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Abstract 

Entrepreneurship, with its focus on opportunities, is often seen as one of the foundations of poverty alleviation. 

This paper, therefore, seeks to discuss entrepreneurship and small business as the bedrock in the global economy 

in recession. One of the factors that influence the economy of a nation, either directly or indirectly. It is a fact 

that entrepreneurship plays a significant part in shaping the landscape of a country’s economy. Economists and 

policy makers recognize this fact. Entrepreneurship is the engine of economic growth and it has come to be 

perceived as a catalytic agent for expansion and promotion of productive activities in every sphere of economic 

life all over the world. This research focus on finding out how entrepreneurship influences the global economy in 

recession. The main objective of this paper is to show the significant of small business impact on the global 

economy in recession. It is, thus, reasonable to contend that entrepreneurship is instrumental to unlocking 

economic growth, create employment and reduce poverty. The paper further examines some of the challenges 

faced by entrepreneurs and small business to global economy in recession. Secondary source of information was 

adopted and a qualitative technique that focused on conceptual exploration, theory and critical analysis of 

empirical studies. Qualitative method that provides relevant information were used. Data were collected through 

books, journal and internet.  The paper concluded that SMEs are the largest employers of labor and wealth 

creation. SMEs provide employment, eradicate poverty and help in developing entrepreneurial activities. Lastly, 

recommendation has been offered to boost SMEs developments in economic recession. 
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1.0 Introduction 

Great entrepreneurs have the ability to change the way we live and work. If successful, their innovations may 

improve standards of living, and in addition to creating wealth with entrepreneurial ventures, they also 

create jobs and contribute to a growing economy. Entrepreneurship is thus important for a number of 

reasons, from promoting social change to driving innovation (Naude, (2018).Entrepreneurship is generally 

described as the ability of an individual or a group of individuals to create or discover an opportunity and 

utilize it to the benefit of the society, which, in turn, will bring success to the innovators and their 
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organization (Cuervo-cazurra, 2019).The author take a legalistic view of entrepreneurship and define it ‘as 

the creation of fresh businesses, a stable collection of people who coordinate their efforts to produce fresh 

value-added economic activity’. His relationship between entrepreneurship and economic growth of a 

country has increasingly gained a lot of interest from economists and policy makers over the years. However, 

some view it as a direct relationship, others see it as an indirect kind of relationship. Innovation is the process 

of creating and implementing new ideas, products, or processes that add value and solve problems in new 

and better ways. It involves generating and developing ideas, and then transforming those ideas into practical 

and valuable outcomes. Innovation is a process by which a domain, a product, or a service is renewed and 

brought up to date by applying new processes, introducing new techniques, or establishing successful ideas 

to create new value. The creation of value is a defining characteristic of innovation. It is production or 

adoption, assimilation, and exploitation of a value-added novelty in economic and social spheres; renewal and 

enlargement of products, services, and markets; development of new methods of production; and the 

establishment of new management systems. It is both a process and an outcome. Drucker defined innovation 

as the task of endowing human and material resources with new and greater wealth-producing capacity. 

In the 1960s most of the Sub-Saharan African countries came out of colonization, hence being influenced to 

adopt a state-led centrally planned economic structure since they gained independence. Meanwhile, most 

developed economies in the recent time adopted a different model for their economic growth and 

development in absolute poverty reduction and employment creation. Africa is witnessing what is referred to 

as “youth bulge”, or a population dominated by young people. Governments of these African nations should 

be aware of the significance of making the best advantage of this young population, otherwise, it will be 

turned into a burden particularly in the prevailing increasing unemployment trend among most of the African 

nations. Youth unemployment is a problem that affects most countries, especially in Africa. (Mckeever, 

Anderson &, Jack 2016). 

It is pertinent to note that SMEs will utilize labor intensive method and other scientific theories thereby 

reducing problem of poverty and unrest through wealth and job creation, particularly in developing 

countries. However, small and medium enterprises are expected to facilitate the growth and development of 

human, capital and material resources towards sustainable growth and development. (Baumol, Litan& 

Schramm, 2016). In view of these, many developing countries including Nigeria in particular had in the past 

devised policies and incentives for the general development of SMEs.  The development of many countries is 

often measured by such indices as the level of industrialization, modernization, urbanization, gainful and 

meaningful employment for all those who are able and willing to work, income per capital, equitable 

distribution of income and the welfare and quality of life enjoyed by the population. There is no doubt that 

small scale enterprises exist in most economic environment, (Harbi, Grolleau&Bekir, 2015). 

 

2.0 Review of Related Works 

2.1 Conceptual Review 

Prior to reviewing Drucker’s Principles of Innovation, it would be useful to review his definition of innovation 

as well as types of innovation. Drucker defined innovation as the task of endowing human and material 

resources with new and greater wealth-producing capacity. "The large organization has to learn to innovate, 

or it will not survive."He expanded on this with "Managers must convert society's needs into opportunities 

for a profitable business. That, too, is a definition of innovation." Drucker also suggested that innovation is not 

invention. Innovation is a term of economics rather than technology 
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 Drucker’s Principles of Innovation, 

 

 

With regard to types of innovation, Drucker said: "It is not enough for the business to provide just any 

economic goods and services; it must provide better and more economic ones."He pointed out, "The most 

productive innovation is a different product or service creating a new potential satisfaction, rather than an 

improvement." Few will argue with Drucker’s observations here although this is not that easy. 

A study conducted by the consulting firm Booze, Allen, and Hamilton identified types of innovation as 

consisting of new product lines, additions to existing product lines, improvements or revisions of existing 

product lines (where most innovative activity takes place according to their study), repositioning of products, 

cost reductions and new-to-the-world products which they identified as consisting of less than 10 percent of 

all innovations. 

Innovation may also be the finding of new uses for old products, such as the old Arm & Hammer Baking Soda 

that has now been used to remove food odors from refrigerators and also as toothpaste. 

The Principles of Innovation 

Drucker formulated his principles, which consisted of the following: 

1. Analyze the sources of innovation for opportunities 

2. Determine customer needs, wants and expectations 

3. Innovation should be simple and focused 

4. Innovation should start small 

5. Innovation should aim at leadership 
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Drucker suggested that purposeful, systematic innovation begins with an analysis of the opportunities, and 

classifies "Seven Sources of Innovative Opportunity." He classified these as sources within the business or 

industry and those that deal with changes outside the enterprise or industry. According to Drucker, "The first 

four lies within the business or industry. They are basically "symptoms" but are reliable indicators of changes 

that have already taken place or which can be made to occur with little effort. “Determining customer needs, 

wants and expectations does not fall in the area of rocket science and reinforces the need for marketing and 

marketing research.  

According to Drucker, innovations that are simple and focused should be directed toward a specific, clear and 

designed application, and should be focused on a specific need that it satisfies and the specific end result that 

it produces.This could be considered a reasonable requirement since if the consumer does not understand 

what the product does, the innovative product will not sell.  

Economic Recession 

The National Bureau Economic Research (NBER) defines a recession as “a significant decline in economic 

activity spread across the economy, lasting more than a few months, visible in the real gross domestic 

product (GDP), real income, employment, industrial production, and wholesale-retail sales”. A recession is 

also said to be when businesses cease to expand, the GDP diminishes for two consecutive quarters, rate of 

unemployment rises, and housing prices decline. A recession is a general downturn in any economy. A 

recession is associated with high unemployment, slowing gross domestic product, and high inflation. Is a 

period of general economic decline and is typically accompanied by a drop in the stock market, an increase in 

unemployment, and a decline in the housing market. Generally, a recession is less severe than a depression. 

The blame for a recession generally falls on the federal leadership, often either the president himself, the 

head of the Federal Reserve, or the entire administration. 

Factors that Cause Recessions 

High interest rates are a cause of recession because they limit liquidity, or the amount of money available to 

invest. Another factor is increased inflation. Inflation refers to a general rise in the prices of goods and 

services over a period of time. As inflation increases, the percentage of goods and services that can be 

purchased with the same amount of money decreases. 

Reduced consumer confidence is another factor that can cause a recession. If consumers believe the 

economy is bad, they are less likely to spend money. Consumer confidence is psychological but can have a real 

impact on any economy. 

Reduced real wages, another factor, refers to wages that have been adjusted for inflation. Falling real wages 

means that a worker's paycheck is not keeping up with inflation. The worker might be making the same 

amount of money, but his purchasing power has been reduced. 

Recessions and Gross Domestic Product 

An economic recession is typically defined as a decline in gross domestic product (GDP) for two or more 

consecutive quarters. GDP is the market value of all goods and services produced within a country in a given 

period of time. An example of one type of GDP would be the value of all the automobiles produced within the 

United States for one year. GDP only takes into account new products that have been manufactured. 

Therefore, if a pre-owned car lot were selling pre-owned cars, they would not be included in the GDP 

calculation. Though an official recession has not yet been declared, the economy is clearly heading in that 
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direction. A major cause is obviously evident in the real economic shock of the widespread disruption of 

global and domestic supply chains and direct damage to businesses across all industries, due to the Covid-19 

epidemic and the public health response. Both the impact of the epidemic and the fear and uncertainty 

surrounding it are important.  

But a major underlying cause is also the overextension of supply chains, the overinvestment in marginal 

business, and the razor-thin inventories and fragile business models that have all become the norm over the 

decade of extreme low interest rates and monetary policy by central banks everywhere, and especially the 

Federal Reserve, since the last recession. The deep distortions in business, investment, and consumer 

behavior, that by 2020 have all become thoroughly addicted to an endless flow of easy money, laid the 

groundwork for the economic devastation that is currently underway by leaving the economy with zero 

margin of resilience to buffer against negative economic shocks.  

 

The Great Recession of 2007-2008 

Poor and irrational lending policies from the financial industry led many people to buy houses they could not 

afford because everyone thought housing prices would continue to rise. In 2006, the bubble burst as housing 

prices started to decline. An escalating foreclosure rate caused panic, many banks and hedge funds who had 

bought mortgage-backed securities on the secondary market suddenly realized they were facing huge loses. 

By August 2007, banks became afraid to lend to each other because they did not want these toxic loans as 

collateral. This led to the $700 billion bailout from the government to help save several large financial 

institutions from bankruptcy. By December 2008, employment was declining faster than in the 2001 

recession, and the United States fell into a deep recession. A recession is in essence a rash of simultaneous 

failures of businesses and investment plans. Explaining why they happen, and why some many businesses can 

fail at once, has been a major focus of economic theory and research, with several competing explanations. 

Financial, psychological, and real economic factors are at play in the causes and effects of recessions. Causes 

of the incipient recession in 2020 include the impact of Covid-19 and the preceding decade of extreme 

monetary stimulus that left the economy vulnerable to economic shocks.  

The nature and causes of recessions are simultaneously obvious and uncertain. Recessions are in essence a 

cluster of business failures being realized simultaneously. Firms are forced to reallocate resources, scale back 

production, limit losses and, usually, lay off employees. Those are the clear and visible causes of recessions. 

There are several different ways to explain what causes a general cluster of business failures, why they are 

suddenly realized at the same time, and how they can be avoided. Economists disagree about the answers to 

these questions and several different theories have been offered.  The NBER officially declared an end to the 

economic expansion in February of 2020 as the U.S. fell into a recession amid the coronavirus pandemic. 

Macroeconomic and Microeconomic Signs of a Recession 

The standard macroeconomic definition of a recession is two consecutive quarters of negative GDP growth. 

Private business, which had been in expansion prior to the recession, scales back production and tries to limit 

exposure to systematic risk. Measurable levels of spending and investment are likely to drop and a natural 

downward pressure on prices may occur as aggregate demand slumps. GDP declines and unemployment 

rates rise because companies lay off workers to reduce costs. At the microeconomic level, firms experience 

declining margins during a recession. When revenue, whether from sales or investment, declines, firms look 

to cut their least-efficient activities. A firm might stop producing low-margin products or reduce employee 

https://www.investopedia.com/terms/g/great-recession.asp
https://www.investopedia.com/articles/07/economists.asp
https://www.investopedia.com/terms/m/macroeconomics.asp
https://www.investopedia.com/articles/economics/08/genuine-progress-indicator-gpi.asp
https://www.investopedia.com/terms/u/unemploymentrate.asp
https://www.investopedia.com/terms/u/unemploymentrate.asp
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compensation. It might also renegotiate with creditors to obtain temporary interest relief. Unfortunately, 

declining margins often force businesses to fire less productive employees.(Feridun, 2017). 

A range of financial, psychological, and real economic factors are at play in any given recession. Financial 

factors can definitely contribute to an economy's fall into a recession, as we found out during the U.S. financial 

crisis. The overextension of credit and debt on risky loans and marginal borrowers can lead to enormous 

build-up of risk in the financial sector. The expansion of the supply of money and credit in the economy by the 

Federal Reserve and the banking sector can drive this process to extremes, stimulating risky asset price 

bubbles. And when the music stops the repercussions can carry over into the real economy. (Lehmann, 2019). 

Even worse, artificially suppressed interest rates during the boom times leading up to a recession can distort 

the structure of relationships among businesses and consumer by making business projects, investments, and 

consumption decisions that are interest rate-sensitive, such as the decision to buy a bigger house or launch a 

risky long term business expansion, appear to be much more appealing than they ought to be. The ultimate 

failure of these decisions when rates rise to reflect reality constitutes a major component of the rash of 

business failures that make up a recession (Sarkar, 2018).Psychological factors are frequently cited by 

economists for their contribution to recessions also. The excessive exuberance of investors during the boom 

years that bring the economy to its peak, and the reciprocal doom-and-gloom pessimism that sets in after a 

market crash at a minimum amplify the effects of real economic and financial factors as the market swings. 

Moreover, because all economic actions and decisions are always to some degree forward looking, the 

subjective expectations of investors, businesses, and consumers are always involved in the inception and 

spread of an economic downturn. 

Real changes in economic fundamentals, beyond financial accounts and investor psychology, also make 

critical contributions to a recession. Some economists explain recessions solely as a result of real economic 

shocks, such as disruptions in supply chains, and the damage they can cause to a wide range of businesses. 

Shocks that impact key industries such as energy or transportation can have such widespread effects that 

they cause many businesses across the economy to retrench and cancel investment and hiring plans 

simultaneously, with ripple effects on workers, consumers, and the stock market. Some real economic factors 

can also be tied back into financial markets. Because market interest rates represent not only the cost of 

financial liquidity for businesses, but also the time preferences of consumers, savers, and investors for 

present versus future consumption, artificial suppression of interest rates by a central bank during the boom 

years before a recession distorts not just financial markets but real business and consumption decisions. 

(Jack, 2016). 

Interest rates are a key linkage between the purely financial sector and the real economic preferences and 

decisions of businesses and consumers. In turn, the real preferences of consumers, savers, and investors place 

limits on how far such an artificially stimulated boom can proceed. These manifest as real economic 

constraints on continued growth, in the form of labor market shortages, supply chain bottlenecks, and spikes 

in commodity prices (which lead to inflation) when not enough real resources can be made available to 

support all the overstimulated business investment plans based on easy-money policies. Once these set in, a 

rash of business failures begins in the face of increased production costs and the economy tips into 

recession. (Kshetri,   2018). 

 

https://www.investopedia.com/articles/economics/09/financial-crisis-review.asp
https://www.investopedia.com/articles/economics/09/financial-crisis-review.asp
https://www.investopedia.com/terms/e/economic-shock.asp
https://www.investopedia.com/terms/e/economic-shock.asp
https://www.investopedia.com/terms/i/inflation.asp
https://www.investopedia.com/terms/p/production-cost.asp
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 Leading indicators were already flashing warning signs in 2019, long before Covid-19. 

This had become clear as early as 2018 and 2019, when widespread shortages of needed employees and 

generally tight labor market conditions came to a head and spurred the Fed to very slightly slow the 

expansion of money and credit. The stock market plunged and leading indicators such as the yield 

curve quickly began flashing warning signs of impending recession. As serious a challenge as Covid-19 and 

the associated lockdowns represent over recent months, the economic fallout has been years in the making. 

The economy was sitting on a powder keg, and Covid-19 was a match.    

How the Federal Reserve Fights a Recession 

The U.S. central bank, the Federal Reserve, has a dual mandate: to work to achieve low unemployment and to 

maintain stable prices throughout the economy. During a recession, unemployment rises, and prices 

sometimes fall in a process known as deflation. The Fed, in the case of steep economic downturns, may take 

dramatic steps to suppress unemployment and bolster prices both to fulfill its traditional mandate and also to 

provide emergency support to the U.S. financial system and economy. At the onset of a recession, some 

businesses begin to fail typically due to some combination of real economic shocks or economic bottlenecks 

that result from the incompatibility of production and consumption activities that results from previously 

distorted interest rate and credit conditions. These businesses lay off workers, sell assets, and sometimes 

default on their debts or even go bankrupt. All of these things put downward pressure on prices and the 

supply of credit to businesses in general, which can spark a process of debt deflation.  

Entrepreneurs Spur Economic Growth 

New products and services created by entrepreneurs can produce a cascading effect, where it stimulates 

related businesses or sectors that need to support the new venture, furthering economic development. For 

example, a few information technology companies made up the IT industry in India during the 1990s. The 

industry quickly expanded and many other sectors benefited from it. Businesses in associated industries such 

as call center operations, network maintenance companies, and hardware providers flourished. Education 

and training institutes nurtured a new class of IT workers who were offered better, high-paying 

jobs. Infrastructure development organizations and even real estate companies capitalized on this growth as 

workers migrated to cities where employment was growing. Similarly, future development efforts in 

underdeveloped countries require robust logistics support, capital investments, and a qualified workforce. 

From the highly qualified programmer to the construction worker, entrepreneurship benefits a large part of 

the economy, (Schultz, 2016). 

Entrepreneurs Add to National Income 

Entrepreneurial ventures help generate new wealth. Existing businesses may remain confined to existing 

markets and may hit the glass ceiling in terms of income. New and improved products, services or technology 

from entrepreneurs enable new markets to be developed and new wealth to be created.Additionally, 

increased employment and higher earnings contribute to better national income in the form of higher tax 

revenue and higher government spending. This revenue can be used by the government to invest in other, 

struggling sectors and human capital. Although it may make a few existing players redundant, the 

government can soften the blow by redirecting surplus wealth to retrain workers. (Galindoa& Mendez, 

(2016). 

https://www.investopedia.com/terms/i/invertedyieldcurve.asp
https://www.investopedia.com/terms/i/invertedyieldcurve.asp
https://www.investopedia.com/articles/investing/100715/breaking-down-federal-reserves-dual-mandate.asp
https://www.investopedia.com/terms/d/deflation.asp
https://www.investopedia.com/terms/e/economic-shock.asp
https://www.investopedia.com/terms/d/debtdeflation.asp
https://www.investopedia.com/terms/i/infrastructure.asp
https://www.investopedia.com/terms/c/capital-investment.asp
https://www.investopedia.com/terms/g/glass-ceiling.asp
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Entrepreneurs Create Social Change 

Through offering unique goods and services, entrepreneurs break away from tradition and reduce 

dependence on obsolete systems and technologies. This results in an improved quality of life, improved 

morale, and greater economic freedom. For example, the water supply in a water-scarce region will, at times, 

forces people to stop working to collect water. This will impact their business, productivity, and income. 

Imagine an innovative and automatic pump that can fill people's water containers automatically. This type of 

innovation ensures people are able to focus on their jobs without worrying about a basic necessity like water. 

More time to devote to work translates to economic growth. For a more contemporary example, smartphones 

and apps have revolutionized work and play across the globe. Smartphones are not exclusive to wealthy 

countries or people. As the growth of the smartphone market continues, technological entrepreneurship can 

have a profound, long-lasting impact on the world, (Aremu, 2014). 

Moreover, the globalization of technology means entrepreneurs in lesser-developed countries have access to 

the same tools as their counterparts in richer countries. They also have the advantage of a lower cost of living, 

so a young entrepreneur from an underdeveloped country can compete with a multi-million-dollar existing 

product from a developed country. According to Boudreau and Ramstad (2005) as cited in Wales (2013) 

organizational sustainability is a contemporary issue that refers to achieving business success today without 

compromising the needs of the future generation. The Charter of the Sustainability Committee created by the 

Board of Directors at Ford focuses on sustainability growth, and defined it as the ability to meet the needs of 

present customers while taking into account the needs of future generation, (Ford, 2012) as cited in Wales, 

(2013). In other words, organizational sustainability deals with the ability to satisfy the needs of the present 

generation without jeopardizing the future generation‘s ability to satisfy their needs. This new dimension in 

global business thinking is evidence that the worldview about business organization expectations has 

changed from one dimensional economic (profit) expectation only to three-dimensional expectations of 

satisfying economic, social and environmental needs. (Jalil&Feridun2022). 

 

Community Development 

Entrepreneurs regularly nurture ventures by other like-minded individuals. They also invest in community 

projects and provide financial support to local charities. This enables further development beyond their own 

ventures. Some famous entrepreneurs, such as Bill Gates, have used their money to finance good causes, from 

education to public health. The qualities that make one an entrepreneur are the same qualities that help 

motivate entrepreneurs to pay it forward. 

Entrepreneurship is important as it has the ability to improve standards of living and create wealth, not only 

for the entrepreneurs, but also for related businesses. Entrepreneurs also help drive change with innovation, 

where new and improved products enable new markets to be developed. Economy wise, higher earnings 

thanks to entrepreneurship can help boost national income and tax revenue. Entrepreneurs contribute in 

other ways as well, such as investing in community projects and supporting local charities. Too much 

entrepreneurship (i.e, high self-employment) can be detrimental to economic development. 

Inability to recognize business opportunities: The problems associated with why motivated 

entrepreneurs fall is that they fail to analyze and evaluate business opportunities and ideas. They do not fail 

https://www.investopedia.com/terms/c/consumer-goods.asp
https://www.investopedia.com/terms/q/quality-of-life.asp
https://www.investopedia.com/terms/c/cost-of-living.asp
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because they make mistake or commit errors at the start up stage but their inability to fully subject their 

business ideas and recognize opportunities to test, has been the reason for the failure of most 

entrepreneurship activities. 

 

The role of entrepreneur in the development of Nigeria  

The role of entrepreneurship in economic development through job creation has turned out to be a priority 

for numerous nations against the provision of foreign aid. It calls for various international agencies and 

governments of other nations to embark on strategies to alleviate the scourge of poverty and promote global 

economy in recession. The role of small and medium enterprises as an instrument of sustainable growth in 

developing and under-developing economies or countries has been acknowledged and recognized the world 

over. The development of small and medium enterprises should be seen as an attempt towards 

accomplishment of a wider socio-economic goal, which involves poverty alleviation and eradicating of social 

problems among the population of these countries (Cook &Nixson, 2001). Small and medium enterprises 

drive country‘s development as they create social and economic development via employment generation 

and enhance the sustainable growth of Gross Domestic Product (GDP) (Mckeever, Anderson & Jack, 2023). 

 

Adequate planning: To stress the need for adequate planning before starting up a business venture so that 

the business will not fail. The motivated entrepreneur is to plan well on the type of goods to produce and 

what type of services to render to members of the public, employment of experienced worker so that the 

establishment will not lack behind, adoption to change in terms of technological changes, so in order to fasten 

productivity, mechanized tools should be used.  

 

Regulation plays a crucial role in nurturing entrepreneurship. Unregulated entrepreneurship may lead to 

unwanted social outcomes including unfair market practices, pervasive corruption, and criminal activity. 

European economist WimNaudé (2017) argues that “while entrepreneurship may raise economic growth and 

material welfare, it may not always result in improvements in non-material welfare (or happiness). 

Promotion of happiness is increasingly seen as an essential goal.” 

Paradoxically, a significantly high number of entrepreneurs may lead to fierce competition and loss of career 

choices for individuals. With too many entrepreneurs, levels of aspirations usually rise. Owing to the 

variability of success in entrepreneurial ventures, the scenario of having too many entrepreneurs may also 

lead to income inequality, making citizens unhappy. The relationship between entrepreneurship and 

economic development is important to understand for policymakers and business owners. Understanding the 

benefits and drawbacks of entrepreneurship allows a balanced approach to nurturing entrepreneurship to be 

taken, which can result in a positive economic and societal impact, (Mckeever, Anderson & Jack, 2016). 

Small business is among the most powerful symbols of modern capitalism. Small business owners are 

frequently described as virtuous, self-reliant, and independent. The same characteristics Thomas Jefferson 

(2019) ascribed to free farmers in pre-industrial society, or that Max Weber used to explain the Protestant 

work ethic which, he argued, undergirded industrial capitalism in the late 19th century. Just as important, 

small business, by virtue of its limited scale and scope, avoids the moral baggage often attributed to Big 

Business, bureaucracy, market manipulation, and good-old-boy networking. 

Like many powerful symbols, small business is extremely hard to define. When creating the Small Business 

Administration (SBA) in 1953, the US government officially defined one as ‘independently owned and 

operated and not dominant in its field of operation’. Today, to qualify for an SBA loan, US manufacturers must 
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have fewer than 500 employees, and non-manufacturers must have annual receipts below $7.5 million 

(although the government reserves the right to make exceptions). More qualitative traits like the absence of 

managerial hierarchies, less for malisedlabour relations, and closer ties to local communities also influence 

how some scholars define small businesses. To make things more complicated, ‘small business’ covers a 

diverse range of business functions, counting everyone from the small-town dry cleaner to the wealthy 

software start-up.  

Historically, however, ‘small business’ did not exist in any meaningful sense until the advent of ‘Big Business’ 
in the late 19th century. Before the emergence of large, vertically integrated, and diversified corporations, ‘small business’ was simultaneously everywhere and nowhere, and no one spoke on its behalf. Steel, oil, 

sugar, and cigarette producers emerged as the first Big Businesses, and in 1890 the Sherman Act inaugurated 

American anti-trust policy to protect smaller competitors from their monopolistic practices. Big corporations, 

with big research grants from big government agencies, worked with big universities to bring you modern 

life. The real boom in small business political consciousness came in the early 20th century, with the rise of 

the chain store model. Rooted in the anti-trust tradition, the anti-chain movement championed small retailers 

who faced destructive competition from mail-order houses and department stores. 

Technology, entrepreneurs, entrepreneurs and socio- economic development  

Economic development has been defined as the reduction or eradication of poverty, inequality and 

unemployment within the context of developing economy (Adenikinju, Enofe; 2006:31) it encompasses the 

ability of an economy to maintain a steady growth in productive performance and at the same time able to 

sustain an economic capacity to regularly produce outcomes consistent with long term structural change. 

According to Guillermo, Omar, et al: (2006), the Economic Sustainability Index assess a country‘s medium to 

long-term potential to produce and maintain good economic performance, as measured by its sustained 

growth, human capital development, structural diversification., transactions costs, external dependency, and 

macroeconomic stability. This extent it is correct to say that economic development has to do with the 

amount of benefits, in terms of welfare and infrastructure, the people of a country are able to derive from the 

performance of that economy.  

 

Notwithstanding, it has been evidenced by many writings that technology, entrepreneur, entrepreneurs 

contribute immensely to the development of the world‘s largest economies and also play very important roles 

towards fostering accelerated economic growth, development and stability within the biggest economies of 

the world. SMEs make-up the largest proportion of businesses all over the world and play remarkable roles in 

employment generation, provision of goods and services, creating better standard of living, as well as 

immensely contributing to the gross domestic product (GDP) of many countries. The contribution of SMEs 

can be seen in the following areas:  

 

Provide local consumer products / services and enhance the capacity of big companies: SMEs are 

involved products manufacturing, distribution, and render other services to big companies because most 

SMEs operate as a middle industry for the big forms. Local manufacturing firms like printing press, bakeries, 

bottling plants and processed dairy products are essentially present in every community that provide needed 

products for local consumption (Adegoke, Arowomole; 2006). Merchandisers (wholesalers and retailers) who 

are middlemen in channel of distribution actually sell products to the final consumers. Therefore, the mass 

production of the big firms is incomplete without these middlemen.  

Create avenue for development of skills: In Nigeria, it has been recognized that entrepreneurs drive small 

businesses and small businesses unleash limitless benefits to society and help to improve the socio-economic 
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conditions of society. In its effort to ensure the sustained supply of skilled entrepreneurs to take advantages 

available to SMEs the CBN in 2006 initiated plans to support the efforts of SMEDAN and other agencies by 

establishing viable entrepreneurship development centers in each of the 6 geo-political zones in the country. 

This was to encourage private entrepreneurship, self-employment, job creations, income growth, poverty 

eradication and economic development. (Dau, &Cuervo-cazurra 2019). 

 

Employment generation: SMEs in Nigeria operate under trained technicians and professionals and are the 

source of local and national economic growth. It cares for at least 45% of all private employment and about 

20% of the nation‘s total output of goods and services (Ariyo and Ihua; Ibid). Because most SMEs are labor 

intensive, it is envisaged that it would help to reduce the current ravaging unemployment situation in Nigeria, 

when it is fully harnessed and given the appropriate promotion it deserves. This was the goal of the federal 

government of Nigeria in recent years when it spent much of the revenue generated from oil to encourage the 

establishment of labor intensive small businesses.  

 

Transformation of indigenous technology: All businesses and industrial operations in the world today 

have transformed from house hold artisans to modern industrial setup, which has witnessed phenomenal 

upgrading in skills, machines and equipment and management practices. Historical evidence revealed that 

most of the giant corporations of today started as small businesses. Examples include Guinness of Dublin and 

Philips International of Netherlands, as well as Sony and Honda of Japan. Developing economies like that of 

Nigeria can learn from such experience to create viable enterprises that will adapt imported technologies to local ones so as to grow and become big corporations. (Van, Carree, &Нurik, 2019). 
 

2.2 Empirical Review 

In recognition of the reasons of small scale enterprises in sustainable development and national growth, there 

has been a serious interest in recent years for development of Nigeria‘s SMEs particularly since the adoption 

of the economic reform in 1986. The small and medium scale industry is seen as a key to Nigeria‘s growth and 

alleviation of economic problems and hardship as well as unemployment in the nation. More so, promotion of 

SMEs in developing countries like Nigeria is of paramount importance since it brings about high and even 

distribution of income and wealth, economic self-dependence, creativity development, self-discipline, and 

host of other positive economic uplifting factors (Aremu, 2016). He further opines that, SMEs play an 

important role in the economic development and sustainability of any country in accordance with their 

relative levels of development. He stated that poverty is a worldwide phenomenon and its incidence in 

Nigeria had been high and on the increase since the first republic era in 1980s.  

 

According to Sarkar (2018), both the economists and policy makers recognize the effort of entrepreneurship 

on the economy of a country. In fact, entrepreneurship has been considered as the engine of economic growth 

and it has come to be perceived as a catalytic agent for expansion and promotion of productive activities in 

every sphere of economic life all over the world, (Galindoa, & Mendez, 2016). The role and significance of 

entrepreneurship development in numerous nations worldwide were quite significant. Numerous countries 

leaders and scholars have proposed that entrepreneurship can be a panacea for empowerment, job creation, 

economic transformation, and poverty reduction. For the past decades, numerous nations in developed and 

developing nations have moved their policies from being directed towards a managed economy to an 

entrepreneurial economy. In addition, entrepreneurship largely contributes to proper utilization of 
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resources, the establishment of a developed self-sufficient society, and creation of employment opportunities, 

(Kshetri, 2018). 

Aremu and Guru (2016), posited that SMEs provide income, savings and employment generation. They are 

seen as vital tools for the development of indigenous technology, entrepreneurial spirit which help in 

boosting economic and commercial activities in the country. It has been estimated that SMEs employ 22% of 

the adult population in developing countries. This implies that SMEs speed up the rate of socio-economic 

development of various countries, especially the less and developing countries. SMEs serve as a mechanism 

for attainment of national objectives and goals in terms of low investment cost, employment creation and 

expansion and minimizes the rural urban migration and in economic recession of a country. It can be 

established by the relatively less skilled labor force of a developing economies. It has been noted that SMEs 

play a significant role(s) in achieving political balance and sustainability in many countries of the world, they 

contribute to GDP, internal productivity is enhanced, increase export earnings and enhance capital inflow in 

the economy, (Jalil&Feridun, 2011). 

 

Audretsch, (2019) assert that the significant contribution of entrepreneurship to economic growth lies in its 

serving as a medium for the spillover of knowledge that might otherwise have stayed un-commercialized. 

However, empirical evidence on the relationship between entrepreneurship and economic growth is conflicting (Van Stel, Carree, &Нurik 2019). Entrepreneurship on with per capita GDP growth in wealthy 
countries, its relationship with growth in poor countries is negative. In another study, Reynolds et al., (2018), 

mentioned that there is a negative correlation between real per capita GDP among all countries and the 

entrepreneurial activity. Also, some other authors find the similar outcome in their studies, (Baumol 2019). 

The author juxtaposes entrepreneurship against the hackneyed prescription of Keynesian theory that in 

times of economic downturn augmented government spending should be the panacea. He affirms that 

abundantly projects entrepreneurship can act as an alternative means of stimulating growth ‘that may hold 

greater appeal for today’s policy makers and global leaders’. 
 

 Evidence from West Germany indicates that entrepreneurship positively impacts growth, (Jiang,Wang, & Wu, 

2017). Report from West Germany states that innovation efforts have an indirect effect on economic 

performance through entrepreneurship and that knowledge-based entrepreneurship positively explain 

regional economic performance. Mueller (2016) tests the hypothesis that entrepreneurship and university–
industry relations promoted economic growth in West German regions between 1992 and 2002 and reports 

that regions with a prominent level of entrepreneurship and university–industry relationships record greater 

productivity, and consequently, economic growth. Both start-ups in innovative industries and university 

research in engineering science are found to advance economic growth. Mueller (2016), tests whether 

entrepreneurship is an important medium for knowledge flows and economic growth for the West German 

regions between 1990 and 2002 and finds that a rise in innovative start-up activity is more effective than an 

increase in general entrepreneurship in accelerating economic growth. (Audretsch DB, Bonte&Keilbach, 

2022) 

In another study, Stefanescu, (2019) examines the correlation between economic development and 

entrepreneurial activity in the European context. The group of nations as defined by the Global 

Entrepreneurship monitor employed for the survey are efficiency driven nations such as Turkey, Latvia, 

Croatia, Hungary, and Romania; and innovation-driven nations such as Switzerland, Greece, Norway, 

Slovenia, Germany, Belgium, Italy, United Kingdom, Ireland, Finland, Denmark, France, Portugal, Spain, 
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Netherlands, Sweden, and Iceland. The survey discovers that nations with diverse economic development 

level are distributed based on their entrepreneurial activity during the international crisis’. (Harbi, 

Grolleau,Bekir 2023). 

Harbi, Grolleau, &Bekir, (2011), explore the causal relationship between entrepreneurship and economic 

growth with data (1996– 2007) from 34 OECD countries and report that there is a unidirectional causality 

running from entrepreneurship to economic growth. The results also suggest that increases in self-

employment promote economic growth over the short term but reduce economic growth in the long-term 

horizon. According to Galindoa and Mendez (2014), the authors examine whether feedback effects exist 

among entrepreneurship, economic growth and innovation employing statistics from thirteen developed 

nations. The authors discover proof in support of feedback effects economic activity supports 

entrepreneurship and innovation activities. The authors discover that innovation activities give backing to 

economic activity as well. Entrepreneurs play an essential role in bringing innovation to an economy, notably 

innovative technologies and production methods. (Schultz, 2016). 

According to African Economic Outlook 2017, Entrepreneurship also pushes up total productivity through the 

process of “churning”. New innovative firms put pressure on older firms to innovate. Entrepreneurship 

encourages diversification into new economic sectors and adapts foreign technologies to local markets for its 

growth. It is evident that with factors such as technological product, costs, and process, innovations have 

graduated to become one of the keys to competitiveness and business success. Competition in the global 

economy has now become knowledge-based and this is what Africa need to adapt to grow their economic 

sectors. Most countries in the Africa are known of traditional economic sectors such as textiles, leather, and 

food processing (Kshetri 2018). Such sectors need innovation and technological advancement for them to 

support modern entrepreneurship that will bolster economic growth.  

According to Dim and Dapper (2016), Georgia-Pacific believes that organizational sustainability has three 

dimensions: economic, social and environmental sustainability which are usually referred to as profit, people, 

and planet. They pointed out that in making business decisions, organizations should determine the right 

balance among the dimensions. According to them, economic dimension consist of: be profitable, manage the 

costs effectively so that customers can afford the product(s), make product(s) that people wants, support the 

community by buying local goods and services, pay taxes and participate in local activities. Social dimension 

consist of: make products that improve people‘s lives, support the communities in which the business exists, 

maintain quality work environment and source materials responsibly. Environmental dimension consist of: 

use resources wisely, comply with laws, minimize the facilities impact by operating safely, responsibly and 

efficiently, and also reduce the adverse impact of the products, (Jalil&Feridun, 2017). 

 

This move as Aja-Okorie and Adali (2013) believes will inculcate necessary entrepreneurship knowledge and 

skills, with the intention of reducing graduate unemployment and high dependence on paid employment in 

Nigeria. Bae, Qian, Miao and Fiet (2014), opine that entrepreneurial education refers to learning process for 

entrepreneurial attitude, and skill while entrepreneurial intention is the desires to start a firm. We align with 

these lines of thought, as our research will in addition to attitude and skill, argue that entrepreneurial 

education also include entrepreneurial knowledge about the role entrepreneurs play in the society and 

economy. This will go a long way to address the low entrepreneurship culture noticed among most Nigerian 

graduates, lay emphasis on development of competence and reduce the high dependence on paid 

employment in a country where graduate unemployment is growing tremendously.  
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Increasing complexity in the world of today shows that there is a gap between what is learnt in schools and 

the requirement to function professionally (Achtenhagen and Grubb, 2001; Eraut, 1994). This can be said of 

entrepreneurship today as graduates seem not to be motivated by the entrepreneurship drive as expected; 

this is evident in the rising unemployment levels. Thus, the need to look beyond just entrepreneurial 

education but ensuring that it necessarily gives rise to competence. More so, the extant literature on 

entrepreneurial education, entrepreneurial intention relationship shows that little empirical research has 

focused on developing economies (Ajikeet al., 2015; Byabashiaja and Katono, 2011), such as Nigeria and has 

reported inconsistent and ambiguous results (Lorz, Volery and Muller, 2011; Bae et al., 2014). 

 

 

Methodology  

 

The paper is purely a conceptual work in which the research used documentary literatures as a major source 

of data collection. Relevant content of literatures were used by reviewing relevant journals, write-ups and 

other contributions posted on books and internet. Secondary source of information was adopted and a 

qualitative technique that focused on conceptual exploration, theory and critical analysis of empirical studies. 

Qualitative method that provides relevant information were used.  The research quantify and analyze the 

meanings and relationship of such words and concepts in the literatures, then make conclusion on the 

messages within the texts as well as recommendations. Therefore, in conducting the studies, conceptual 

analysis was employed as such this paper is considered as conceptual review. 

Findings and Discussion 

Corruption, greed, poor corporate governance, unethical business practices, and unhealthy business 

competition are the bane of business organizations sustainability. Exploiting has led most organizations into 

harmful and unethical business practices that have direct negative effects on morals, citizens and the societal 

values at large. Coincidently, the unethical business practices equally affect organizations indirectly by way of 

unsustainability of the business in the long run. Maximizing and capitalizing on SMEs is essential because of 

all the factors relating to economic growth that if ignored might be fatal for its rising economy and will result 

to recession 

We found that innovation, entrepreneurship, curriculum training and education, individual entrepreneurial 

characteristics, the participation of micro, small and medium enterprises, youth empowerment, the 

collaboration of government-university-industry are the key tool for entrepreneurship development which is 

stimulating employment are eventually alleviating poverty. This research revealed that entrepreneurs play a 

huge and significant role worldwide by creating jobs and stimulating both competition and innovation. 

Conclusion  

. Entrepreneur is the key player toward poverty elevation and employment. As a key driver of employment 

growth, the government and all other stakeholders must do everything they can to aid entrepreneurs and 

enhance economic prosperity. Hence, most importantly, entrepreneurship creates regional blocks, inter-firm 

linkage. This creates development towards economic leading to poverty reduction; stimulating employment 

as well as fast-tracking poverty reduction within the regions.  
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Recommendation 

Governments need to include vocational training and entrepreneurial in the education system of the 

respective nations so that people are exposed to entrepreneurship from childhood. In addition, network 

programs and mentorship should be instituted in various high institution where experienced executives 

(presently or previous employed) can give backing to businesses for limited periods by working alongside 

and training staff on major projects.  

Governments need to provide incentives such as subsidies and tax holiday to entrepreneurs who provide 

strong employee value propositions to prospective professional staff, like specialized training or stock option 

programs.  

Governments should offer targeted incentives to entrepreneurs for the development of major sectors that are 

presently underserved and business development services to set up business support services firms.  

Governments should introduce a policy that will help improve the physical infrastructure-power, broadband 

internet, transportation, particularly in the more rural regions and should lessen bureaucracy linked with 

opening a business and fight corruption. 
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