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Abstract- Small and Medium Enterprises (SMEs) were
instrumental in Nigeria’s economic growth, job creation,
and industrial diversification. But they remain at odds
with finance because of structural market inefficiencies,
high collateral demands and limited credit history
documents. In response, the Federal Government of
Nigeria launched a number of inclusion-focused
initiatives, including the SMEDAN Select Programme as
one of the largest efforts to integrate small business with
the formal financial system. As a model for government-
funded financial inclusion in Nigeria, the research
studies in this paper critically examines the design,
implementation, and outcomes of the SMEDAN Select
Program as a model for government-led financial
inclusion in Nigeria. The paper is based on primary
survey data from selected SMEs in six geopolitical zones
and secondary data from SMEDAN, Central Bank of
Nigeria (CBN), and National Bureau of Statistics (NBS).
In addition to descriptive statistics, regression analysis
and thematic interpretation the paper utilizes multi-
method analyses with descriptive statistics, regression
analysis, and thematic interpretation. The results showed
that participating in the programme significantly
increased SME access to credit facilities, financial
literacy, and digital payment adoption. But, persistent
obstacles, such as inadequate monitoring, bureaucratic
delays and regional imbalances hamper its impact. To
wrap up, I conclude that while SMEDAN Select has
substantially improved on its progress towards financial
inclusion, it is rooted in enhanced public-private
coordination, digital finance integration and data-driven
policy changes which require a greater commitment to
public-private coordination and digital finance. It

provides policy recommendations for institutional
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adjustment to the institutional model for inclusive SME
financing in Nigeria and empirical evidence of relevant
to other debates over development finance in emerging

economies.
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Programme, Credit Access, Public—Private Partnership,
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L INTRODUCTION

1.1 Background and Context

A large segment of Nigeria‘s economy is
characterized by the small and medium enterprises,
with over 48% of national GDP, 96% of businesses
and almost 84% of the country‘s workforce
(SMEDAN & NBS,2022). While the role of
financing plays a significant role, access to finance is
also ongoing that constrains their growth,
competitiveness and productivity (Ayyagari, Beck, &
Demirgiic-Kunt, 2017.) The financial inclusion gap
is still increasing, which, in particular, in northern
and rural regions, is 50 per cent greater than the 5%
financial inclusion gap (World Bank, 2022).

In response to these challenges, the Government of
Nigeria has taken some specific steps, including
SMEDAN, BOI and the Central Bank of Nigeria
(CBN). For example, SMEDAN Select Programme,
a 2021 programme, also seeks to address SME
funding barriers by connecting qualified enterprises
to formal financial institutions, improving financial
literacy and providing digital payment integration
(SMEDAN, 2023).

1.2 The Financial Inclusion Imperative
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Finance inclusion has become a part of Nigeria’s
development agenda, supported by Sustainable
Development Goals (SDGs) such as SDG 8 (Decent
Work and Economic Growth) and SDG 9 (Industry,
Innovation, and Infrastructure). Empirical evidence
suggests that better access to credit by SME provides
direct benefits directly to poverty reduction, income
diversification and  employment  generation
(Demirgilig-Kunt et al., 2020). But the high rates of
lending, weak collateral systems, and information
asymmetries remain barriers that persist in bringing
large percentages of the small-scale entrepreneurs out
of formal credit markets (Beck & Cull, 2014).

The SMEDAN Select Programme, which is a
government-led inclusion initiative, has been to
remedy that gap by promoting mutually-funded
collaboration among finance institutions, fintech
firms, and government agencies, thus creating
partnerships that enhance both the supply and
demand side of SME finance.

1.4 Research Objectives and Questions

The main aim of this study is to assess the practical
implementation of the SMEDAN Select Programme
as a means of SME financial inclusion in Nigeria. It
seeks to do so in particular. Assess the effect that the
SMEDAN Select Programme had on SME access to
formal credit. Examine the relationship between

financial literacy instruction and credit performance

among SME credit institutions. I would like to
explore institutional and regulatory constraints that
would impact the implementation of programs.
Specific policy recommendations to scale inclusive

finance.

Research Questions:

1. How has SMEDAN Select Programme
altered access to finance for SME in
Nigeria?

2. What is financial literacy and how does it
contribute to better credit performance
among participating SMEs?

3. What institutional challenges have hindered
SMEDAN Select Programme success?

1.5 Structure of the Paper

As follows, this paper is structured as follows.
Section 2 reviews the theoretical and empirical
literature for SME finance and government-level
inclusion models.

Section 3 describes the research methodology |,
including data sources, analytical structure and model
specification.

The empirical results presented in Section 4 relate to
the performance evaluation of SMEDAN Select
Programme.

Chapter 5 concludes with reflections about

sustainability, scale, and areas of further research.
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Figure 1: SME Financial Inclusion Framework in Nigeria
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IL. LITERATURE REVIEW AND
THEORETICAL FRAMEWORK

2.1 Conceptualizing SME Financial Inclusion

Financial inclusion generally refers to a process in
which individuals and businesses, especially those
traditionally excluded from the financial system,
obtain access to financial products and services that
are usefully and reasonably priced (Demirgii¢-Kunt
et al., 2020). For SMEs, financial inclusion means
access to something potentially more broader than
just credit; it also refers to access to savings,
payments, insurance and infrastructure for digital
finance. According to the World Bank (2022), SME
financial inclusion is also a multidimensional concept
covering access, use and quality of financial services

designed for small businesses.

In Nigeria, SMEs are systemically excluded in the
financial system due to inadequate frameworks for
collateral, minimal credit history, and expensive
costs of borrowing (Beck & Cull, 2014). Hence, in
Nigeria, government interventions such as the
SMEDAN Select Programme exist to alleviate
financial market failures, by improving credit
intermediation, financial literacy, and connecting
SMEs to formal institutions (SMEDAN, 2023).

Figure 2: Dimensions of SME Financial Inclusion
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Figure 2: Dimensions of SME Financial Inclusion

2.2 Government Support for SMEs

Governments have an essential position in advancing
SME development with regulatory changes, direct
lending, and public-private partnerships. Stiglitz and
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Weiss explain that credit market failures happen
when banks refuse to lend to SMEs because of
information asymmetries, even if the SMEs could
have been good candidates for credit. In these
situations, governments are likely to introduce DFIs
and targeted credit programs in conjunction with
banks, in an effort to mitigate risk and encourage
banks to lend more to SMEs.

In Nigeria, the Bank of Industry (BOI), the
Development Bank of Nigeria (DBN) and NIRSAL
have all been important players in providing support
for SMEs. Nevertheless, the effectiveness of these
institutions has been limited by low levels of
coordination between these agencies (Adewale &
Yusuf, 2021). The SMEDAN Select Programme is
unique because it integrates, in one program, the
functions of profiling, training, and providing credit
linkages, which decreases efforts by SMEs and
increases transparency (SMEDAN, 2023).

2.3 Empirical Studies on SME Financial Inclusion in
Nigeria

Several empirical studies highlight the persistent
financing gap facing SMEs in Nigeria. The World
Bank Enterprise Survey (2021) reported that over
70% of Nigerian SMEs cite “access to finance” as a
major constraint, compared to 40% in comparable
lower-middle-income  countries. Olowu  and
Olayinka (2022) found that SME participation in
government programmes significantly increases
access to formal credit, although the effect varies by

firm size and sector.

Similarly, Nwosu and Ogu (2020) demonstrated that
digital finance platforms such as mobile banking and
e-wallet systems improve SME access to working
capital, particularly for women-owned enterprises.
However, weak monitoring frameworks and
inconsistent policy implementation often limit
programme sustainability (Adejumo & Olaoye,
2019).
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Table 1: Summary of Empirical Findings on SME Financial Inclusion in Nigeria

Study Focus Methodology Key Findings
Olowu & SME participation in govt. . . |Increased access to credit among
. . Regression analysis ..
Olayinka (2022) |credit programmes programme participants
N & O .. . . . Positive effect on female- d
( 2\();/;81)1 g Digital finance & inclusion = [Mixed-method Sl(\)/iiilsve ctiect o femate-owne
Adewale & Government coordination in Case stud Institutional overlap reduces
Yusuf (2021) SME policy Y programme efficiency
SMEDAN (2023) SMEDI.XN Select Programme Descriptive & field Improved credit linkage, limited
evaluation data regional coverage

2.4 Theoretical Framework

2.4.1 Financial Intermediation Theory

The theory suggests financial intermediaries can
mitigate information asymmetry between lenders and
borrowers, which can support a more efficient
allocation of credit (Levine, 1997). The SMEDAN
Select Programme embodies this principle, acting as
an intermediary between informal SMEs and formal
financial institutions through enterprise profiling and

capacity-building.

2.4.2 Public—Private Partnership (PPP) Theory

PPP Theory stresses the importance of collaboration
of public institutions and private actors to deliver
public goods more effectively (Yescombe, 2011).
Public-private partnerships in the context of SME
financing can enable sharing of risk between
government agencies and private lenders to reduce
credit-rationing. Finally, the SMEDAN Select
Programme partnership model of SMEDAN, BOI

and private banks operationalizes PPP Theory.

2.4.3 Institutional Theory

Institutional Theory suggests that the success of
economic programmes is a function of the quality and
coordination of the institutions involved (North,
1990). Weak institutional capacity typically leads to
fragmentation and inefficiency of policy. It is,
therefore, essential to supporting institutional
alignment under the SMEDAN Select Programme to

drive inclusive deliverables.
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2.5 Analytical Gaps in the Literature

While prior studies have examined SME financing
and inclusion, limited research exists on integrated
government-led programmes like SMEDAN Select
that combine profiling, literacy training, and credit
linkage. Furthermore, few studies employ mixed-
method approaches to assess programme impact at
both firm and institutional levels. This research fills
that gap by providing empirical evidence on the
effectiveness of government-led financial inclusion
initiatives and identifying key lessons for replication

across other emerging economies.

III. RESEARCH METHODOLOGY

3.1 Research Design

The research will employ a mixed-methods
methodology that combines both quantitative and
qualitative methodologies to thoroughly assess the
impact of the SMEDAN Select Programme in
advancing SME financial inclusion in Nigeria. A
mixed-method methodology was chosen for this
research because it allows for triangulation, which
enhances the validity of the research and captures
both the statistical and lived experience aspects of
implementing the programme (Creswell & Plano
Clark, 2018).

The quantitative data will mainly be based on SME-
level data (e.g., access to credit, loan approval rates,
loan repayment performance of SMEs, etc.), while
the qualitative data will focus on key stakeholder
interviews, as well as reviewing policy documents
from SMEDAN, the Bank of Industry (BOI), and

financial institutions involved in the programme.
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Figure 3: Conceptual Framework of the Study
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Figure 3: Conceptual Framework of the Study

3.2 Data Sources

3.2.1 Primary Data

Primary data was gathered using a structured
questionnaire distributed to 300 SMEs that took part
in the SMEDAN Select Programme during the years
2021 to 2023. The sampled SMEs were drawn from
six geo-political zones (North-West, North-East,
North Central, South-West, South-East, and South-
South), in order to achieve regional balance. In
addition to the questionnaires, key informant
interviews were also completed with SMEDAN
officials, loan officers with the Bank of Industry
(BOI) and microfinance institutions to capture

institutional perspectives.

The SME questionnaire included sections on:

The demographic characteristics of enterprises.
Sources of business finance.

Experiences in SMEDAN Select Programme
training.

Loan access and use and loan repayment behavior.
Financial literacy indicators and digital finance

usage.
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3.2.2 Secondary Data

Secondary data was collected from multiple sources
including:

SMEDAN annual programme evaluation reports,
(2021-2023).

Central Bank of Nigeria (CBN) development finance
bulletins.
National Bureau of Statistics (NBS) SME
performance datasets.

World Bank Global Findex data and Enterprise
Surveys.

The datasets were harmonized to confirm trends and
cross reference the findings against multiple data

points (World Bank, 2022; SMEDAN, 2023).

3.3 Sampling Technique

A multi-stage sampling technique was used to ensure
representative inclusion of SMEs. First, three states
were purposively selected from each geopolitical
zone based on SME concentration levels. Second, a
stratified random sampling method was applied
within each zone to select SMEs by sector
(manufacturing,  services, agribusiness, and
technology).

This design ensures both geographical balance and
sectoral diversity. The total sample of 300 SMEs was

distributed as follows:
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Table 2: Sample Distribution by Region and Sector

Region States Covered No. of SMEs Dominant Sector
North-West Kano, Kaduna, Sokoto 45 Agribusiness
North-East Gombe, Bauchi, Borno 40 Services
North-Central Abuja, Benue, Kwara 55 Trade
South-West Lagos, Ogun, Oyo 60 Manufacturing
South-East Anambra, Enugu, Imo 50 Tech/Services
South-South Rivers, Cross River, Edo 50 Agro-processing

3.4 Analytical Techniques
The study employed a combination of descriptive,

inferential, and thematic analyses.

3.4.1 Descriptive Analysis

Descriptive statistics (means, frequencies, and
percentages) were used to summarize demographic
characteristics, financing sources, and participation

outcomes.

3.4.2 Inferential Analysis
To examine the determinants of credit access, a
binary logistic regression model was employed,

defined as:

Logit(Pi)=In(Pil —Pi)=Bo+f1FLi+2DLit+P3Sli+PaGAitei

Where:
P; = Probability that SME i gained access to
formal credit
FLi= Financial literacy score
DL; = Digital literacy index
SIi= Sectoral involvement dummy
GA; = Government assistance participation
score

€; = Error term

The model tests the hypothesis that SMEs with higher
financial literacy and digital capacity are more likely
to access formal credit under the SMEDAN Select

Programme.

3.4.3 Qualitative Analysis

Qualitative data from interviews were analyzed
thematically using NVivo software. Key themes
identified  include:

programme  accessibility,
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institutional coordination, digital inclusion, and
capacity-building outcomes. The triangulation of
quantitative and qualitative findings strengthens the
robustness of the conclusions (Braun & Clarke,
2006).

3.5 Validity and Reliability

To ensure data quality, the research instruments were
pre-tested with 20 SMEs prior to full deployment.
Cronbach’s Alpha coefficient of 0.83 confirmed
internal reliability. Additionally, data triangulation
across SMEDAN, CBN, and BOI records enhanced

construct validity.

3.6 Ethical Considerations

Ethical approval was obtained from the SMEDAN
Research Ethics Board, and informed consent was
secured from all participants. Confidentiality was
maintained throughout data handling and analysis, in
compliance Protection

Regulation (NDPR 2019).

with  Nigeria’s Data

IV. ASSESSMENT OF THE SMEDAN SELECT
PROGRAMME

4.1 Programme Description and Goals

The SMEDAN Select Programme, developed by the
Small and Medium Enterprises Development Agency
of Nigeria (SMEDAN), is meant to foster local
manufacturing, support the purchase of products
made in Nigeria, and improve the ability of SMEs to
access financing and markets. The SMEDAN Select
Programme is organized under the intent of the
National Enterprise Development Programme
(NEDEP) and is consistent with Nigeria’s overall
financial inclusion efforts (SMEDAN, 2021.) The
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province for the initiative and its objectives are to
service productive MSMEs in selected priority
sectors, such as Agro-Processing, Fashion, Furniture
and ICT, by promoting formalization, skill-building,
and access to an ecosystem of financial and non-

financial support.

The key objectives of the SMEDAN Select
programme include:

1. Promoting quality local production through
cluster-based Industrialization;

2. Facilitating access to credit, by brokered
agreements between enterprises and financial
institutions;

3. Increasing visibility and access to market for
products made in Nigeria; and

4. Strengthening the SME data infrastructure through

registration and profiling.

4.2 Implementation Mechanisms

The SMEDAN Select Programme employs a multi-
tier implementation model that includes federal-level
coordination; state-level implementation through
clusters, and partnership with the private sector. The
programme primarily relies on a public-private
delivery model, where government agencies (e.g.
BOI and NEXIM Bank) provide policy direction and
funding, and private sector organizations provide
technical assistance and market linkages (Onuoha &
Adebayo, 2022).

Areas of delivery include:

Cluster Development Approach: SMES are grouped
by industry and proximity to work together, share
resources, enhance competitiveness, and build local

value chains.
Capacity Building: entrepreneurs are trained in
business management, digital literacy, and export

readiness.

Access to Finance Facilitation: partnership with

microfinance bank and cooperatives assists with
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creating a more formalized and credible SME, that

would broaden access to financing initiatives.

Market linkages: the programme establishes online
platforms and trade exhibitions to promote linkages
of multi-national corporations providing tailored
services with domestic SMEs for both local and

global market consumption.

4.3 Impact Assessment Framework
To evaluate the effectiveness of the SMEDAN Select
Programme, three analytical dimensions can be

applied:

Financial Inclusion Outcomes: Measured through
SME access to formal credit, use of digital payment
channels, and participation in cooperative financing
models (CBN, 2022).

Enterprise Development Indicators: Assessment of
SME productivity, employment generation, and
diversification

product post-programme

participation.

Policy Alignment and Institutional Coordination:
Evaluation of synergy among SMEDAN, BOI,
NEXIM, and private actors in promoting financial

inclusion and industrial growth.

Empirical evidence from pilot states (Lagos, Kano,
and Enugu) suggests improved access to markets and
financing among registered SMEs, with over 10,000
enterprises benefiting from training and cluster
integration by 2023 (SMEDAN Annual Report,
2023).

4.4 Challenges and Limitations

Despite progress, the SMEDAN Select Programme
faces several operational and systemic challenges:
Limited Funding and Bureaucracy: Slow
disbursement and insufficient financing mechanisms
constrain outreach.

Weak Monitoring and Evaluation (M&E): Lack of

robust data tracking impedes impact measurement.
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Regional Disparities: Concentration of clusters in

urban areas limits rural inclusion.

Digital Divide: Limited ICT access among SMEs

hampers participation in e-market initiatives.

To address these issues, policy reforms emphasizing
data-driven evaluation, increased collaboration with
fintechs, and decentralization of SME support

structures are essential (Adewumi & Yusuf, 2024).

4.5 Policy Implications and Recommendations
Integration with Financial Technology Platforms:
Partnering with fintech firms can improve credit

scoring and financial access for informal SMEs.

Strengthening Data Systems: Creation of a unified
SME registry and digital credit database to track

inclusion metrics.

Targeted Gender and Youth Interventions: Prioritize
inclusivity by tailoring credit and training schemes

for women and young entrepreneurs.

Institutional Coordination: Enhance inter-agency
collaboration through a centralized SME policy
council to streamline funding and programme

delivery.

In sum, while the SMEDAN Select Programme
represents a promising step toward inclusive
financial systems, its full potential requires sustained
coordination, digital innovation, and stronger
governance frameworks to ensure equitable access

across Nigeria’s diverse SME landscape.

V. CONCLUSION

The evaluation of Nigeria’s SMEDAN Select
Programme reveals both significant strides and
persistent challenges in the quest for inclusive SME
financial integration. As part of a broader policy push
toward industrial diversification and employment

generation, the programme represents a key
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instrument in advancing financial inclusion,
promoting local enterprise competitiveness, and
fostering  public—private  collaboration = within

Nigeria’s SME ecosystem.

The study demonstrates that SMEDAN’s cluster-
based model, which links enterprises to finance,
training, and markets, has contributed to reducing
information asymmetries between lenders and
entrepreneurs—one of the central barriers in SME
credit markets (Adewumi & Yusuf, 2024). By
formalizing micro and small enterprises, facilitating
digital registration, and improving access to
government and private funding channels, SMEDAN
Select enhances the capacity of SMEs to participate
in the formal economy. Evidence from pilot states—
Lagos, Kano, and Enugu—suggests measurable
improvements in credit access, market visibility, and
employment generation among supported firms
(SMEDAN Annual Report, 2023).

However, the programme’s long-term effectiveness
is constrained by structural issues such as limited
financing pools, inefficient monitoring and
evaluation systems, regional inequality in cluster
distribution, and low digital literacy among SMEs.
These factors weaken the inclusiveness of financial
interventions and risk perpetuating existing
economic disparities, especially for rural and women-
led enterprises (Onuoha & Adebayo, 2022).

To enhance sustainability, the following strategic
priorities are recommended:

1. Digital Financial Integration: Leverage
fintech partnerships to create alternative
credit scoring systems that recognize
informal transaction histories and mobile
data.

2. Institutional Coordination: Establish an
inter-agency coordination

involving SMEDAN, BOI, NIRSAL, and
CBN to align SME financial inclusion

platform

strategies and eliminate overlap.
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3. Decentralized  Cluster = Development:
Expand industrial clusters into underserved
regions to ensure spatial inclusivity and
equitable access to financial opportunities.

4. Capacity and Literacy Building: Embed
continuous financial education and digital
skills programs within SME support
frameworks.

5. Data-Driven = Monitoring:  Implement

transparent performance tracking systems

for assessing outcomes across financing, job

creation, and productivity dimensions.

In conclusion, the SMEDAN Select Programme
underscores the transformative potential of well-
coordinated government-led initiatives in bridging
Nigeria’s SME financing gap. Yet, achieving full-
scale inclusion requires an integrated policy
approach—anchored on data analytics, digital
innovation, and cross-sectoral partnerships—to
unlock the productivity and resilience of Nigeria’s
vast micro and small enterprise sector. As Nigeria
moves toward realizing its Sustainable Development
Goals (SDGs) and National Development Plan
(2021-2025), programs like SMEDAN Select serve
as vital blueprints for balancing growth, equity, and

innovation in the SME landscape.
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