the Nigeria Delta region. These hubs serves as the connecting points between upstream 

gas fields, power plants, industrial parks and export terminals like the country's premier export hub; 

NLNG facility in Bonny Island, which processes natural gas for global export. Other gas hubs are located 

in the following places; Delta State Hubs Utorogu and Escavos. Rivers State hub Obiafu-Obrikom: a critical 

central processing hub operated by TotalEnergies. Others are Bayelsa State Hub Anyala and Brass; located 

in the core of the Nigeria Delta. Anyala is a key offshore hub that integrates with the Brass LNG for 

regional and international distribution. 

There is an increasing wider adoption of LPG and CNG for households, transport, and SMEs; 
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¶ Small scale and modular gas commercialization to empower entrepreneurs and host communities. 

These efforts are moving Nigeria from exporting molecules to exporting value, accelerating our 

evolution into a competitive, industrial economy. 

6. Strengthening Policy and Regulatory Foundation. The Petroleum Industry Act (PIB) provides a 

transparent, commercially grounded framework for investment. The Act contains provisions that are 

aimed at enthroning efficiency, profitability and the protection of Nigerians. The acts ensure sustainable 

development and management of the Nigeria oil and gas industry with transparency, effectiveness and 

efficiency. The Act equally covers the administration of the upstream and the downstream operations 

paying attention to the management of Petroleum, Gas, and Petroleum liquids. It covers third party access 

to infrastructure and encourages competitive markets. We are conscious of Section 103 of the Act where 

players in the oil and gas sector are obligated to contribute resources for environmental management plans 

and rehabilitation and management of the negative environmental impacts, if and when the need arises. 

In line with this, we are working closely with NUPRC, NMDPRA, NNPC Limited, and private sector 

partners to: 

¶ Ensure costreflective pricing 

¶ Simplify licensing processes 

¶ Grow local content 

¶ Shorten project delivery timelines. 

Nigeria is not just a market of promiseðit is a platform of reform, resilience, and sustainable returns. 

7. Energy Access as a Driver of Peace, Equity, and Regional Stability. 

Energy access is a catalyst for peace, national cohesion, and social equity. By expanding access to clean 

energy, we: 

¶ Reduce inequality, 

¶ Empower communities 

¶ Create pathways for youth innovation and enterprise. The ministry is fully committed to the 

implementation of the Section 259 of the PIB Act, which makes specific provisions for the host 

communities. This is in line with the government objective of undertaking infrastructural 

development in the host communities, facilitating economic empowerments, advance and 

propagate educational developments , and generally assisting in the developmental purposes that 

benefits the host communities. 

Regionally, Nigeriaôs gas advantage strengthens West Africaôs energy security through LNG exports, 

pipelines, and cross border cooperation, while advancing a just and inclusive global energy transition. 

8. Conclusion, In closing, I reaffirm the unwavering commitment of the Federal Government of Nigeria, 

under the leadership of His Excellency, President Bola Ahmed Tinubu, GCFR, to building a gas driven 

economy that delivers prosperity at home and credibility abroad. Together, let us harness gas as: 
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¶ An instrument of peace 

¶ A driver of industrial transformation 

¶ A pillar of our shared future. 

May God bless the Federal Republic of Nigeria. 
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ARABIAN  GULF AND AFRICA:  ECONOMIC  AND GEO-STRATEGIC  RELATIONSHIPS  

Prof. Tunde Esan 

 

      ABSTRACT  

 

While no African state share direct land border with the Arabian Gulf, strategic engagements and 

cooperation has been on for centuries. Geographical links through the narrow maritime corridors ensures 

cooperation and engagements fostered and encouraged by history and social economic interests. The 

Arabian Gulf is located in Western Asia, bordered by countries such as Iran, Iraq, Kuwait, Saudi Arabia, 

Bahrain, Qatar, the United Arab Emirates, and Oman. However, several East African nations are closely 

linked to the region via the Red Sea and the Gulf of Eden. For example, Djibouti: situated in East Africa 

on the Gulf of Aden, serves as a key security partner to Saudi Arabia and the United Arab Emirates. There 

is Eritrea: an African country on the Red Sea that, along with Djibouti and Sudan, is part of the Red Sea 

Cooperation Council, formed with Gulf nations. Somalia: Faces the Gulf of Aden, acting as part of the 

maritime corridor between the Horn of Africa and the Arabian Peninsula. Egypt: located in North Africa, 

with its Sinai Peninsula extending to Asia. It is positioned by the Red Sea, which is the closest body of 

water that connect to the Persian Gulf, promoting historical social and economic linkages. This strategic 

geographical features and history is to a large extent the basis of the economic cooperations that extends 

beyond the closest African countries to the Persian Gulf. From Morocco to Tunisia, from Mali to Sudan, 

the uniqueness of this historical linkages and the geostrategic interests of the Arabian Gulf stretches far 

beyond the religious affinities between the countries and the annual pilgrimages associated with it. 

Geography and economic relations are more often than not, related and the endogenous and exogenous 

effects of regional engaments are interwoven; Arabian Gulf and Africa is not an exception. This and major 

economic engagements and relationships in Africa and the Gulf states is the basis of the study. 

 

 

Keywords: Historical antecedent, geostrategic interests, Gulf, relationship, regional interest, multi-

lateralism. 

 

 

Introduction:  

The relationship between the Arabian gulf and Africa is deeply influenced by geography and historical 

antecedents. The famous Mansa Musa pilgrimage to Mecca; 1324-1325 might have been a turning point 

that shaped the social economic relation of Mali Empire and the Arabian Gulf; a defining moment because 

of its show of opulence, but fundamental to its prominence was the burgeoning trade in ivory and gold 

with Arabian Gulf by the Mali Empire which covers a substantial part of the modern West Africa sub 

region and parts of the Maghreb; commercial exchange that predate Mansa Musa's ascension to power. 

After the Berlin conference (1884-1885) there was a wave of migration from West Africa and the Maghreb 

to the Arabian Peninsula by people who were resisting colonisation. 
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The Arabian Gulf countries: Saudi Arabian, United Arab Emirates, Iran, Qatar, Oman, Iraq are defined 

by close maritime proximity, historical trade routes, and similar environmental characteristics. This makes 

the two regions particularly the Horn of Africa to be closely related. The Red Sea historically contributes 

to economic and social engagements between the two regions. It is the connecting point between North 

Africa and the Arabian peninsula; particularly the North Eastern countries of Sudan, Eritrea, Djibouti and 

Somalia. Historically the Horn of Africa has been an important geographical channel to secure bilateral 

exchange in trade and agricultural products with countries like Saudi Arabian, UAE and Qatar. The effect 

of geography and environment like arid climate makes it inevitable for them to rely on the river systems 

like Nile river and its tributaries for survival and commercial exchange. The region seaways include the 

Suez Canal connecting the Mediterranean Sea to the Red Sea. Trade routes between the Gulf and Africa 

covers the Eastern parts of North Africa; the greater Maghreb which is a connected strategic space linking 

the Mediterranean, Sahel, and the Atlantic with Morocco and Mauritania; equally serving and functioning 

as Atlantic gateway. 

For centuries, the Red Sea and the Gulf of Aden; Yemen to the north, Somalia to the south and Djibouti 

to the west were invaluable channels for commercial and cultural exchange. African scholars travelled to 

Arabia not only for intellectual exchange but equally for exchanging information about commercial 

opportunities. With this and many informal exchanges encouraged by history and economic interactions , 

traders from the Gulf developed economic ties along the East African coast. 

 

 

Strategic Engagements: Arabian Gulf  and Africa  

The Gulf Arab states, are Saudi Arabia, UAE, Qatar, Kuwait, Oman, and Bahrain. These nations are fairly 

developed economies powered by oil and gas, tourism, financial services and sovereign wealth funds. 

They are members of the Gulf Cooperation Council (GCC). Of the countries Saudi Arabia is the largest 

country, holding a dominant role in regional politics and oil production.United Arab Emirates (UAE) is 

reputed for its business hubs, others are Qatar: A major global exporter of liquefied natural gas 

(LNG).Kuwait: a major oil producer, Oman and Bahrain, all characterised by unique geographical 

locations and interdependent economies. 

The GCC countries have been showing interest in Africa for a long time particularly since the beginning 

of the new millennium. Historically, the Gulf economic interests are focused on port access, and food 

security. 

The Gulf Cooperation Councils deepening engagement with Africa is equally driven through multilateral 

organisations. The joint participation of Gulf states and African states in international groupings like G20, 

Organisations of Petrol Exporting Countries (OPEC) and Organisation of Islamic Countries provides an 

avenue for economic and security exchange and cooperation. By leveraging on these international 

platforms, the Gulf states promote it's ties with Africa in particular. Key areas of the economic cooperation 

is the energy sector, where OPEC has been playing key roles coordinating petroleum producing nations 

to stabilize oil markets. Saudi Arabia, Kuwait, Nigeria, Equatorial Guinea and Gabon are OPEC members. 
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Through strategic engagements among OPEC member nations, key investments in Africa's oil and gas 

infrastructure. At the annual OPEC Africa Energy Dialogue in 2024, African leaders secured financing for 

energy initiatives. 

The BRICS (Brazil, Russia, India, China and South Africa) has equally emerged as a key platform for 

cooperation between African countries and the Gulf, particularly with UAE formally joining in 2024 and 

Saudi Arabia considering the possibility of becoming a full member. Uganda and Nigeria are 'partner' 

countries. 

At the COP 28, UAE announced a 4.5 billion USD fund for energy transition efforts in Africa. In 2023, 

Saudi Arabia hosted 43 Heads of States in Riyadh; Saudi-Africa Summit, where discussions on 

identification of mutual interests in mining, agriculture and energy took place. Under a major diplomatic 

platform, economic agendas were fashioned. In 2018, UAE and Saudi Arabia contributed $130 million to 

the joint force combating violent extremism in the Sahel region, supporting countries like Burkina Faso, 

Mali, Mauritania, Chad and Equatorial Guinea, therefore fostering the efforts at ameliorating the effects 

on the economy. 

At the individual country level, Saudi Arabia has been projecting soft power through its engagements in 

Africa. Characterized by a strategic transition from pilgrimages and religious tourism to development 

focussed engagements; Saudi Arabia combines geopolitical ambition and commercial interests. The old 

model of religious outreach is giving way to long term interests in infrastructure and investment. Three 

areas are of interest to Saudi Arabia: critical minerals, agriculture and skilled labour. This is helping 

African countries in the emerging multipolar funding landscape. Of note are the Saudi Arabia and UAE's 

joint commitment to Sudan's agricultural sector. The Saudi-Arabia -African Economic Conference in 

Riyadh November 2023, hosted leaders from over fifty Mid Eastern and African countries. As of 2026 

Saudi Public Investment Fund and other agencies pledged $533 million for various projects in about 12 

African countries. 

With Saudi Arabia vision 2030, minimal engagements in parts of Africa has given way to core investment 

agenda. Their engagement with Sudan, Ethiopia, Eritrea is part of Vision 2030 that was launched in 2016. 

It cast the Horn of Africa as a critical frontier for finding solution to Saudi Arabia water shortage. As part 

of the solution effort, Saudi Arabia decided to enhance domestic production and secure sustainable food 

production and supplies by investing in agriculture in parts of Africa. In 2011 Saudi Star Agriculture and 

Irrigation Project, a private venture capital led by Saudi-Ethiopia billionaire Mohammed Al Mordi under 

the kingdom's Initiative for National Food Security had leased 10000 hectares for rice production. In 

Eritrea, Saudi has a multi billion dollar deal to develop Eritrea's Assab seaport. 

In trade relations and exchange; in 2019 Saudi Arabia exported US$3.69 billion worth of goods to South 

Africa while South Africa exported US$829 million worth of goods to Saudi Arabia, comprising mainly 

of minerals. Non oil exports from Saudi Arabia to Africa grew at an annual rate of 5.96% from the year 

2018 to 2022. 
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Behind the firce and persistent interest and investment of UAE in Africa are long term policy of 

maintaining dominant position vis a vis their geo-economic interests and economic competitors. 

UAE and Africa relations predates the present. Like most of the Gulf states, there have been historic 

exchanges across the Red Sea and Indian Ocean corridors. In the past decade, it has become a key 

economic actor in Africa. Africa faces an infrastructure gap. The infrastructure gap is estimated at about 

$150 bn annually and the realization of this, is a factor spurring UAE investment interest. With bilateral 

trade estimated at more than USD 60 billion annually, Emirates investment emphasis is in ports, energy, 

finance and agribusiness across the continent, the core areas of investments are central to both side's 

growth strategies. In its soft power projection, it has shown interest in Sudanese farmland and ports as 

reflected by the US $6bn agreement signed between AD Ports Groups and Invictus Investment. Though 

its investment in Sudan has come under close scrutiny because of its perceived support for the paramilitary 

Rapid Support Forces (RSF). 

In April  2025 the Secretary General of the African Continental Free Trade Area (AfCFTA) Wankele Mene 

visited UAE Minister of State Shaik Sharkhbout bin Nahyan Al  Nahyan in Abu Dhabi. The two discussed 

strengthening cooperation in infrastructure and digital architecture. They expressed their shared 

commitment in driving sustainable economic growth through UAE Africa relations with focus on public 

and private partnerships. AfCFTA reduction of trade barriers, stimulation of industrialisation and 

encouragement of investment beyond natural resources have been central in the attraction of UAE 

investments. The corridor and the roadway is not a one way traffic. African governments and businesses 

are seeing UAE not only as a source of capital but a link to the global market. Abu Dhabi and Dubai is a 

commercial nerve center and a hub where African entrepreneurs can raise funds and connect with the 

global business leaders and agents. Between 2019 and 2023 , UAE committed more than $110 billion in 

investments across Africa, the highest by any single country ain a five year period. Under the Africa Green 

Investment Initiative, $4.5 bn has been mobilised to accelerate clean energy program. Abu Dhabi based 

renewable energy company Masdar is leading a $10 bn Africa programme. In the economic cooperation 

the development of infrastructure is central. Abu Dhabi based company DP World continues to expand 

operations across Africa ports. This includes $1 bn upgrade of Dar Es Salam Port in Tanzania. The 

cooperation of UAE with Africa is forging ahead and yielding results. UAE and Senegal will be co-hosting 

the 2026 UN Water Conference from December 2-4, highlighting a shared commitment between Africa 

and UAE in advancing and promoting water security and sanitation. 

Similar to the relationship that UAE maintains with Africa Qatar has maintained a very healthy economic 

relations with Africa focusing on investments in mining, agriculture and infrastructure with countries like 

DR Congo, Mozambique, Zimbabwe, Botswana and Burundi. The investment drive is spearheaded by the 

ruling Al-Thani family whose holding company Al Mansour Holdings pledged between $103B-$135B 

investment over a period of time. Democratic Republic of Congo will receive the single largest with 

investment pledge of $21 billion, US$20 billion for Mozambique, US$19 billion each going to Zambia 

and Zimbabawe, Burundi and Rwanda is scheduled to receive US$12 billion in investment with 

investment focus on hydrocarbons, mining and agriculture. The annual Qatar/Africa Business Forum, a 
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business platform established in 2022, has been a dynamic meeting point for collaboration by Africa 

Leaders and business executives. The institutional strategic partnership was further demostrated with 

Qatar investment in aviation infrastructure. Qatar acquired 60% stake in Rwanda Bugesera International 

Airport project, designed to accommodate seven million passengers annually, with a second phase 

expansion planned to increase its capacity to 14 million passengers in 2032. On the humanitarian front, 

Qatar Fund for Development, Education Above All and Qatar Charity has launched extensive initiatives 

across the continent, with interventions in critical areas of education and community development. Qatar 

Airways has been strengthening inter regional connectivity by airlinks to several key economic capitals in 

Africa, improving passenger and cargo movements; positioning Doha as a bridge for strategic cooperation 

and commercial engagements between Arabian Gulf and Africa. 

Kuwait has a long and historic relationship with Africa. Kuwaiti Fund for Arab Development (KFAED) 

has been supporting infrastructure and development projects across the continent since it's was established 

in 1961. 

The fund has financed 540 development projects in more than 50 African countries with a total value of 

more than $11.4 billion. It represent about 57 percent of it's total foreign investments globally. It offer 

loans, grants and technical assistance to various programs geared towards the development of African 

nations. This has contributed to economic development in Africa. Central to Kuwaiti development policy 

are it's key institutions: Kuwaiti Fund for Arab Economic Development and Kuwaiti Investment Authority 

(KIA) . KIA  which is one of the oldest sovereign wealth funds in the world manages assets in the excess 

of USD 700 billion. The two key institutions enable Kuwait to combine economic investments and 

strategic engagements with its partner countries particularly in Africa. This is partly through partnership 

with AfDB. it's partnership and memorandum of understanding with AfDB underscore it's commitment 

to renewable energy, food security and infrastructure. And with transformative programs like Desert-to-

power and Technologies fo African Agricultural Transformation (TAAT) Kuwait has been establishing 

it's role as a bridge between the Gulf states and larger development agenda in Africa. 

Oman has longstanding relationship with Africa. Relationship rooted in maritime trade and merchandise. 

For some periods in history, Zanzibar in East Africa was part of the Omani Empire and in 1832 Sultan 

Said bin Sultan for a short period of time moved his court to Zanzibar, effectively making Zanzibar the 

capital of the Omani Empire. This has had a long term effect on Zanzibar, turning it to a commercial hub. 

Long before the nineteen century, the geo strategic importance of the East Africa has not been lost on the 

Omani merchants, investing in the timber production in parts of East Africa and building boats for 

shipment of goods to parts of the Middle East. The outcrop of these commercial exchange has been carried 

over. Oman is improving it's ties and diplomatic relationships with countries in East Africa to open new 

markets and Port development. Oman and Tanzania are seeking new partnerships. In February 2021 

Tanzania's Zanzibar and the Oman Investment Authority signed memorandum of understanding aimed at 

implementing a master port development. The agreement involved the development of major ports in the 

coastal areas of Mangapwani and Bumbwini in the Zanzibar archipelago. For Oman, Tanzania is a 

potential strategic gateway to many countries on the continent. 
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Egypt has a long-standing relationship with GCC, and the Gulf nations are the primary source of foreign 

direct investments for Egypt; the foreign direct investments that are critical to the growth and prosperity 

of Egypt providing essential foreign currency inflows. Gulf Cooperation Council has poured tens of 

billions of dollars in grants, Central bank deposits, and investments to help Egypt overcome economic 

challenges over the years. Conversely Egypt is equally of strategic importance to the GCC, controlling the 

strategically vital Suez Canal. It is a 193 kilometer man-made waterway that connect the The 

Mediterranean Sea to the Red Sea. It serves as a vital maritime route between Asia and Europe. The Red 

Sea is of strategic importance to the Gulf countries such as Saudi Arabia, Kuwait, Qatar and UAE as it 

serves as the maritime gateway for energy exports to Europe and North America, to Asia and Europe 

facilitating the movements of goods through major shipping lanes like Suez Canal, Bab el Mandeb Strait. 

It has choke points like Strait of el Mandeb through which a large portion of the world trade flows. Over 

the centuries, it has contributed to shaping the geo political dynamics in the Middle East. It's strategic 

importance resonates; shaping the economic climate of the present. Egypt is important in ensuring security 

of those strategic waterway. It's ownership of the Sinai Peninsula gives it control over the Eastern side of 

the Red Sea, because of this, it's ability as a powerlink in ensuring stability in times of regional turmoil 

is enhanced. Another landform in Egypt that is strategic importance is Sinai Peninsula; 61,000 square 

kilometer region located in the easternmost province of Egypt. It is bordered by global shipping artery of 

the Suez Canal and Gulf of Suez to the west, the Mediterranean Sea to the north, and the Red Sea to the 

south. It acts as a crucial land bridge between Africa and parts of Middle East and it's a transit zone for 

regional commerce and tourism. It is these strategic location of Egypt that has determined it's engagements 

with the countries in the Gulf for centuries and because of these, Egypt is viewed as a security cornerstone 

for the Gulf. 

Horn of Africa region: Somalia, Djibouti, Eritrea, Ethiopia is a region rich in critical minerals like gold, 

oil, and vast arable land. Because of its strategic location: located between Bab El Mandeb Strait and the 

Red Sea, it is an important transit point for commercial maritime vessels connecting three continents: 

Asia, Europe and African markets. According to the International Monetary fund, approximately 15% Of 

global trade passes through these channels. It's geostrategic importance enables the GCC countries to 

continue to show investment interests. In the Horn of Africa , the countries rely on the remittances from 

the citizens working in the Gulf states in boostering it's foreign exchange inflow, thereby contributing to 

the alleviation of poverty and socio-economic challenges. Total value of trade between some countries in 

the Horn of Africa and Saudi Arabia between 2017-2021 are as follows: Ethiopia; $1,371,497.24, Sudan 

$5,759,145.25, Somalia $585,404.92, South Sudan; $7,192.13. Eritrea; $24,786.61. 

The value of trade between UAE and countries in the Horn of Africa between 2017-2021 is as follows: 

Djibouti; $4,052,361.81, Eritrea; $1,308,260.43, Ethiopia; $4,744,679.10, Somalia; $6,397,363,60. 

Sudan; $15,001,068.1, South Sudan; $1,149,511.35 (Source: World Bank Country Profiles, 

https://wts.worldbank.org/.) 

Because of its strategic location as a maritime gateway Djibouti maintains a strong and mutually beneficial 

relationship with the GCC countries. Saudi Arabia is developing energy infrastructure in Djibouti. It is 

https://wts.worldbank.org/
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developing a $12.7 billion Damerjog International refinery and Saudi Logistics City to boost and enhance 

the regional trade. Total trade flow between Saudi Arabia and Djibouti between 2017 to 2021 are 

$2,494,700.54. With almost $14 billion in investments from Gulf states, and it's companies; Djibouti with 

a population of 1.1 million is the beneficiary of the highest level of per capital investment in the Horn of 

Africa and the East Africa. 

In the Afrximbank Research report titled (Rising Gulf Investment in Africa- Unlocking Opportunities and 

Navigating Challenges ' released in 2014, Gulf exports to Africa climbed from $30 billion in 2016 to $51 

billion in 2023. Prominent African trading partners for the Gulf Cooperation Council are Nigeria, Kenya, 

Morocco, Sudan and Eritrea. 

On remitances to Africa, the Middle East, particularly the Gulf played an important role, contributing 27 

percent of the total remittance flow to Africa in 2022. Egypt was the leading recipient followed by Nigeria 

significantly boosting foreign reserves. 

In the sub Saharan Africa, Nigeria is boosting its relationship with Gulf Cooperation Council. Trade with 

UAE exceeded $3 billion in 2022. Saudi Arabia and Qatar maintains robust trading relationship with 

Nigeria. Nigeria with the largest population in Africa offers great opportunities for GCC diverse economic 

interests in Africa, and it's foreign policy is increasingly focussed on pragmatic diplomacy particularly 

with the Gulf states to enhance economic growth. In March 2026, Nigeria UAE signed a $200 million pact 

to develop defence technology, cyber capabilities, and satellite infrastructure. One of the cardinal objective 

is to position Nigeria as a regional technology hub. Following high level contacts, the relationship between 

Qatar and Nigeria is improving. Qatar is exploring business and investment opportunities in Nigeria's 

agriculture. 

Nigeria has a long standing relationship with Saudi Arabia reflecting centuries old economic and social 

cultural ties. In the past decade, the focus has been on industrial development, renewable energy, and 

infrastructure investments, aimed at driving economic growth, job creation and poverty reduction. In 2019, 

Nigeria exported $22.4 million worth of goods to Saudi Arabia with charcoal as the chunk of the export. 

In the same year, Saudi Arabia exported $334 million of goods to Nigeria. 

 

 

CONCLUSION 

The historic relationship between Africa and Gulf states bears a fundamental stamp of a consistent 

engagement at different levels. While African countries are beneficiaries of some of the largest capital 

inflows; over the last decade, GCC countries have collectively invested over $100 billion in Africa. Saudi 

Arabia and Qatar have invested $25.6 and $7.2 billion respectively. Yet the geostrategic calculations of 

the GCC countries motivating these cannot be ignored. Leveraging on Africa countries location , 

geography, its resources vis a vis the Middle East for long term economic and political benefits, are huge 

and monumental. This can only be a welcome development for many of the African countries, as they 

navigate the curve between multidimensional poverty and assymetric economic prospects. Combined with 
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this is the growing human capital exchange between the two regions. Remitances inflow from GCC 

countries to Africa is growing, with over $28 billion flowing to Sub-Saharan Africa in 2023. They formed 

parts of the critical intervention fund covering food, education and provision of health services in many 

communities across Africa. 
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Abstract 

This study examines the impact of fintech (digital) lending on the performance of Small and Medium 

Enterprises (SMEs) in Nigeria, focusing on revenue growth, employment, and firm survival. Despite their 

importance to economic development, SMEs face persistent financing constraints due to stringent lending 

conditions in traditional banking. Fintech platforms have emerged as alternative credit sources, but 

empirical evidence on their causal effects remains limited. Using panel data from 2015ï2025, the study 

applies Fixed Effects, Random Effects, Difference-in-Differences (DiD), and logit models to estimate the 

impact of fintech lending. The results show that access to digital credit significantly improves SME 

performance. Fintech lending increases revenue growth by 12.4% (ɓ = 0.124, p < 0.01) and employment 

by 7.2% (ɓ = 0.072, p < 0.05). It also enhances firm survival, raising the likelihood of survival by 

approximately 70% (ɓ = 0.533, p < 0.01). The DiD results confirm a causal effect, indicating that fintech 

borrowers outperform non-borrowers by 13.8% (ɓ = 0.138, p < 0.01) after adoption. However, the findings 

reveal that the benefits of fintech lending are conditional. The negative effect of leverage suggests that 

excessive borrowing may weaken firm performance and reduce survival prospects. Overall, the study 

concludes that fintech lending is a significant driver of SME growth and resilience, but its effectiveness 

depends on responsible usage. The study contributes to the literature by providing causal evidence and 

offers policy insights for enhancing sustainable digital finance. 

Keywords: Fintech lending; SME performance; Digital credit; Financial inclusion; Firm survival 

 

 

1. Introduction  

Access to finance has long been recognised as a critical determinant of firm performance, particularly for 

Small and Medium Enterprises (SMEs) in developing economies. In countries such as Nigeria, SMEs play 

a pivotal role in employment generation, innovation, and economic diversification. Despite their 

importance, these enterprises continue to face persistent constraints in accessing formal credit, which 

significantly limits their growth potential and long-term sustainability. 

Traditional financial institutions, regulated by the Central Bank of Nigeria, typically impose stringent 

lending conditions, including collateral requirements, high interest rates, and extensive documentation 

processes. These requirements disproportionately exclude SMEs particularly micro and informal 

enterprises that often lack formal financial records or sufficient assets from accessing credit. 

Consequently, many SMEs rely on informal financing sources, which are frequently inadequate, 

mailto:odejimi.deborah@iuokada.edu.ng
mailto:drodejimi@gmail.com
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unreliable, and costly. This structural financing gap has been widely documented as a major impediment 

to SME development (Beck, Demirgüç-Kunt, & Maksimovic, 2005). 

The rapid advancement of financial technology (fintech) has introduced new pathways for addressing 

these constraints. Digital credit, delivered through mobile applications, online platforms, and algorithmic 

credit scoring systems, has emerged as a transformative tool for expanding financial access. Fintech 

lending platforms such as Carbon, FairMoney, and Branch International leverage alternative data sources 

including transaction histories and mobile usage patterns to assess borrower creditworthiness. Reducing 

information asymmetry and transaction costs, these platforms enable faster, more accessible, and often 

collateral-free credit delivery (Claessens, Frost, Turner, & Zhu, 2018). 

The emergence of digital credit aligns with broader financial inclusion initiatives promoted by 

organisations such as Enhancing Financial Innovation & Access, which aim to expand access to financial 

services across underserved populations. From a theoretical perspective, improved access to credit should 

facilitate firm growth by enabling investment in productive activities, smoothing cash flow, supporting 

business expansion, and enhancing operational efficiency. Empirical evidence supports this view, 

indicating that financial access is positively associated with firm performance outcomes such as revenue 

growth and employment generation (Ayyagari, Demirgüç-Kunt, & Maksimovic, 2011). Furthermore, 

access to finance can strengthen firm resilience, reducing the likelihood of business failure and improving 

long-term survival prospects. 

However, the impact of digital credit on SME performance is not unequivocally positive. While fintech 

lending expands access to finance, it also introduces new risks, including high interest rates, short 

repayment cycles, and the potential for over-indebtedness. In contexts characterised by limited financial 

literacy, easy access to credit may lead to suboptimal borrowing decisions, thereby undermining business 

sustainability (Frost et al., 2019). These concerns raise important questions about whether digital credit 

serves as a catalyst for sustainable SME growth or merely provides short-term liquidity relief. Despite the 

rapid expansion of digital financial services in Nigeria, empirical evidence on the causal impact of fintech 

lending on SME performance remains limited. Existing studies tend to focus primarily on access and 

adoption rather than measurable outcomes such as revenue growth, employment generation, and firm 

survival. Moreover, many analyses rely on cross-sectional data, which constrains the ability to establish 

causality and limits the robustness of policy-relevant conclusions. 

This study addresses these gaps by examining whether access to digital credit improves SME performance 

in Nigeria, with a focus on three key outcomes: revenue growth, employment generation, and firm 

longevity (survival). Employing panel data and rigorous econometric techniques, the study seeks to 

provide robust causal evidence on the role of fintech lending in SME development. 

Understanding this relationship is critical for multiple stakeholders because it provides insights into the 

design of regulatory frameworks that balance financial innovation with consumer protection, highlights 

the conditions under which digital credit can deliver sustainable value, and offers SMEs a clearer 

understanding of the potential benefits and risks associated with digital borrowing. 



20  

1.2 Statement of the Problem 

SMEs in Nigeria continue to face binding financing constraints despite the expansion of formal financial 

services. Conventional banking, regulated by the Central Bank of Nigeria, has not sufficiently met SME 

credit needs due to persistent structural barriers, including information asymmetry, high transaction costs, 

and institutional risk aversion. As a result, many SMEs remain credit-constrained, limiting their ability to 

invest, expand, and compete effectively. While fintech lending platforms have emerged to bridge this gap 

by offering faster and more accessible credit, it remains unclear whether such access translates into 

sustained improvements in firm performance or merely alleviates short-term liquidity pressures. 

More specifically, there is limited understanding of how fintech lending affects key dimensions of SME 

performance namely revenue growth, employment generation, and firm survival. Although digital credit 

can ease working capital constraints, its typical features such as high interest rates and short repayment 

cycles may restrict productive investment and labour expansion. Consequently, access to fintech loans 

may not necessarily result in long-term growth or job creation. Furthermore, while improved access to 

finance is theoretically associated with enhanced business resilience, the risk of over-indebtedness raises 

concerns that digital borrowing could, in some cases, increase the likelihood of firm distress or exit. 

Empirically, the problem is compounded by the lack of rigorous evidence on the causal impact of fintech 

lending on SME outcomes in Nigeria. Existing studies are generally limited in scope, often relying on 

cross-sectional data that fail to account for selection bias and unobserved heterogeneity. This weakens the 

reliability of conclusions and constrains evidence-based policymaking. Against this backdrop, this study 

examines SMEs in Nigeria over the period 2015ï2025 a decade marked by rapid expansion in digital 

lending and focuses explicitly on three performance indicators: revenue growth, employment, and firm 

survival, with the aim of providing robust, policy-relevant empirical evidence. 

1.3 Research Objectives 

The main objective of this study is to examine the impact of fintech lending on the growth and survival of 

SMEs in Nigeria while the specific objectives are to: 

1. Determine the effect of fintech lending on SME revenue growth 

2. Assess the impact of fintech lending on employment generation 

3. Examine the effect of fintech lending on SME survival 

4. Compare the performance of SMEs with and without access to digital credit. 

 

1.4 Research Questions 

The study seeks to answer the following questions: 

1. Does access to digital credit improve SME revenue in Nigeria? 

2. What is the effect of fintech lending on employment in SMEs? 

3. Does fintech lending enhance SME survival? 

4. Are there differences in performance between fintech borrowers and non-borrowers? 
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1.5 Research Hypotheses 

The study tests the following hypotheses: 

¶ H : Fintech lending does not significantly improve SME revenue 

¶ H : Fintech lending has no significant effect on SME employment 

¶ H : Fintech lending has no significant enhancement on SME survival 

¶ H : There is no significant difference in performance between fintech borrowers and non-

borrowers. 

 

2. Literature  Review 

2.1 Conceptual Review 

Fintech lending refers to the provision of credit through digital platforms that utilise technologies such as 

artificial intelligence, big data analytics, and mobile applications to assess creditworthiness and disburse 

loans efficiently. Recent studies show that fintech has transformed traditional credit markets by reducing 

transaction costs and improving access to finance for underserved firms (Sanga & Aziakpono, 2023). This 

is particularly relevant for SMEs that are often excluded from conventional banking systems. 

SME performance is conceptualised as a multidimensional construct comprising revenue growth, 

employment generation, and firm survival. Revenue growth reflects the firmôs capacity to expand and 

generate income, employment captures its contribution to job creation, and survival indicates long-term 

sustainability. Empirical evidence suggests that digital financial inclusion, driven by fintech innovations, 

enhances firm productivity, growth, and resilience by improving access to credit and financial services 

(Disse, 2020; International Monetary Fund [IMF], 2020). 

The conceptual framework posits that fintech lending serves as the primary independent variable 

influencing SME performance outcomes. Access to digital credit is expected to ease financial constraints, 

improve liquidity, and enable firms to invest in productive activities. However, the relationship is 

influenced by firm-specific characteristics such as size, age, leverage, and digital capability, which 

determine how effectively credit is utilised. Furthermore, while fintech lending improves access, recent 

studies caution that high borrowing costs and short repayment cycles may expose SMEs to over-

indebtedness, potentially weakening long-term performance (Capasso, 2023). 

2.2 Financial Intermediation /Credit Constraints Theories 

Financial Intermediation Theory explains the role of financial institutions in facilitating the flow of funds 

from savers to borrowers while reducing information asymmetry, transaction costs, and risk. Traditional 

financial institutions, such as those regulated by the Central Bank of Nigeria, often face challenges in 

lending to SMEs due to inadequate financial records, lack of collateral, and high monitoring costs. As a 

result, many SMEs remain financially constrained. Fintech lending platforms address these limitations by 

leveraging digital technologies, big data, and algorithmic credit scoring to assess borrower risk more 

efficiently. This reduces information asymmetry and enhances credit accessibility. In the context of this 



22  

study, Financial Intermediation Theory provides a strong foundation for understanding how fintech 

lending improves SME access to finance, thereby influencing revenue growth, employment, and survival 

outcomes. 

Another theory is the Credit Constraint Theory which posits that firms are unable to achieve optimal 

investment levels due to limited access to external finance. SMEs in developing economies such as Nigeria 

are particularly affected by these constraints, which arise from high collateral requirements, information 

asymmetry, and risk-averse lending practices. Fintech lending reduces these constraints by offering faster, 

more flexible, and often collateral-free credit solutions. By easing financing barriers, fintech enables 

SMEs to invest in productive assets, expand operations, and manage cash flow more effectively. However, 

the theory also suggests that excessive borrowing may lead to financial distress. Thus, this study applies 

Credit Constraint Theory to examine whether fintech lending alleviates financing limitations sufficiently 

to improve SME performance or whether it introduces new risks that may offset these benefits. 

2.3 Empirical Review and Gaps 

Empirical studies have consistently shown that access to finance plays a crucial role in enhancing SME 

performance. Beck et al. (2005) find that financial constraints significantly limit  firm growth, particularly 

for smaller firms, while Ayyagari et al. (2011) demonstrate that improved access to finance is associated 

with higher revenue growth and employment generation. These findings provide a foundational basis for 

understanding how fintech lending, as an alternative source of finance, can influence SME performance 

outcomes. 

Recent empirical evidence highlights the growing importance of fintech in improving SME financial 

performance. Claessens et al. (2018) show that fintech credit markets expand access to finance by reducing 

transaction costs and information asymmetry. Similarly, Frost et al. (2019) argue that digital lending 

platforms enhance financial intermediation by using alternative data sources to assess creditworthiness. In 

the Nigerian context, studies have found that fintech adoption significantly improves SME revenue and 

operational efficiency, supporting the argument that digital credit contributes to business growth. 

Further empirical studies indicate that fintech lending positively influences firm performance through 

improved liquidity and investment capacity. Evidence from developing economies suggests that SMEs 

with access to digital credit experience higher sales growth and profitability compared to those without 

such access. These findings align with the theoretical expectation that easing credit constraints enables 

firms to invest in productive activities and expand their operations. 

With respect to employment, empirical findings are generally positive but less pronounced. Ayyagari et 

al. (2011) show that access to finance contributes to job creation, although the magnitude of the effect 

varies across firms. Studies on fintech adoption suggest that while digital credit supports business 

expansion, SMEs may prioritise short-term operational needs over workforce expansion, resulting in 

modest employment effects. 

Empirical literature also provides robust evidence linking access to finance with firm survival. Studies 

indicate that financially constrained firms are more likely to exit the market, while improved access to 
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credit enhances business resilience and reduces the probability of failure. Fintech lending, by providing 

timely access to funds, enables SMEs to manage cash flow shocks and sustain operations, thereby 

improving survival outcomes (Sanga & Aziakpono, 2023). 

However, some studies caution that fintech lending may introduce risks that could undermine firm 

performance. Frost et al. (2019) highlight concerns regarding high interest rates and short repayment 

periods associated with digital loans. These factors may lead to over-indebtedness, particularly among 

firms with limited financial literacy, thereby negatively affecting long-term sustainability. 

According to Disse (2020), evidence suggests that the benefits of fintech lending are not uniformly 

distributed across firms. Larger and more digitally capable SMEs are more likely to access fintech credit 

and utilise it effectively, while smaller or less technologically advanced firms may face challenges in 

adoption. This heterogeneity implies that the impact of fintech lending may vary depending on firm 

characteristics. 

Despite the growing body of literature on fintech and SME performance, several important gaps remain. 

First, many existing studies rely on cross-sectional data, limiting their ability to establish causal 

relationships. Second, there is limited empirical evidence that simultaneously examines multiple 

dimensions of SME performance namely revenue growth, employment, and survival within a unified 

framework. Third, few studies focus specifically on the Nigerian context using rigorous econometric 

techniques such as panel data analysis and Difference-in-Differences estimation. This study addresses 

these gaps by employing panel data over the period 2015ï2025 and applying robust econometric methods 

to provide causal evidence on the impact of fintech lending on SME performance in Nigeria. 

 

 

3. Methodology 

3.1 Research Design 

This study adopts a quantitative, quasi-experimental research design to examine the impact of digital credit 

on SME growth and survival in Nigeria. Specifically, it employs a panel data approach combined with a 

Difference-in-Differences (DiD) framework to establish causal relationships between fintech lending 

access and firm-level outcomes. 

The design compares: 

¶ Treatment group: SMEs that accessed digital (fintech) credit. 

¶ Control group: SMEs that did not access digital credit. 

¶ Time dimension: Pre- and post-access periods. 

 

This structure allows the study to isolate the effect of fintech lending while controlling for time-invariant 

firm characteristics. 
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3.2 Data Sources 

The study utilizes secondary panel data drawn from: 

¶ National Bureau of Statistics ï MSME survey datasets. 

¶ Enhancing Financial Innovation & Access (EFInA) ï financial access data. 

¶ Central Bank of Nigeria ï macro-financial indicators. 

¶ World Bank Enterprise Surveys (Nigeria panel data). 

 

3.3 Model Specification (Expanded) 

General Baseline Model 

The baseline panel regression model is specified as: 

Yit=Ŭ+ɓ1FINTECHit+ɓ2Xit+ɛi+ɚt+ŮitY_{it} = \alpha + \beta_1 \text{FINTECH}_{it}  + \beta_2 

\mathbf{X}_{it}  + \mu_i + \lambda_t + \varepsilon_{it}Yit=Ŭ+ɓ1FINTECHit+ɓ2Xit+ɛi+ɚt+Ůit 

Where: 

¶ YitY_{it}Yit  = SME performance outcome for firm iii  at time ttt 

¶ FINTECHit\text{FINTECH}_{it}FINTECHit  = access to digital credit 

¶ Xit \mathbf{X}_{it}Xit  = vector of control variables 

¶ ɛi\mu_iɛi = unobserved firm-specific effects 

¶ ɚt\lambda_tɚt = time effects 

¶ Ůit\varepsilon_{it}Ůit = error term 

 

 

3.3.1. Revenue Growth Model (Fixed Effects / OLS) 

REVGRit=Ŭ0+ɓ1FINTECHit+ɓ2SIZEit+ɓ3AGEit+ɓ4LEVit+ɓ5DIGITALit+ɛi+ɚt+Ůit\text{REVGR}_{ 

it}  = \alpha_0 + \beta_1 \text{FINTECH}_{it} +  \beta_2 \text{SIZE}_{it} +  \beta_3 \text{AGE}_{it} +  

\beta_4 \text{LEV}_{it}  + \beta_5 \text{DIGITAL}_{it}  + \mu_i + \lambda_t + 

\varepsilon_{it}REVGRit=Ŭ0+ɓ1FINTECHit+ɓ2SIZEit+ɓ3AGEit+ɓ4LEVit+ɓ5DIGITALit+ɛi+ɚt+Ůit 

Where: 

¶ REVGRit\text{REVGR}_{it}REVGRit  = revenue growth (log difference of revenue) 

¶ SIZEit\text{SIZE}_{it}SIZEit  = firm size 

¶ AGEit\text{AGE}_{it}AGEit  = firm age 

¶ LEVit \text{LEV}_{it}LEVit = leverage 
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¶ DIGITALit \text{DIGITAL}_{it}DIGITALit  = digital adoption 

Expected sign: ɓ1>0\beta_1 > 0ɓ1>0 

 

3.3.2. Employment Model (Fixed Effects / OLS) 

EMPit=Ŭ0+ɓ1FINTECHit+ɓ2SIZEit+ɓ3AGEit+ɓ4LEVit+ɓ5DIGITALit+ɛi+ɚt+Ůit\text{EMP}_{it}  = 

\alpha_0 + \beta_1 \text{FINTECH}_{it}  + \beta_2 \text{SIZE}_{it}  + \beta_3 \text{AGE}_{it}  + 

\beta_4 \text{LEV}_{it}  + \beta_5 \text{DIGITAL}_{it}  + \mu_i + \lambda_t +\varepsilon_{it}EMPit 

=Ŭ0+ɓ1FINTECHit+ɓ2SIZEit+ɓ3AGEit+ɓ4LEVit+ɓ5DIGITALit+ɛi+ɚt+Ůit 

Where: 

¶ EMPit\text{EMP}_{it}EMPit  = log of number of employees. 

Expected sign: ɓ1>0\beta_1 > 0ɓ1>0 

 

3.3.3. Firm  Survival Model (Logit  / Probit)  

The probability of firm survival is specified as: 

P(SURVit=1)=F(Ŭ0+ɓ1FINTECHit+ɓ2SIZEit+ɓ3AGEit+ɓ4LEVit+ɓ5DIGITALit+ɚt)P(\text{SURV}_{i 

t}  = 1) = F \left( \alpha_0 + \beta_1 \text{FINTECH}_{it}  + \beta_2 \text{SIZE}_{it}  + \beta_3 

\text{AGE}_{it}  + \beta_4 \text{LEV}_{it}  + \beta_5 \text{DIGITAL}_{it}  + \lambda_t \right)P(SURVit 

=1)=F(Ŭ0+ɓ1FINTECHit+ɓ2SIZEit+ɓ3AGEit+ɓ4LEVit+ɓ5DIGITALit+ɚt) 

For the logit model: 

ln (P(SURVit=1)1īP(SURVit=1))=Ŭ0+ɓ1FINTECHit+ɓ2SIZEit+ɓ3AGEit+ɓ4LEVit+ɓ5DIGITALit+ɚ 

t+Ůit\ln \left( \frac{P(\text{SURV}_{it}=1)}{1  - P(\text{SURV}_{it}=1)}  \right) = \alpha_0 + \beta_1 

\text{FINTECH}_{it}  + \beta_2 \text{SIZE}_{it}  + \beta_3 \text{AGE}_{it}  + \beta_4 \text{LEV}_{it}  

+ \beta_5 \text{DIGITAL}_{it}  + \lambda_t + \varepsilon_{it}ln(1īP(SURVit=1)P(SURVit=1))=Ŭ0+ɓ1 

FINTECHit+ɓ2SIZEit+ɓ3AGEit+ɓ4LEVit+ɓ5DIGITALit+ɚt+Ůit 

Where: 

¶ SURVit\text{SURV}_{it}SURVit  = 1 if  firm survives, 0 otherwise. 

¶ F(ẗ)F(\cdot)F(ẗ) = logistic (logit) or normal (probit) distribution function. 

Expected sign: 

ɓ1>0(or <0 if  over-indebtedness dominates)\beta_1 > 0 \quad (\text{or }  < 0 \text{ if  over-indebtedness 

dominates})ɓ1>0(or <0 if over-indebtedness dominates). 
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3.3.4. Difference-in-Differences (DiD) Model 

To estimate the causal effect of fintech adoption: 

Yit=Ŭ0+ɓ1BORROWERi+ɓ2POSTt+ɓ3(BORROWERiĬPOSTt)+ɓ4SIZEit+ɓ5AGEit+ɓ6LEVit+ɓ7DIG 

ITALit+ɛi+ɚt+ŮitY_{it} = \alpha_0 + \beta_1 \text{BORROWER}_i + \beta_2 \text{POST}_t + \beta_3 

(\text{BORROWER}_i \times \text{POST}_t) + \beta_4 \text{SIZE}_{it} + \beta_5 \text{AGE}_{it} +  

\beta_6 \text{LEV}_{it}  + \beta_7 \text{DIGITAL}_{it} +  \mu_i + \lambda_t + \varepsilon_{it}Yit=Ŭ0 

+ɓ1BORROWERi+ɓ2POSTt+ɓ3(BORROWERiĬPOSTt)+ɓ4SIZEit+ɓ5AGEit+ɓ6LEVit+ɓ7DIGITALit 

+ɛi+ɚt+Ůit 

Where: 

¶ BORROWERi\text{BORROWER}_iBORROWERi = 1 if  SME uses fintech credit, 0 otherwise. 

¶ POSTt\text{POST}_tPOSTt = 1 for post-adoption period (e.g., 2024ï2025), 0 otherwise. 

¶ BORROWERi×POSTt\text{BORROWER}_i \times \text{POST}_tBORROWERi×POSTt = 

interaction term (treatment effect). 

Key parameter: 

ɓ3=causal impact of fintech lending\beta_3 = \text{causal impact of fintech lending}ɓ3 

=causal impact of fintech lending. 

Expected sign: ɓ3>0\beta_3 > 0ɓ3>0 

3.3.5. Extended Model (Robustness with  Lagged Fintech) 

To address endogeneity: 

Yit=Ŭ0+ɓ1FINTECHitī1+ɓ2Xit+ɛi+ɚt+ŮitY_{it} = \alpha_0 + \beta_1 \text{FINTECH}_{it -1} + 

\beta_2 \mathbf{X}_{it}  + \mu_i + \lambda_t + \varepsilon_{it}Yit=Ŭ0+ɓ1FINTECHitī1+ɓ2Xit+ɛi+ɚt 

+Ůit 

This ensures that fintech access precedes performance outcomes. 

 

 

4. DATAANALYSIS  AND INTERPRETATION  
 

4.1 Introduction  

This chapter presents the empirical analysis of the impact of digital (fintech) credit on SME growth and 

survival in Nigeria. The analysis is based on panel data and employs Difference-in-Differences (DiD), 

fixed effects, and survival models. The key outcome variables examined include revenue growth, 

employment, and firm survival. 
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4.2 Descriptive Statistics 

Table 4.1: Summary Statistics 

Variable Mean Std. Dev. Minimum  Maximum 

Revenue (log) 14.25 1.12 11.02 17.89 

Employment 12.60 8.40 1 75 

Fintech Access 0.38 0.49 0 1 

Firm Age (years) 6.80 4.10 1 25 

Source: Authorsôs computation using E-views 

The results indicate that approximately 38% of SMEs in the sample have access to fintech credit. The 

average firm employs about 13 workers, reflecting the small-scale nature of SMEs in Nigeria. The 

variation in firm size and age suggests heterogeneity suitable for panel analysis. 

 

 

Table 4.2 : Pairwise Correlation 
 

Variable REVGR LEMP FINTECH LSIZE 

REVGR 1.00    

LEMP 0.42 1.00   

FINTECH 0.31 0.28 1.00  

LSIZE 0.47 0.63 0.35 1.00 

Source: Authorsô computation using E-views 

Table 4.2 presents the pairwise correlation coefficients among the key variables used in the analysis of 

SMEs in Nigeria. The purpose of this table is to examine the strength and direction of linear relationships 

between variables and to check for potential multicollinearity issues prior to regression estimation. 

The results show that revenue growth (REVGR) is positively correlated with employment (LEMP) (0.42), 

indicating that firms experiencing higher revenue growth tend to employ more workers. This aligns with 

economic expectations, as expanding firms typically require additional labour. Similarly, REVGR is 

positively associated with fintech access (FINTECH) (0.31), suggesting that SMEs with access to digital 

credit are more likely to experience improved revenue performance. The positive correlation between 

REVGR and firm size (LSIZE) (0.47) further implies that larger firms tend to achieve higher revenue 

growth, likely due to better access to resources and markets. 

The correlation between employment (LEMP) and firm size (LSIZE) is relatively strong (0.63), which is 

expected since larger firms generally employ more workers. The positive relationship between LEMP 

and FINTECH (0.28) suggests that access to fintech credit may support employment expansion, 
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although the relationship is moderate. The correlation between FINTECH and LSIZE (0.35) indicates 

that larger firms are somewhat more likely to access digital credit, possibly due to better digital adoption 

or financial awareness. 

Importantly, none of the correlation coefficients exceed the commonly accepted threshold of 0.80, 

indicating the absence of severe multicollinearity among the explanatory variables. This suggests that the 

independent variables can be included simultaneously in the regression models without distorting 

coefficient estimates. Overall, the correlation results provide preliminary evidence consistent with the 

studyôs hypotheses, particularly the positive association between fintech lending and SME performance, 

while confirming that the dataset is suitable for further econometric analysis. 

4.3 Regression Results 

4.3.1 Revenue Model (Fixed Effects) 

Table 4.3: Impact of Fintech Lending on Revenue Growth 
 

Variable Coefficient Std. Error  t-Statistic Prob. 

FINTECH 0.124 0.041 3.02 0.003 

LSIZE 0.086 0.019 4.52 0.000 

AGE 0.012 0.005 2.40 0.017 

LEV -0.091 0.038 -2.39 0.018 

DIGITAL  0.067 0.028 2.39 0.018 

C -0.215 0.102 -2.10 0.036 

Source: Authorsô computation using E-views 

Table 4.3 reports the results of the fixed effects estimation examining the impact of fintech lending on 

SME revenue growth in Nigeria. The fixed effects specification controls for unobserved, time-invariant 

firm characteristics, allowing the estimates to capture within-firm changes over time. 

The coefficient on FINTECH (0.124) is positive and statistically significant at the 1% level (p = 0.003). 

This indicates that access to digital credit is associated with a 12.4% increase in revenue growth, holding 

other factors constant. The result provides strong empirical support for the hypothesis that fintech lending 

relaxes financing constraints and enables SMEs to expand their business activities. It suggests that digital 

credit plays a meaningful role in enhancing firm performance beyond short-term liquidity support. 

Among the control variables, firm size (LSIZE) has a positive and highly significant coefficient (0.086, p 

< 0.01), implying that larger firms tend to experience higher revenue growth, likely due to economies of 

scale and better market access. Firm age (AGE) is also positive and statistically significant (0.012, p < 

0.05), suggesting that more established firms benefit from accumulated experience, customer networks, 
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and operational stability. In contrast, leverage (LEV) has a negative and significant coefficient (-0.091, p 

< 0.05), indicating that higher debt levels may constrain revenue growth, possibly due to repayment 

burdens or inefficient debt use. The variable DIGITAL adoption (DIGITAL) is positive and significant 

(0.067, p < 0.05), reinforcing the importance of digital capabilities in improving firm performance. 

The model demonstrates good explanatory power, with an R² of 0.62, meaning that approximately 62% 

of the variation in SME revenue growth is explained by the included variables. The overall model is 

statistically significant (F-statistic = 18.45, p < 0.01), confirming the joint relevance of the regressors. 

Overall, the findings indicate that fintech lending has a positive and statistically significant effect on SME 

revenue growth, supporting the alternative hypothesis (H ) and rejecting the null hypothesis (H ). 

However, the negative effect of leverage suggests that while access to credit is beneficial, excessive or 

poorly structured borrowing may offset some of these gains. 

 

 

 

4.3.2 Employment Model 

Table 4.4: Impact of Fintech Lending on Employment 
 

Variable Coefficient Std. Error  t-Statistic Prob. 

FINTECH 0.072 0.029 2.48 0.014 

LSIZE 0.215 0.022 9.77 0.000 

AGE 0.009 0.004 2.25 0.025 

LEV -0.054 0.031 -1.74 0.083 

DIGITAL  0.081 0.026 3.12 0.002 
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Source: Authorsô computation using E-views 

The results in Table 4.4 indicate that fintech lending (FINTECH) has a positive and statistically significant 

effect on employment, with a coefficient of 0.072 and a p-value of 0.014. This implies that, holding other 

factors constant, access to digital credit increases SME employment by approximately 7.2%. Although the 

effect is statistically significant at the 5% level, its magnitude is relatively modest compared to the revenue 

model, suggesting that SMEs are more likely to channel fintech loans into immediate operational needs 

rather than substantial workforce expansion. This supports the view that digital credit primarily eases 

short-term financial constraints, with gradual effects on job creation. 

Regarding the control variables, firm size (LSIZE) has a strong positive and highly significant coefficient 

of 0.215 (p = 0.000), indicating that a 1% increase in firm size leads to about a 21.5% increase in 

employment, making it the most influential determinant in the model. Firm age (AGE) is also positive and 

significant, with a coefficient of 0.009 (p = 0.025), suggesting that older firms tend to expand employment 

more steadily over time. In contrast, leverage (LEV) has a negative coefficient of -0.054 (p = 0.083), 

indicating that higher debt levels may reduce employment, although the effect is only weakly significant 

at the 10% level. Meanwhile, digital adoption (DIGITAL)  shows a positive and significant coefficient of 

0.081 (p = 0.002), implying that digitally active firms experience an 8.1% increase in employment. The 

model explains a substantial proportion of variation in employment, with an R² of 0.68, indicating good 

overall fit.  Collectively, these results support H , confirming that fintech lending contributes positively to 

SME employment, albeit with a moderate effect size. 

 

 

The steady upward slope reflects gradual employment growth, consistent with the positive but modest 

coefficient (0.072). It visually supports the idea that fintech impacts employment incrementally rather than 

dramatically. 
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4.3.3 : Survival Model 

Table 4.5: Fintech Lending and Firm Survival (Logit Model) 
 

Variable Coefficient Std. Error  z-Statistic Prob. 

FINTECH 0.533 0.187 2.85 0.004 

LSIZE 0.721 0.142 5.07 0.000 

AGE 0.038 0.011 3.45 0.001 

LEV -0.264 0.129 -2.05 0.040 

Pseudo R² = 0.41 

Source: Authorsô computation using E-views 

The logit results in Table 4.5 indicate that fintech lending (FINTECH) has a positive and statistically 

significant effect on firm survival, with a coefficient of 0.533 and a p-value of 0.004. This suggests that 

access to digital credit increases the likelihood that an SME remains in operation over time. Interpreting 

the coefficient in odds terms, e0.533å1.70e^{0.533} \approx 1.70e0.533å1.70, implying that SMEs with 

fintech access are about 70% more likely to survive than those without such access, holding other factors 

constant. This finding supports the argument that digital credit enhances business resilience by easing 

liquidity constraints and helping firms withstand short-term financial shocks. 

Among the control variables, firm size (LSIZE) exhibits a strong positive effect (0.721, p = 0.000), 

indicating that larger firms have significantly higher survival probabilities; in odds terms, 

e0.721å2.06e^{0.721} \approx 2.06e0.721å2.06, meaning a 106% increase in survival odds. Firm age 

(AGE) is also positive and significant (0.038, p = 0.001), suggesting that more established firms are more 

likely to remain operational, reflecting accumulated experience and stability. Conversely, leverage (LEV) 

has a negative and significant coefficient (-0.264, p = 0.040), with eī0.264å0.77e^{-0.264} \approx 

0.77eī0.264å0.77, indicating that higher debt reduces survival odds by approximately 23%. The model 

demonstrates good explanatory power with a Pseudo R² of 0.41, indicating that about 41% of the variation 

in firm survival is explained by the included variables. Overall, the results support H , confirming that 

fintech lending significantly improves SME survival, although excessive debt may undermine this benefit. 
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The marginal effects plot illustrates that fintech access significantly increases the probability of firm 

survival, with a nonlinear relationship. The steep upward slope confirms that digital credit enhances firm 

resilience, consistent with the logit coefficient (ɓ = 0.533). 

4.3.4 Difference-in-Differences Results 

Table 4.6: Treatment Effect (DiD) 
 

Variable Coefficient Std. Error  t-Statistic Prob. 

DID 0.138 0.049 2.82 0.005 

Source: Authorsô computation using E-views 

Table 4.6 presents the estimated treatment effect of fintech lending using the Difference-in-Differences 

(DiD) approach for SMEs in Nigeria. The coefficient on the interaction term DID (0.138) is positive and 

statistically significant, with a t-statistic of 2.82 and a p-value of 0.005. This indicates that, after the 

adoption of fintech lending, SMEs that accessed digital credit experienced an average increase of 13.8% 

in performance (e.g., revenue growth) relative to non-borrowers, controlling for time effects and firm-

specific characteristics. The statistical significance at the 1% level confirms that this effect is unlikely to 

have occurred by chance. 

The positive and significant DiD coefficient implies a causal effect of fintech lending on SME 

performance, beyond simple correlation. Specifically, it shows that fintech borrowers outperform non-

borrowers in the post-adoption period, suggesting that digital credit contributes meaningfully to firm 

growth rather than merely reflecting pre-existing differences between firms. This result is particularly 

important because the DiD framework accounts for baseline differences and common trends, thereby 

strengthening the validity of the findings. Overall, the evidence supports the rejection of the null 

hypothesis (H ) and confirms the alternative hypothesis (H ) that there is a significant difference in 
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performance between fintech borrowers and non-borrowers, with borrowers experiencing superior 

outcomes following access to digital credit. 

 

 

The dynamic DiD results reveal that the effect of fintech lending increases over time, suggesting that 

SMEs gradually adjust and optimize the use of digital credit. This supports the argument that fintech 

lending contributes to sustained growth rather than short-term gains. 

 

 

The event study plot confirms the validity of the DiD design, as pre-treatment coefficients are statistically 

close to zero, supporting the parallel trends assumption. Post-adoption effects increase progressively, 

indicating that the impact of fintech lending on SME performance is dynamic and accumulative rather 

than immediate. 

4.4 Diagnostic Tests 
 

Test Result Conclusion 

Hausman Test p < 0.05 Fixed Effects preferred 

Heteroskedasticity Present Robust SE applied 

Serial Correlation Mild Corrected 
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VIF < 5 No multicollinearity 

 

The diagnostic tests provide evidence on the reliability and appropriateness of the econometric models 

used in this study of SMEs in Nigeria. 

The Hausman test result (p < 0.05) indicates that the Fixed Effects (FE) model is preferred over the 

Random Effects (RE) model. This means that the unobserved firm-specific characteristics are correlated 

with the explanatory variables, and failing to control for them would lead to biased estimates. By using 

the Fixed Effects model, the analysis properly accounts for these firm-specific differences, ensuring more 

consistent and reliable results. 

The test for heteroskedasticity shows that it is present, implying that the variance of the error terms is not 

constant across observations. If uncorrected, this could lead to biased standard errors and misleading 

statistical significance. To address this, robust standard errors were applied, ensuring that the inference (t-

statistics and p-values) remains valid. The serial correlation test indicates mild autocorrelation, meaning 

that error terms are slightly correlated over time within firms. This is common in panel data. The issue 

was corrected typically through robust or clustered standard errors so it does not compromise the validity 

of the results. 

Finally, the Variance Inflation Factor (VIF) values are all below 5, indicating no serious multicollinearity 

among the explanatory variables. This means that the independent variables are not excessively correlated 

with each other, and the estimated coefficients are stable and interpretable. Overall, these diagnostic results 

confirm that the model is well-specified, statistically reliable, and suitable for drawing valid conclusions. 

 

 

4.5 Discussion of Findings 

The empirical results provide strong and consistent evidence that fintech lending enhances SME 

performance in Nigeria across multiple dimensions. The fixed effects estimates show that access to digital 

credit significantly improves revenue growth, with a coefficient of 0.124 (p = 0.003), implying that 

fintech-enabled firms experience approximately 12.4% higher revenue growth relative to non-users. 

Similarly, fintech lending has a positive effect on employment, with a coefficient of 0.072 (p = 0.014), 

indicating a 7.2% increase in employment, albeit with a smaller magnitude compared to revenue effects. 

The Difference-in-Differences (DiD) results further reinforce these findings, showing a treatment effect 

of 0.138 (p = 0.005), which suggests that fintech borrowers outperform non-borrowers by about 13.8% in 

the post-adoption period. In addition, the logit survival model reveals that fintech access significantly 

improves firm survival, with a coefficient of 0.533 (p = 0.004); in odds terms, this translates to 

approximately a 70% increase in the likelihood of survival (e0.533å1.70)(e^{0.533} \approx 

1.70)(e0.533å1.70). Collectively, these results indicate that fintech lending not only relaxes credit 

constraints but also supports firm expansion, enhances resilience, and contributes to sustained business 

performance. 
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However, the findings also reveal important limitations and risks associated with digital credit usage. The 

consistently negative coefficient on leverage (-0.091, p = 0.018 in the revenue model; -0.054 in the 

employment model; and -0.264, p = 0.040 in the survival model) highlights that higher debt levels can 

undermine firm performance and reduce survival probabilities. For instance, in the survival model, the 

coefficient of -0.264 implies that increased leverage reduces the odds of firm survival by approximately 

23% (eī0.264å0.77)(e^{-0.264} \approx 0.77)(eī0.264å0.77). This suggests that while fintech lending 

provides critical access to finance, its benefits are contingent on responsible borrowing and effective 

utilization of funds. Excessive reliance on debt particularly given the typically high interest rates and short 

repayment cycles associated with digital loans may offset the gains from improved access to credit. 

Therefore, fintech lending functions as a conditional growth catalyst, capable of driving SME performance 

when used productively, but potentially detrimental when it leads to over-indebtedness. 

 

 

4.6 Link to Hypotheses 

The empirical results provide clear support for all the stated hypotheses, confirming the positive role of 

fintech lending in enhancing SME performance in Nigeria. 
 

Hypothesis Statement Result 

H Access to digital credit has a positive and significant effect on SME revenue Supported 

H Fintech lending has a positive and significant effect on SME employment Supported 

H Fintech lending significantly improves SME survival Supported 

H There is a significant difference in performance between fintech borrowers 

and non-borrowers 

Supported 

 

The support for H  is evidenced by the positive and statistically significant coefficient of fintech lending 

on revenue growth (0.124, p = 0.003). Similarly, H  is supported by the positive effect of fintech access 

on employment (0.072, p = 0.014), although the magnitude is moderate. The results also confirm H , as 

fintech lending significantly increases the probability of firm survival (0.533, p = 0.004), indicating 

enhanced business resilience. Finally, H is validated by the Difference-in-Differences estimate (0.138, p 

= 0.005), which shows that fintech borrowers outperform non-borrowers in the post-adoption period. 

Collectively, these findings demonstrate that fintech lending has a statistically significant and 

economically meaningful impact on SME performance. 

5. Conclusion and Recommendations 

5.1 Conclusion 

This study provides robust empirical evidence that fintech lending significantly enhances SME 

performance in Nigeria. The results show that access to digital credit improves revenue growth (0.124, p 

= 0.003), moderately increases employment (0.072, p = 0.014), and strengthens firm survival (0.533, p = 
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0.004) equivalent to about a 70% increase in survival odds. The Difference-in-Differences estimate (0.138, 

p = 0.005) further confirms that fintech borrowers outperform non-borrowers after adoption, providing 

strong evidence of a causal relationship. These findings are consistent with prior empirical studies such as 

Beck, Demirgüç-Kunt, and Maksimovic (2005) and Ayyagari, Demirgüç-Kunt, and Maksimovic (2011), 

which document that improved access to finance significantly enhances firm growth and employment 

outcomes. Similarly, Claessens et al. (2018) and Frost et al. (2019) highlight the role of fintech in reducing 

information asymmetry and expanding credit access, thereby improving firm performance. 

However, the results also reveal that the benefits of fintech lending are conditional. The negative 

coefficients on leverage across the models particularly in the survival model (-0.264, p = 0.040) indicate 

that excessive borrowing can reduce firm stability, lowering survival odds by approximately 23%. This 

aligns with findings from digital finance literature (e.g., Frost et al., 2019), which caution that while fintech 

credit expands access, it may also increase the risk of over-indebtedness, especially in contexts with 

limited financial literacy. Therefore, while fintech lending serves as an effective tool for alleviating 

financing constraints and promoting SME growth, its long-term impact depends on prudent financial 

management and responsible lending practices. Overall, the study reinforces the view that fintech is a 

powerful but conditional driver of SME development, capable of delivering substantial benefits when 

appropriately utilized. 

 

 

5.2 Recommendations 

The recommendations below are aligned with the studyôs core objectives revenue growth, employment 

generation, firm survival, and borrower non-borrower performance differences and are grounded in the 

empirical results. 

1. Given the significant positive impact of fintech lending on revenue (0.124, p = 0.003), policymakers 

should design programmes that encourage SMEs to channel digital loans into productive investments (e.g., 

inventory expansion, equipment, market development) rather than consumption or short-term smoothing 

alone. Agencies and partners of the Central Bank of Nigeria can link access to fintech credit with business 

development services such as cash-flow planning and investment guidance to maximise growth outcomes. 

2. Fintech providers and regulators should introduce employment-sensitive credit products, such as lower 

interest rates or longer tenors for SMEs that demonstrate workforce expansion. This could be 

complemented by targeted schemes that reward firms that convert credit access into job creation, thereby 

strengthening the labour market impact. 

3. There is a need for structured financial literacy programmes that focus on debt management, repayment 

planning, and cost-of-credit awareness. Institutions such as Enhancing Financial Innovation & Access can 

expand SME-focused education initiatives to ensure that borrowers use digital credit sustainably and avoid 

financial distress. 
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4. To mitigate the adverse effects of high interest rates and short repayment cycles, regulators should 

implement clear guidelines on digital lending practices, including transparency in pricing and fair lending 

standards. Encouraging longer repayment tenors and flexible repayment structures will  help SMEs convert 

credit access into long-term growth rather than short-term liquidity relief. 

5. The DiD results (0.138, p = 0.005) show that fintech borrowers outperform non-borrowers, but access 

may still be uneven. Policymakers should promote inclusive fintech expansion, particularly for 

underserved and informal SMEs, while ensuring that credit allocation is not skewed only toward already 

better-performing firms. This can be achieved through credit scoring innovations and data-sharing 

frameworks that broaden access without increasing systemic risk. 
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Abstract 

This study examined whether digital technologies enhance management innovation and organisational 

performance among Small and Medium Enterprises (SMEs) in Nigeria. The study specifically investigated 

the effect of digital technologies on management innovation, the relationship between digital technologies 

and organisational performance, and the influence of management innovation on organisational 

performance among SMEs in Nigeria. The study adopted a descriptive survey research design and utilized 

primary data collected through structured questionnaires administered and retrieved from 328 SME 

owners, managers, and administrative personnel. Data collected were analyzed using descriptive statistics, 

Pearson Product Moment Correlation, Chi-Square, ANOVA, and Multiple Regression Analysis with the 

aid of Statistical Package for Social Sciences (SPSS) version 26. The findings revealed that digital 

technologies significantly influence management innovation among SMEs with a regression coefficient 

of ɓ = 0.692 and a significance value of p < 0.05. The study further revealed a strong positive relationship 

between digital technologies and organisational performance (r = 0.718, p < 0.05). In addition, 

management innovation significantly influenced organisational performance with a regression coefficient 

of ɓ = 0.667 and a significance value of p < 0.05. The ANOVA result also showed that digital technologies 

and management innovation jointly have a significant effect on organisational performance (F = 84.327, 

p < 0.05). The study concludes that digital technologies remain critical drivers of management innovation 

and organisational performance among SMEs in Nigeria. The study recommends that SME owners and 

managers should increase investment in digital technologies and innovative management systems in order 

to improve operational efficiency, competitiveness, and long-term business sustainability. 

Keywords: Digital Technologies, Management Innovation, Organisational Performance, SMEs, Digital 

Transformation, Nigeria. 

1. Introduction  

1.1 Background to the Study 

The global business environment has experienced significant transformation due to the rapid advancement 

of digital technologies. Technologies such as artificial intelligence, cloud computing, big data analytics, 

e-commerce platforms, enterprise resource planning systems, and digital communication tools are 

increasingly redefining organisational operations and managerial processes across industries. In the 

contemporary digital economy, organisations are under increasing pressure to adopt innovative 
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technological solutions in order to remain competitive, improve operational efficiency, and achieve 

sustainable growth (Verhoef et al., 2021). 

Digital transformation has become an important strategic priority for organisations because it facilitates 

automation, improves communication systems, enhances customer engagement, and strengthens strategic 

decision-making processes. Through the integration of digital technologies into business operations, 

organisations are able to redesign workflows, improve productivity, reduce operational costs, and respond 

more effectively to changing market conditions (Vial, 2019). Consequently, digital technologies are 

increasingly recognized as important drivers of management innovation and organisational performance. 

Management innovation refers to the introduction and implementation of new managerial practices, 

organisational structures, administrative systems, and strategic approaches aimed at improving 

organisational effectiveness and competitiveness (Birkinshaw, Hamel, & Mol, 2008). Unlike 

technological innovation, which focuses mainly on products and production systems, management 

innovation emphasizes improvements in leadership systems, workflow management, communication 

structures, employee coordination, and strategic administration. In recent years, digital technologies have 

played a major role in facilitating management innovation through digital coordination systems, remote 

work structures, virtual collaboration platforms, and data-driven decision-making processes. 

In Nigeria, Small and Medium Enterprises (SMEs) constitute a vital sector of the economy and contribute 

significantly to employment generation, poverty reduction, wealth creation, entrepreneurship 

development, and industrial growth. SMEs account for a large percentage of business activities in Nigeria 

and serve as important drivers of economic development. According to the Small and Medium Enterprises 

Development Agency of Nigeria (SMEDAN), SMEs contribute substantially to Nigeriaôs Gross Domestic 

Product (GDP) and provide employment opportunities for millions of Nigerians. 

Despite their economic importance, many SMEs in Nigeria continue to face several operational and 

managerial challenges that limit their growth and competitiveness. These challenges include poor 

infrastructure, limited access to finance, inadequate managerial capacity, low technological competence, 

poor customer management systems, weak innovation practices, and unstable business environments. 

Many SMEs still rely heavily on traditional business methods and manual administrative processes, which 

often reduce efficiency, delay decision-making, and limit organisational performance. 

The emergence of digital technologies presents significant opportunities for Nigerian SMEs to improve 

management systems and organisational performance. Digital technologies can support SMEs through 

online marketing, electronic payment systems, inventory management, customer relationship 

management, digital accounting systems, cloud-based operations, and virtual communication platforms. 

The adoption of these technologies can improve managerial coordination, enhance productivity, expand 

market access, and strengthen organisational competitiveness. 

In recent years, the Nigerian government and private sector stakeholders have increasingly promoted 

digital transformation initiatives aimed at improving entrepreneurship, financial inclusion, and business 

competitiveness. The expansion of mobile technology, internet services, fintech platforms, and digital 
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payment systems has further accelerated digital business activities among SMEs in Nigeria. However, the 

level of digital technology adoption among many SMEs remains relatively low due to challenges such as 

poor electricity supply, inadequate internet connectivity, high technology costs, low digital literacy, 

cybersecurity concerns, and resistance to organisational change. 

Furthermore, although previous studies have examined digital transformation and organisational 

performance, limited attention has been given to how digital technologies specifically enhance 

management innovation and organisational performance among SMEs in Nigeria. Most existing studies 

focus mainly on developed economies, thereby creating a contextual and empirical gap within the Nigerian 

business environment. 

It is against this background that this study seeks to examine whether digital technologies can enhance 

management innovation and organisational performance in Small and Medium Enterprises (SMEs) in 

Nigeria. The study aims to provide empirical evidence on the role of digital transformation in improving 

managerial practices, operational efficiency, competitiveness, and organisational sustainability among 

Nigerian SMEs. 

1.2 Statement of the Problem 

Small and Medium Enterprises (SMEs) play a significant role in economic growth, employment 

generation, entrepreneurship development, and poverty reduction in Nigeria. Despite their contributions 

to the Nigerian economy, many SMEs continue to experience poor organisational performance, low 

productivity, weak managerial systems, and limited competitiveness. Many SMEs still rely heavily on 

traditional operational methods and manual administrative processes, which often result in inefficiency, 

poor communication, delayed decision-making, and low customer satisfaction. In an increasingly digital 

and competitive business environment, the inability of SMEs to effectively adopt digital technologies may 

hinder their growth and long-term sustainability. 

Digital technologies such as cloud computing, e-commerce platforms, enterprise software systems, and 

digital communication tools have the potential to improve management innovation and organisational 

performance through enhanced operational efficiency, strategic coordination, and data-driven decision-

making. However, many SMEs in Nigeria continue to face challenges such as inadequate electricity 

supply, poor internet connectivity, high technology costs, limited digital literacy, and resistance to 

organisational change. Furthermore, while previous studies have examined digital transformation and 

organisational performance, limited empirical attention has been given to how digital technologies 

specifically enhance management innovation and organisational performance among SMEs in Nigeria. It 

is therefore necessary to investigate the extent to which digital technologies influence innovative 

management practices and organisational outcomes within the Nigerian SME sector. 

1.3 Objectives of the Study 

The aim of this study is to examine whether digital technologies can enhance management innovation and 

organisational performance in Small and Medium Enterprises (SMEs) in Nigeria. 
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Specific Objectives: 

1. To examine the effect of digital technologies on management innovation in SMEs. 

2. To investigate the relationship between digital technologies and organisational performance in 

SMEs. 

3. To determine the influence of management innovation on organisational performance in SMEs. 

1.4 Research Questions 

The underlisted questions will  guide this study. 

1. How do digital technologies affect management innovation in SMEs? 

2. What relationship exists between digital technologies and organisational performance in SMEs? 

3. How does management innovation influence organisational performance in SMEs? 

1.5 Research Hypotheses 

The following Null Hypotheses (H ) will  be tested. 

1. Digital technologies have no significant effect on management innovation in SMEs. 

2. There is no significant relationship between digital technologies and organisational performance 

in SMEs. 

3. Management innovation has no significant influence on organisational performance in SMEs. 

1.6 Significance of the Study 

This study will  be significant to several stakeholders including SME owners and managers, policymakers, 

government agencies, researchers, and scholars in Nigeria. It will  provide SME owners and managers with 

valuable insights into how digital technologies can improve management innovation, operational 

efficiency, productivity, and organisational performance. The findings will help SMEs understand the 

importance of digital transformation in achieving competitiveness, business growth, and long-term 

sustainability. 

The study will also benefit policymakers and government agencies such as the Small and Medium 

Enterprises Development Agency of Nigeria by providing empirical evidence that can guide the 

formulation of policies and programmes aimed at promoting digital transformation, entrepreneurship 

development, and innovation among SMEs in Nigeria. 
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2. Literature  Review 

2.1 Conceptual Review 

2.1.1 Concept of Digital  Technologies 

Digital technologies refer to electronic tools, systems, devices, and technological applications used for 

processing, storing, transmitting, and managing information digitally to improve organisational operations 

and communication. These technologies include artificial intelligence, cloud computing, mobile 

technologies, digital payment systems, enterprise resource planning systems, e-commerce platforms, 

social media applications, and digital communication networks (Bharadwaj et al., 2013). 

In the modern business environment, digital technologies have become essential tools for organisational 

growth, innovation, and competitiveness. Digital transformation enables organisations to automate 

operational processes, improve communication systems, enhance customer engagement, and facilitate 

effective decision-making (Vial, 2019). Through the integration of digital technologies into business 

operations, organisations are able to increase efficiency, reduce operational costs, and improve service 

delivery. 

For Small and Medium Enterprises (SMEs) in Nigeria, digital technologies provide opportunities to 

overcome traditional business limitations and improve organisational performance. Technologies such as 

mobile banking, online marketing platforms, cloud-based systems, and digital accounting software can 

help SMEs improve operational coordination, customer relations, inventory management, and market 

accessibility (Lui, Ozor, Emma-Ebere, Uzochukwu, Ezemonye, & Odejimi (2025). 

Despite the growing importance of digital technologies, many SMEs in Nigeria still face challenges such 

as inadequate infrastructure, unstable electricity supply, poor internet connectivity, limited digital literacy, 

and financial constraints, which hinder effective digital transformation. 

2.1.2 Concept of Management Innovation 

Management innovation refers to the introduction and implementation of new managerial practices, 

administrative processes, organisational structures, and strategic approaches aimed at improving 

organisational effectiveness and achieving competitive advantage (Birkinshaw, Hamel, & Mol, 2008). 

Management innovation focuses on improving how organisations are managed rather than developing 

new products or production systems. It includes innovative leadership approaches, digital coordination 

systems, flexible work arrangements, strategic planning methods, workflow redesign, employee 

participation systems, and data-driven decision-making processes. 

According to Hamel (2006), management innovation is a critical determinant of organisational success 

because it enhances adaptability, flexibility, efficiency, and responsiveness in changing business 

environments. Digital technologies significantly contribute to management innovation by enabling 

organisations to automate managerial functions, improve communication systems, facilitate virtual 

collaboration, and strengthen strategic coordination. 
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In SMEs, management innovation can improve productivity, employee performance, customer 

satisfaction, and operational efficiency. Organisations that adopt innovative management practices are 

often better positioned to compete effectively and sustain long-term business growth. 

2.1.3 Concept of Organisational Performance 

Organisational performance refers to the extent to which an organisation effectively achieves its goals and 

objectives through efficient utilization of available resources (Richard et al., 2009). Organisational 

performance reflects the overall success of an organisation in terms of productivity, profitability, 

operational efficiency, customer satisfaction, innovation capability, and market competitiveness. 

Organisational performance can be measured using both financial and non-financial indicators. Financial 

indicators include profitability, sales growth, revenue generation, and return on investment, while non-

financial indicators include employee productivity, service quality, customer loyalty, innovation capacity, 

and organisational effectiveness. 

According to Kaplan and Norton (1996), organisational performance extends beyond financial outcomes 

to include internal business processes, customer relations, organisational learning, and innovation 

capability. In the context of SMEs in Nigeria, organisational performance is influenced by factors such as 

managerial competence, technological capability, innovation practices, market conditions, and access to 

finance. 

Digital technologies have the potential to improve organisational performance through process 

automation, improved communication systems, strategic coordination, online marketing, customer 

relationship management, and efficient resource management. SMEs that effectively integrate digital 

technologies into their operations are more likely to achieve improved competitiveness and sustainability. 

2.1.4 Digital  Technologies and Management Innovation 

Digital technologies are increasingly recognized as important drivers of management innovation in 

organisations. The integration of digital tools into organisational processes enables businesses to redesign 

workflows, improve communication systems, strengthen coordination, and facilitate strategic decision-

making (Warner & Wäger, 2019). 

Technologies such as cloud computing, enterprise software systems, artificial intelligence, and digital 

communication platforms support innovative management practices by improving operational flexibility, 

workflow coordination, and organisational transparency. Digital transformation also enables organisations 

to decentralize managerial processes, facilitate remote work systems, and improve knowledge sharing. 

According to Vial (2019), digital transformation significantly influences organisational structures and 

managerial systems by promoting agility, innovation, and strategic adaptability. In Nigerian SMEs, digital 

technologies can stimulate management innovation through process automation, digital coordination, 

customer relationship management systems, and data-driven managerial practices. 
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However, the effectiveness of digital technologies in enhancing management innovation often depends on 

factors such as organisational readiness, digital competence, leadership support, and infrastructural 

availability. 

2.1.5 Digital  Technologies and Organisational Performance 

Digital technologies contribute significantly to organisational performance by improving efficiency, 

productivity, communication, and customer engagement. Organisations that effectively adopt digital 

technologies are often better positioned to compete in dynamic and technology-driven business 

environments (Verhoef et al., 2021). 

In SMEs, digital technologies support online marketing, digital payment systems, customer relationship 

management, inventory control, and financial management. E-commerce platforms and social media 

technologies also provide opportunities for businesses to expand market access and improve revenue 

generation. 

Empirical evidence suggests that digital transformation positively influences organisational productivity, 

operational efficiency, innovation capability, and business competitiveness. However, SMEs in Nigeria 

continue to face barriers such as poor electricity supply, inadequate internet services, limited digital skills, 

and financial constraints, which affect effective digital technology adoption. 

2.1.6 Management Innovation and Organisational Performance 

Management innovation plays a critical role in improving organisational performance by promoting 

efficiency, adaptability, strategic effectiveness, and organisational learning. Innovative management 

practices enable organisations to respond effectively to environmental changes, technological disruptions, 

and increasing market competition. 

Management innovation improves organisational performance through better employee coordination, 

improved workflow systems, effective decision-making, strategic flexibility, and efficient resource 

utilization (Hamel, 2006). Organisations that adopt innovative managerial approaches are often more 

resilient and competitive than those relying on traditional administrative systems. 

For SMEs in Nigeria, management innovation is essential for achieving competitiveness and sustainability 

in rapidly changing business environments. The integration of digital technologies into management 

systems can further strengthen organisational performance by supporting operational efficiency, 

innovation capability, and strategic responsiveness. 

2.1.7 Conceptual Framework 

The study is anchored on the relationship between digital technologies, management innovation, and 

organisational performance among SMEs in Nigeria. 

i. Independent Variable: Digital Technologies- (Artificial  intelligence, cloud computing, e-

commerce, digital communication systems, enterprise software). 
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ii.  Mediating Variable: Management Innovation- (Innovative managerial practices, strategic 

flexibility, digital coordination, data-driven decision-making). 

iii.  Dependent Variable: Organisational Performance-(Productivity, profitability, customer 

satisfaction, operational efficiency, market competitiveness). 

The framework assumes that digital technologies directly influence management innovation and 

organisational performance, while management innovation also contributes significantly to improved 

organisational performance. 

2.2 Theoretical Review 

2.2.1 Resource-Based View (RBV) Theory 

The Resource-Based View (RBV) Theory was developed by Jay Barney in 1991. The theory argues that 

organisations achieve competitive advantage and improved performance through the effective utilization 

of valuable, rare, inimitable, and non-substitutable resources and capabilities. According to the theory, 

resources such as technological capability, managerial competence, innovation capacity, organisational 

knowledge, and digital infrastructure are strategic assets that significantly influence organisational 

performance and long-term sustainability. 

The relevance of the theory to this study lies in its explanation of digital technologies and management 

innovation as important organisational resources capable of improving organisational performance among 

SMEs in Nigeria. Digital technologies such as cloud computing, e-commerce platforms, enterprise 

software systems, and digital communication tools enhance operational efficiency, innovation capability, 

and strategic management. Similarly, management innovation enables SMEs to improve workflow 

systems, decision-making processes, coordination, and organisational flexibility.  However, the theory has 

been criticized for paying limited attention to external environmental factors such as government policies, 

infrastructural challenges, and market conditions that may affect organisational performance in developing 

economies. 

2.2.2 Dynamic Capability  Theory 

Dynamic Capability Theory was advanced by David Teece, Pisano, and Shuen in 1997. The theory 

emphasizes the ability of organisations to integrate, build, and reconfigure internal and external 

competencies in response to rapidly changing business environments. According to the theory, 

organisations must continuously adapt, innovate, and develop new capabilities such as organisational 

learning, strategic flexibility,  digital adaptability, and innovation capability in order to remain competitive 

and sustainable in uncertain markets. 

The relevance of the theory to this study lies in its explanation that SMEs in Nigeria require dynamic 

capabilities to effectively respond to technological disruption, changing customer demands, and 

competitive pressures. Digital technologies enhance these capabilities by improving communication 

systems, supporting real-time decision-making, facilitating organisational learning, and enabling 

innovative management practices. Consequently, SMEs that effectively adapt their managerial systems 
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and technological resources are more likely to achieve improved organisational performance and 

competitive advantage. However, the theory has been criticized for being abstract and difficult  to measure 

empirically, particularly in developing economies where technological capabilities and organisational 

structures differ significantly. 

2.2.3 Theoretical Framework of the Study 

This study is anchored primarily on the Resource-Based View (RBV) Theory and supported by the 

Dynamic Capability Theory. The Resource-Based View Theory is considered the most suitable because it 

explains how digital technologies and management innovation function as strategic organisational 

resources capable of improving organisational performance among SMEs in Nigeria. 

The Dynamic Capability Theory complements RBV by emphasizing the need for SMEs to continuously 

adapt, innovate, and develop digital capabilities in response to changing technological and market 

conditions. Together, the theories provide a strong theoretical foundation for understanding how digital 

technologies can enhance management innovation and organisational performance in Nigerian SMEs. 

2.3 Empirical  Review 

Recent empirical studies have increasingly examined the relationship between digital technologies, 

management innovation, and organisational performance among Small and Medium Enterprises (SMEs), 

particularly in emerging economies such as Nigeria. The reviewed studies indicate that digital 

transformation significantly improves organisational efficiency, innovation capability, competitiveness, 

and business sustainability. 

A study by Taiwo, Adesoba, and Adedotun (2024) investigated the effect of digital technology adoption 

on the performance of SMEs in the food, drink, and beverage industry in Ondo State, Nigeria. The study 

adopted a survey research design and administered 400 questionnaires to SME owners and workers. Data 

were analyzed using frequency distribution, percentages, mean scores, and Analysis of Variance 

(ANOVA). The findings revealed that digital technology adoption had a significant positive impact on 

SME performance, particularly in operational efficiency, customer service, and market expansion. The 

study concluded that digital technologies improve organisational performance and recommended 

improved infrastructural support for SMEs in Nigeria. 

Similarly, Abakpa and Dvouletý (2024) examined digital transformation and SME performance in Nigeria 

with emphasis on methodological considerations. The study proposed the use of Structural Equation 

Modelling (SEM) to examine how digital tools influence organisational performance among SMEs in 

Benue State, Nigeria. The study identified digital communication systems, cloud technologies, and online 

business platforms as important drivers of productivity, competitiveness, and managerial efficiency among 

SMEs. The researchers emphasized that digital transformation enhances strategic coordination and 

organisational innovation. 

In another study, Adeniran (2025) examined the role of digital transformation on SME performance in 

Nigeria. The study found that digital technologies such as cloud computing, digital payment systems, 
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online communication platforms, and e-commerce applications significantly improve productivity, 

profitability, and customer engagement among SMEs. The study further revealed that SMEs that integrate 

digital technologies into managerial systems experience improved strategic flexibility and organisational 

effectiveness. However, infrastructural deficiencies and low digital competence were identified as major 

barriers affecting effective digital transformation. 

A related study by researchers on ICT adoption and organisational performance in Nigerian SMEs (2025) 

investigated the opportunities and challenges associated with digital transformation among SMEs. The 

study established that ICT adoption positively influences organisational performance through improved 

productivity, innovation capability, and operational efficiency. However, the study identified challenges 

such as poor internet connectivity, inadequate digital literacy, cybersecurity concerns, and high technology 

costs as major constraints to effective digital transformation in Nigerian SMEs. 

Furthermore, a study by OôHiggins (2023) examined the impact of business architecture in the context of 

digital transformation using the Partial Least Squares Structural Equation Modelling (PLS-SEM) 

approach. The findings revealed that digital transformation significantly improves strategic alignment, 

service delivery, organisational efficiency, and management effectiveness. The study concluded that 

digital transformation enhances management innovation and organisational performance by improving 

operational coordination and strategic responsiveness. 

Gonzalez-Varona, Lopez-Paredes, Poza, and Acebes (2024) investigated the development of 

organisational competence for digital transformation in SMEs. The study adopted an in-depth literature 

review and expert interview approach to examine the digital capabilities required for SMEs to achieve 

digital maturity. The findings showed that organisational learning, knowledge management, and digital 

competence significantly enhance management innovation and organisational adaptability among SMEs. 

The study concluded that SMEs that develop strong digital capabilities are more likely to achieve 

improved organisational performance and sustainable competitiveness. 

Similarly, Gómez-Morantes, Herrera, and Camacho (2025) examined digital innovation in 

microenterprises and SMEs. The study revealed that digital technologies improve communication 

systems, customer engagement, innovation capability, and business adaptability. However, the researchers 

noted that many SMEs face difficulties adapting to rapid technological changes due to limited financial 

resources, inadequate infrastructure, and low digital readiness. The study emphasized the importance of 

continuous innovation and digital adaptability in improving organisational performance among SMEs. 

Lokuge and Duan (2021) investigated the enablers of digital transformation in SMEs. The study identified 

organisational readiness, leadership support, digital culture, and technological capability as major factors 

influencing successful digital transformation among SMEs. The findings revealed that SMEs that 

effectively adopt digital technologies experience improved operational flexibility,  managerial innovation, 

and organisational competitiveness. 

In another empirical study, researchers examined innovation strategies and competitiveness among SMEs 

in Lagos State, Nigeria. The findings revealed that innovation strategies such as process improvement, 
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digital transformation, and strategic innovation significantly improve organisational competitiveness and 

business growth among SMEs. The study concluded that innovative managerial practices and digital 

transformation remain important determinants of organisational performance in Nigerian SMEs. 

The unique gap this study seeks to fill is the lack of empirical evidence on the role of management 

innovation as a mechanism through which digital technologies influence organisational performance 

among SMEs in Nigeria. The study specifically integrates digital technologies, management innovation, 

and organisational performance into a single empirical framework within the Nigerian SME context. 

3. Methodology 

This study examined whether digital technologies enhance management innovation and organisational 

performance among Small and Medium Enterprises (SMEs) in Nigeria. The study specifically investigated 

the effect of digital technologies on management innovation, the relationship between digital technologies 

and organisational performance, and the influence of management innovation on organisational 

performance among SMEs in Nigeria. A descriptive survey research design was adopted, while primary 

data were collected through structured questionnaires administered to SME owners, managers, and 

administrative personnel. 

A total of 340 questionnaires were distributed, out of which 328 were validly completed and returned, 

representing a response rate of 96.5%. Data collected were analyzed using descriptive statistics, Pearson 

Product Moment Correlation, Chi-Square, ANOVA, and Multiple Regression Analysis with the aid of 

Statistical Package for Social Sciences (SPSS) version 26. 

The findings revealed that digital technologies significantly influence management innovation among 

SMEs with a regression coefficient of ɓ = 0.692 and a significance value of p < 0.05. The study further 

established a strong positive relationship between digital technologies and organisational performance (r 

= 0.718, p < 0.05). In addition, management innovation significantly influenced organisational 

performance with a regression coefficient of ɓ = 0.667 and p < 0.05. The ANOVA result also showed that 

digital technologies and management innovation jointly have a significant effect on organisational 

performance (F = 84.327, p < 0.05). 

The study concludes that digital technologies remain critical drivers of management innovation and 

organisational performance among SMEs in Nigeria. The study therefore recommends increased 

investment in digital technologies and innovative management systems to improve productivity, 

competitiveness, operational efficiency, and long-term business sustainability among SMEs. The 

hypotheses were tested at a 0.05 level of significance. 

3.1 Model Specification 

The functional relationship of the study is expressed as: 

OP= f(DT, MI) ..................................................................... equ.1 

Where: 
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¶ OP = Organisational Performance 

¶ DT = Digital Technologies 

¶ MI = Management Innovation 

The econometric model is specified as: 

OP=ɓ0+ɓ1DT+ɓ2MI+ɛOP=\beta_0+\beta_1DT+\beta_2MI+\muOP=ɓ0+ɓ1DT+ɓ2MI+ɛ ....... equ.2 

Where: 

¶ OP = Organisational Performance 

¶ DT = Digital Technologies 

¶ MI = Management Innovation 

¶ ɓ0\beta_0ɓ0 = Constant term 

¶ ɓ1īɓ2\beta_1 - \beta_2ɓ1īɓ2 = Regression coefficients 

¶ ɛ = Error term. 

The model explains that organisational performance depends on digital technologies and management 

innovation among SMEs in Nigeria. 

3.2 Apriori  Expectation 

The apriori expectation specifies the expected relationship between the dependent and independent 

variables in the model. The study expects positive relationships between digital technologies, management 

innovation, and organisational performance. Therefore: 

ɓ1>0, ɓ2>0\beta_1>0,\ \beta_2>0ɓ1>0, ɓ2>0 .................................................... equ3 

This implies that: Digital technologies and Management innovation are expected to positively influence 

organisational performance. An increase in digital technology adoption and innovative management 

practices is therefore expected to improve productivity, efficiency, competitiveness, and overall 

organisational performance among SMEs in Nigeria. 

 

 

4. Data Presentation, Analysis and Interpretation  of Results 

4.1 Introduction  

This chapter presents the analysis and interpretation of data collected from respondents on the study. A 

total of 340 questionnaires were administered to SME owners, managers, supervisors, and administrative 

personnel across selected SMEs in Nigeria. Out of the 340 questionnaires distributed, 328 were properly 
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completed and returned, representing a response rate of 96.5%, while 12 questionnaires were not returned 

or were improperly filled. 

Table 4.1 Demographic Data of Respondents 
 

Variables Categories Frequency Percentage (%) 

Gender Male 191 58.2 

 Female 137 41.8 

Age 20ï30 years 71 21.6 

 31ï40 years 126 38.4 

 41ï50 years 87 26.5 

 51 years and above 44 13.5 

Educational Qualification Secondary School Certificate 42 12.8 

 Diploma/NCE 83 25.3 

 Bachelorôs Degree/HND 149 45.4 

 Postgraduate Qualification 54 16.5 

Business Sector Manufacturing 61 18.6 

 Trade/Commerce 101 30.8 

 Agriculture 49 14.9 

 Information Technology 46 14.0 

 Services 71 21.7 

Total  328 100.0 

 

Table 4.1 reveals that 58.2% of the respondents were male, while 41.8% were female, indicating that both 

genders were adequately represented in the study. The age distribution shows that the majority of 

respondents (38.4%) were between 31ï40 years, followed by respondents within 41ï50 years (26.5%). 

This implies that most respondents were economically active adults with managerial and business 

experience. 

Regarding educational qualification, 45.4% of respondents possessed Bachelorôs Degree/HND 

qualifications, indicating that respondents were sufficiently educated to understand digital technologies 

and management practices. The distribution of respondents across business sectors indicates that trade and 
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commerce constituted the largest category with 30.8%, followed by service businesses with 21.7%. This 

suggests that SMEs in commercial and service sectors are more actively engaged in digital business 

operations in Nigeria. 

4.2 Analysis of Research Questions 

4.2.1 Research Question One 

Table 4.2 How do digital technologies affect management innovation in SMEs? 
 

Items SA A U D SD Mean 

Digital technologies improve communication and coordination 151 108 20 31 18 4.05 

Digital technologies enhance managerial decision-making 146 117 18 29 18 4.04 

Automation improves operational efficiency 162 101 17 30 18 4.09 

Digital platforms encourage innovative management practices 149 112 22 27 18 4.06 

Cloud-based systems improve workflow management 138 118 25 30 17 4.01 

Grand Mean      4.05 

Table 4.2 indicates that respondents generally agreed that digital technologies positively influence 

management innovation among SMEs in Nigeria. The grand mean score of 4.05 exceeds the acceptable 

benchmark mean of 3.00, indicating a high level of agreement among respondents. Specifically, 

respondents strongly agreed that automation improves operational efficiency with a mean score of 4.09. 

The findings also show that digital technologies improve managerial decision-making, communication 

systems, workflow coordination, and innovative management practices. 

The implication of this result is that digital technologies significantly contribute to management 

innovation by improving organisational coordination, communication efficiency, and strategic managerial 

practices among SMEs. 

4.2.2 Research Question Two 

What relationship exists between digital technologies and organisational performance in SMEs? 

Table 4.3: Digital Technologies and Organisational Performance 

Items SA A U D SD Mean 

Digital technologies improve productivity 164 104 18 24 18 4.13 

Digital systems increase customer satisfaction 153 111 20 26 18 4.08 

E-commerce platforms improve market reach 167 98 19 27 17 4.13 



52  

Digital technologies reduce operational costs 145 115 23 27 18 4.04 

Digital communication improves service delivery 157 108 20 25 18 4.10 

Grand Mean      4.10 

 

The findings reveal that digital technologies positively influence organisational performance among SMEs 

in Nigeria. The grand mean score of 4.10 indicates strong agreement among respondents. Respondents 

particularly agreed that digital technologies improve productivity and market reach with mean scores of 

4.13 each. This suggests that digital transformation enables SMEs to improve efficiency, attract more 

customers, and expand business operations beyond traditional market boundaries. 

The result further indicates that digital technologies improve customer satisfaction, reduce operational 

costs, and enhance service delivery. 

4.2.3 Research Question Three 

How does management innovation influence organisational performance in SMEs? 

Table 4.4: Management Innovation and Organisational Performance 

Items SA A U D SD Mean 

Innovative management practices improve productivity 154 109 18 29 18 4.08 

Flexible managerial systems improve organisational efficiency 159 103 20 28 18 4.09 

Digital coordination improves employee performance 147 115 19 29 18 4.05 

Strategic innovation improves competitiveness 161 101 21 27 18 4.10 

Data-driven management improves decision-making 152 110 20 28 18 4.07 

Grand Mean      4.08 

 

The table shows that management innovation significantly improves organisational performance among 

SMEs in Nigeria. The grand mean score of 4.08 indicates that respondents agreed that innovative 

managerial practices contribute positively to productivity, efficiency, competitiveness, and decision-

making. Respondents strongly agreed that strategic innovation improves competitiveness with a mean 

score of 4.10. This suggests that SMEs adopting innovative management systems are better positioned to 

survive and compete effectively in dynamic business environments. 

4.3 Correlation Matrix  

Table 4.5: Correlation Matrix of Study Variables 
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Variables DT MI  OP 

Digital Technologies (DT) 1.000   

Management Innovation (MI) 0.692** 1.000  

Organisational Performance (OP) 0.718** 0.667** 1.000 

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

The correlation matrix shows a strong positive relationship between digital technologies and management 

innovation (r = 0.692), indicating that increased adoption of digital technologies enhances innovative 

management practices among SMEs. The table also reveals a strong positive relationship between digital 

technologies and organisational performance (r = 0.718), suggesting that digital transformation 

significantly improves productivity, operational efficiency, and competitiveness among SMEs. 

Furthermore, management innovation was positively correlated with organisational performance (r = 

0.667), indicating that innovative management practices contribute significantly to improved 

organisational outcomes. The significance values indicate that all relationships are statistically significant 

at the 0.01 level. 

4.4 Test of Hypotheses 

H : Digital technologies have no significant effect on management innovation in SMEs. 

Table 4.6: Regression Analysis Showing Effect of Digital Technologies on Management Innovation 
 

Variables Beta t-value Sig. 

Constant 1.173 4.011 0.000 

Digital Technologies 0.692 13.846 0.000 

The regression result reveals that digital technologies have a significant positive effect on management 

innovation among SMEs in Nigeria. The beta coefficient of 0.692 indicates that a unit increase in digital 

technology adoption leads to a corresponding increase in management innovation. The coefficient of 

determination (R² = 0.479) indicates that 47.9% of the variation in management innovation is explained 

by digital technologies. 

Since the significance value (0.000) is less than 0.05, the null hypothesis is rejected. Therefore, digital 

technologies significantly affect management innovation among SMEs in Nigeria. 

H : There is no significant relationship between digital technologies and organisational performance in 

SMEs. 
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Table 4.7: Pearson Correlation Analysis 
 

Variables r-value Sig. 

Digital Technologies and Organisational Performance 0.718 0.000 

The result reveals a strong positive relationship between digital technologies and organisational 

performance with a correlation coefficient of 0.718. This implies that SMEs that adopt digital technologies 

are more likely to experience improved productivity, customer satisfaction, operational efficiency, and 

market competitiveness. Since the p-value of 0.000 is less than 0.05, the null hypothesis is rejected. 

Therefore, there is a significant relationship between digital technologies and organisational performance 

among SMEs in Nigeria. 

H : Management innovation has no significant influence on organisational performance in SMEs. 

Table 4.8: Regression Analysis Showing Influence of Management Innovation on Organisational 

Performance 
 

Variables Beta t-value Sig. 

Constant 1.092 3.887 0.000 

Management Innovation 0.667 12.954 0.000 

R = 0.667 R²= 0.445 Adjusted R²=0.442 F-value = 167.806 

The result indicates that management innovation significantly influences organisational performance 

among SMEs in Nigeria. The beta coefficient of 0.667 indicates that management innovation positively 

contributes to organisational performance. The R² value of 0.445 indicates that 44.5% of the variation in 

organisational performance is explained by management innovation. 

Since the significance value of 0.000 is less than 0.05, the null hypothesis is rejected. Therefore, 

management innovation significantly influences organisational performance among SMEs in Nigeria. 

4.7 Chi-Square Analysis 

Table 4.9: Chi-Square Test on Digital Technology Adoption and Management Innovation 
 

Variables Compared ɢĮ-value df Sig. 

Digital Technology Adoption and Management Innovation 52.318 12 0.000 

The Chi-Square result shows a significant association between digital technology adoption and 

management innovation among SMEs in Nigeria. The calculated Chi-Square value of 52.318 with a 

significance level of 0.000 indicates that digital technologies are significantly associated with innovative 

management practices. Since the significance value is less than 0.05, the null hypothesis is rejected. 
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4.8 ANOVA Result 

Table 4.11: ANOVA Result on Digital Technologies and Organisational Performance 
 

Source of Variation Sum of Squares df Mean Square F-value Sig. 

Regression 148.216 2 74.108 84.327 0.000 

Residual 285.664 325 0.879   

Total 433.880 327    

The ANOVA result indicates that the regression model is statistically significant. The calculated F-value 

of 84.327 with a significance value of 0.000 indicates that digital technologies and management innovation 

jointly have a significant effect on organisational performance among SMEs. Since the significance value 

is less than 0.05, the overall regression model is statistically significant and reliable for explaining 

organisational performance. 

4.9 Discussion of Findings 

The findings of this study revealed that digital technologies significantly enhance management innovation 

among Small and Medium Enterprises (SMEs) in Nigeria. The result from the regression analysis showed 

that digital technologies positively influence communication systems, managerial coordination, workflow 

management, and strategic decision-making processes within SMEs. This finding implies that SMEs that 

adopt digital technologies are more likely to improve innovative managerial practices and operational 

flexibility. The result supports the position of Birkinshaw, Hamel, and Mol (2008), who argued that 

management innovation improves organisational effectiveness through the introduction of new managerial 

processes and systems. The finding is also consistent with the study of Lokuge and Duan (2021), which 

established that digital transformation significantly enhances managerial innovation and organisational 

adaptability among SMEs. 

The study further revealed a strong positive relationship between digital technologies and organisational 

performance among SMEs in Nigeria. The correlation analysis indicated that digital technologies 

significantly improve productivity, customer satisfaction, operational efficiency, and market 

competitiveness. This finding suggests that SMEs that effectively adopt digital technologies such as e-

commerce platforms, cloud systems, digital communication tools, and online payment systems tend to 

achieve better organisational outcomes than SMEs relying mainly on traditional operational methods. This 

finding aligns with the study of Verhoef et al. (2021), which concluded that digital transformation 

contributes significantly to organisational competitiveness and strategic performance. The result is also in 

agreement with the findings of Adeniran (2025), who reported that digital technologies improve 

productivity, profitability, and customer engagement among Nigerian SMEs. 

Furthermore, the findings showed that management innovation significantly influences organisational 

performance among SMEs in Nigeria. The regression analysis revealed that innovative management 

practices such as digital coordination systems, flexible managerial structures, strategic innovation, and 
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data-driven decision-making positively contribute to organisational productivity and competitiveness. 

This indicates that SMEs that embrace innovative management systems are better positioned to respond 

to changing market conditions and technological disruptions. The finding supports Hamel (2006), who 

argued that management innovation is one of the most important determinants of long-term organisational 

success and sustainability. The result also corroborates the Dynamic Capability Theory, which emphasizes 

that organisations capable of adapting and reconfiguring managerial systems in response to environmental 

changes are more likely to achieve superior performance. 

The Chi-Square analysis further revealed a significant association between digital technology adoption 

and management innovation among SMEs in Nigeria. This finding implies that digital transformation is 

closely linked with innovative managerial practices in organisations. SMEs that adopt digital technologies 

tend to redesign managerial structures, improve communication systems, and strengthen organisational 

coordination. This finding agrees with Warner and Wäger (2019), who observed that digital transformation 

facilitates strategic renewal and innovative management practices within organisations. 

In addition, the ANOVA result revealed that digital technologies and management innovation jointly have 

a significant effect on organisational performance among SMEs in Nigeria. This finding suggests that 

organisational performance is not influenced by digital technologies alone, but also by the ability of SMEs 

to integrate innovative management practices into business operations. The implication is that SMEs that 

combine digital transformation with effective management innovation are more likely to achieve higher 

productivity, operational efficiency, customer satisfaction, and business sustainability. 

Overall, the findings of the study demonstrate that digital technologies remain critical drivers of 

management innovation and organisational performance among SMEs in Nigeria. However, despite the 

positive effects of digital transformation, SMEs still face challenges such as poor electricity supply, 

inadequate internet connectivity, limited digital literacy, and high technology costs, which continue to 

hinder the full realization of digital transformation benefits within the Nigerian business environment. 

 

 

5. Conclusion and Recommendation 

5.1 Conclusion 

This study examined whether digital technologies can enhance management innovation and organisational 

performance among Small and Medium Enterprises (SMEs) in Nigeria. The study specifically investigated 

the effect of digital technologies on management innovation, the relationship between digital technologies 

and organisational performance, and the influence of management innovation on organisational 

performance among SMEs in Nigeria. 

The findings of the study revealed that digital technologies significantly enhance management innovation 

among SMEs. The study established that digital transformation improves communication systems, 

workflow coordination, managerial decision-making, and strategic flexibility within organisations. The 

findings further showed that digital technologies have a strong positive relationship with organisational 
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performance through improved productivity, customer satisfaction, operational efficiency, and market 

competitiveness. 

The findings also revealed that management innovation significantly influences organisational 

performance among SMEs. Innovative managerial practices such as digital coordination, strategic 

innovation, flexible managerial systems, and data-driven decision-making were found to improve 

organisational effectiveness and competitiveness. 

In addition, the study established that digital technologies and management innovation jointly contribute 

significantly to organisational performance among SMEs in Nigeria. The findings therefore demonstrate 

that digital transformation remains an important strategic tool for improving business sustainability, 

innovation capability, and competitiveness in the Nigerian SME sector. 

The study concludes that SMEs that effectively adopt digital technologies and innovative management 

practices are more likely to achieve superior organisational performance and long-term business growth. 

However, infrastructural deficiencies, poor internet connectivity, inadequate digital literacy, and high 

technology costs continue to limit the effective adoption of digital technologies among many SMEs in 

Nigeria. 

Some of the limitations were that only SMEs in Nigeria was used and we relied mainly on cross-sectional 

primary data collected through structured questionnaires, which may be subject to respondent bias and 

limit the generalization of findings over time. The study also utilized basic statistical techniques such as 

correlation, ANOVA, Chi-square, and regression analysis without advanced techniques like Structural 

Equation Modelling (SEM). In addition, infrastructural challenges, time constraints, and limited access to 

some SME operators affected the scope of data collection. 

 

 

5.2 Recommendations 

Based on the findings of the study and in line with the specific objectives, the following recommendations 

are made: 

1. SME owners and managers should invest in digital tools such as cloud-based systems, digital 

communication platforms, and enterprise management software to improve managerial 

coordination, workflow efficiency, and strategic decision-making. 

2. SMEs should adopt digital platforms such as e-commerce systems, digital payment solutions, and 

customer relationship management technologies to improve productivity, customer satisfaction, 

operational efficiency, and market competitiveness. 

3. Managers of SMEs should adopt flexible managerial systems, data-driven decision-making, and 

strategic innovation practices in order to improve organisational adaptability, efficiency, and long-

term business sustainability. 
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