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Abstract— This paper examines the impact of banks credit 

and macroeconomic dynamics on Small and Medium Scale 

Enterprises in Nigeria using annual data from 1992 – 2016. 

The long-run and short-run relationship amongst the variables 

were examined via the non-linear ARDL model. The 

Augmented Dickey Fuller (ADF) and Philip Perron’s (PP) test 

reveals that none of the variables were I(2). The Bounds test to 

cointegration confirms the existence of a long-run relationship. 

The non-linear ARDL results suggests that in both long and 

short-run estimations, that a rise in banks credit, government 

tax revenue and negative shocks in interest rate, inflation rate 

and exchange rate will trigger a fall in SMEs performance in 

Nigeria. Furthermore, it was observed that negative shocks 

tend to be larger in magnitude than positive ones. This study 

therefore recommends amongst others, that loans to the small 

and medium enterprises (SMEs) sector be monitored properly, 

so as to ensure that such loans are not channelled to other 

purposes. 
 

Index Terms— Banks Credit, Macroeconomic Dynamics, 

Non-linear ARDL, Small and Medium Enterprises.  

 

I. INTRODUCTION 

The Small and Medium Scale Enterprises (SMEs) has been 

adjudged globally as been pivotal to economic growth and 
development. SMEs can be adjudged to be non-subsidiary 

and autonomous firms with very few employees, however 

the number differs across countries. According to the 

European Union (EU), SMEs are firms with an employee 

base lesser than 250 persons and an annual turnover not 

exceeding 50millon euros. In the United States, any firm 

with an employee base of 500 workers and less is regarded 

as a small scale enterprise (Stoner, Freeman & Gilbert, 

1996). In India, a firm with a staff strength of 1 to 100 

persons, is considered a small scale enterprise. For Uganda, 

any business unit employing less than 10 persons are micro 
enterprise, while those with a staff base oscillating between 

50 to 100 persons are regarded as medium scale enterprises. 

In Nigeria, the Central Bank of Nigeria in its monetary 

circular No 22 of 1998 sees SMEs as businesses having an 

annual turnover not exceeding 500,000 naira. Furthermore, 

the National Policy on Micro, Small and Medium Scale 

Enterprise (MSMEs) in Nigeria defines MSMEs as 

businesses with a staff strength lesser than 200 persons and  

 

 
Published on January 5, 2020.  

Peter E. Ayunku, Niger Delta University, Nigeria (e-mail: 

peterayunku@yahoo.com).  

Gamaliel O. Eweke, Federal University Otuoke, Nigeria (e-mail: 

apache664@gmail.com).  

 

an asset base (excluding land and buildings) not exceeding 

500 million naira.  

According to the International Council for Small Business 

(ICSB); Micro, Small and Medium-sized Enterprises 
(MSMEs) consists of over 90% of all firms, while 

accounting for an average of 60-70% of the total 

employment and 50% of the Gross Domestic Product (GDP) 

of any economy. An investigation carried out by Small and 

Medium Enterprise Development Agency of Nigeria 

(SMEDAN) and the National Bureau of Statistics (NBS) in 

2013 indicated that the total number MSMEs in the country 

were 37,067,416 firms with a nominal contribution to GDP 

at 48.47%, while accounting for about 7.27% of the total 

export.  

Unfortunately given this statistics, the growth of the SME 
sector in the country like many other developing nations is 

been challenged by a myriad of financial and 

macroeconomic constraints over the years. Given the fact 

that SMEs thrives and operates in a dynamic environment 

subject to various macroeconomic fluctuations (interest rate, 

exchange rate, money supply, taxes, etc.) its performance 

are thereby dependent on its interactions with the 

environment. Progressing from this belief that firms are an 

integral part of their environment, it is therefore a 

desideratum that SMEs learn to appreciate and fully 

understand its environment so as to quickly react to changes 

which may cause a shift in its performance and productive 

capacity. 

Apart from the introduction, the paper is organised as 

follows; section two discussed the problem statement, while 

section three emphasised on the review of literature, section 

four the econometric procedure, section five discussed the 

results and findings and in section six conclusions and 

recommendations are presented. 

II. PROBLEM STATEMENT 

Arguably one of the biggest economies in Africa, Nigeria 

continues to rely and thrive on her vast oil wealth. In a bid 

to diversifying the economic base of the nation emphasis 

have placed on Small and Medium Scale Enterprises 

(SMEs). This is however not new as programmes and 

institutions aimed at developing the SME’s sector began as 

far back in the early 1970’s. These include the establishment 

of Bank of Industry (BOI), Small and Medium Enterprises 

Development Agency of Nigeria (SMEDAN), World Bank 

Small and Medium Enterprises I Loan, World Bank Small 

and Medium Enterprises II Loan, Micro-Finance Initiative 

(MFI), Nigeria Industrial Development Bank (NIDB), Small 

Scale Industries Credit Scheme (SSICS) and Small and 

Banks Credit, Macroeconomic Dynamics and the 

Performance of Small and Medium Scale Enterprises in 

Nigeria: A Non-Linear ARDL Approach 

Peter E. Ayunku and Gamaliel O. Eweke  



    EJBMR, European Journal of Business and Management Research 

Vol. 5, No. 1, January 2020 

DOI: http://dx.doi.org/10.24018/ejbmr.2020.5.1.129                                                                                                                                                             2 

Medium Enterprises Equity Investment Scheme (SMEEIS), 

etc. 
 

Despite concerted effort by the government to improve the 

performance of SMEs, the potentials of SMEs in Nigeria 

have not been fully exploited. The major reason adduced for 

this dismal performance could be traced to poor access to 

credit facilities. Typically, SMEs are susceptible to a higher 

transaction costs than larger firms in obtaining credit, as 

loans to SMEs for capital investment must be long-term in 
order to avoid a fatal mismatch between project gestation 

and loan maturity. Consequently, the cost of funds (interest 

rate) becomes a deciding factor as it significantly impacts on 

the survival and competitiveness of these SMEs. However, a 

major concern is that the banking system which is a major 

source of short-term funds are not providing enough support 

to the expansion of SMEs, owing to perceived risks 

associated with SME sector. The long-term source of funds 

which is the capital market remains quite unreachable for all 

SMEs in the country at present. 

While finance is obviously not the only problem militating 

against the development of SMEs in the country, 
macroeconomic fundamentals such as exchange rate 

depreciation, high monetary policy rate, inflation, taxation, 

inconsistency in government policies, infrastructural decay, 

etc. also serves as factors militating against the potentials of 

SMEs in Nigeria.  

 

III. LITERATURE REVIEW 

THEORETICAL REVIEW 

This study is guided by a few theories on small and medium 

enterprises development and banks’ lending behaviour. 
 

A. Keynesian Economic Theory 

The main thrust of this theory as postulated by Keynes 

(1936), rest on the fact that SMEs are vital in the economic 
development of any country. The theory lends credence to 

the fact that the activities of SMEs thrives, when the 

government creates an enabling and conducive environment. 

This environment thus created must ensure market 

regulation, efficient resource allocation and stabilization of 

policies on those macroeconomic fundamentals (inflation 

rate, exchange rate, interest rate, etc.) that are embedded in 

the environment affecting the activities of SMEs. Keynes 

believes that SMEs operate in a dynamic environment 

subject to several uncertainties and as such SMEs will only 

thrive in a conducive environment. However, given these 
uncertainties and dynamism in the business environment, 

the ability for SMEs to understand its nature becomes 

crucial as it enables them to be proactive in decision making 

given an ever changing business environment.   

 

B. Schumpeter Theory of Innovation 

This theory as proposed by Schumpeter (1934) is premised 

on the fact that entrepreneurs been risk-takers, their 

innovations are determined based on their pro-activeness to 
their environment. However, the environment been 

susceptible to changes overtime, plays a crucial role in their 

performance as businesses. Moreover, given that such 

factors domiciled in the environment are external to 

businesses, an understanding of such factors becomes a sine 

qua non for efficient decision making, ultimately leading to 

an improved performance of businesses. Furthermore, 

Schumpeter sees entrepreneurs as agents of change, 

individuals creating chaos by unsettling the status quo, 

developing new products, ideals and driving the market 

forward. This theory contends that creativity and 
innovativeness are the fons et origo of entrepreneurship, 

which further defines business performance. 

 

C. Loan Pricing Theory 

This theory posits that in trying to adjust the lending rate, 

banks affect the pricing factors of such loans, which 
however affects the cost of funds available for lending. This 

ripple effect triggers the loan uptake by borrowers, which 

ultimately affect the lending capacity of the banks.  

According to Stiglitz and Weiss (1981), banks should take 

into cognizance adverse selection problems moral hazards 

issues when maximising interest income, due to high 

information asymmetry available in the credit market. As 

such if lending rates are too high, this may likely trigger 

adverse selection in the market, as only risk lovers would 

take up such loans. Once such loans are received, the 

borrowers may develop moral hazard behaviour, as they are 
likely to take-up investments with a high level of risk to 

compensate for the lending rate (Chodecai, 2004).  

 

D. Signalling Argument 

This theory argues that a viable company should provide as 

much collateral as possible so as to signal to banks that they 
are less risky borrowers. This is in turn would cause the 

banks to charge a lower interest rate on loans. However, the 

reverse signal arguments contends that banks only require 

more collateral for more risky firms' that requires payment 

of higher interest rates (Chodecai, 2004; Ewert and Schenk 

1998). 

 

E. Credit Market Theory 

This theory ties the interest rate required on loans with the 

bank’s income earned from lending activities. It postulates 

that there exist credit terms that clears the market. In 

assuming than loans and advances remains constant, the 

interest rate then becomes the price (credit term) that clears 

the market. However, a rise in loan demand given a certain 

customer base level will spike a surge in interest rate, vice 

versa. Ewert, Szczesmy & Schenk (2000) contends that a 

rise in the default risk by borrowers will necessitate an 
increase in the interest premium to cover against any 

occurring losses arising from default in the future. The main 

thrust of this theory rest on two major factors; bank’s 

income and interest rate. A higher interest rate means more 

income for banks, but a rise in interest rate makes borrowers 

prone to default risk. Consequently any rate above the 

optimal interest rate may lead to possible losses and less 

income for banks. 
 

EMPIRICAL REVIEW 

Erdogan (2018) inquired into the factors affecting SMEs 

access to bank financing in Turkey, using semi-structured 

interviews conducted with 25 Turkish bank managers and 
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thematic analysis. The findings concluded that commitment 

of SMEs to its credit obligations, age of the firm, 

relationship with the bank, industry which the firm operates 

and limited financial data affects its access to bank loans. 

Bodgan, Marek, George et. al (2018) investigated the impact 

of credit availability on SMEs in Poland using a panel 

logistic regression. Their findings showed that small and 

medium firms have more limited access to credit than large 

companies. 

Ubesie, Onuaguluchi and Mbah (2017) examined the effect 

of deposit money banks on SME growth in Nigeria from 

1986-2015 within the OLS framework. Their findings 

indicated that banks credit has no significant effect on SME 

growth, while interest rate were found to exert a negative 

and significant effect on SME growth. Orogbu, Onyeizugbe 

and Chukwuma (2017) using the OLS method explored the 

implications of the economic environment on SMEs and 

economic growth in Nigeria from 1970-2016. The authors 

observed that inflation rate, government tax, exchange rate 
and interest rate exerted a negative effect on SMEs 

performance.  

Duru, Yusuf and Kwazu (2017) studied the role of 

microfinance banks credit on SMEs development in Lokoja, 

Kogi State in Nigeria using descriptive and chi-square 

statistic. The findings indicated that microfinance banks 

credit have positively impacted on the expansion capacity of 

SMEs in the region. Oaya and Mambula (2017) using 

descriptive statistics and Pearson product moment 

correlation assessed the impact of SMEs financing on 

business growth in Nigeria. Their findings indicated access 
to finance as been key to entrepreneurial development, while 

interest charged on loans and advances do not hinder SMEs 

ability to borrow. Oke and Aluko (2015) explored the 

impact of commercial banks on SME financing in Nigeria 

from 2002-2012. Using panel data regression, their findings 

indicated banks credit to SMEs explained a substantial 

portion of changes affecting SME financing. 

Bassey, Asinya and Amba (2014) examined the behaviour 

of bank lending and macroeconomic policies on SMEs 

growth in Nigeria exploring data from 1992-2011. Using the 

Ordinary Least Square (OLS) regression technique, their 

findings revealed a significant and positive relationship 
between bank credits and the growth of SMEs in Nigeria. 

Imoughele and Ismaila (2014) within the vector error 

correction model investigated the impact of commercial 

banks credit on SMEs in Nigeria, from 1986-2012. Their 

findings suggested that banks credit have an insignificant 

impact on SMEs output. Onakoya, Fasanya, and 

Abdulrahman, (2013) applying the OLS technique, studied 

the impact of loans to SMEs in Nigeria from 1986 to 2014. 

Their findings suggested that credits exerted a negative 

effect on SMEs growth in the country. 

From the studies above, we found that the result as to the 
true nature of banks credit on SMEs performance in Nigeria 

were either varying or inconclusive, as previous studies 

assumed the relationship between banks credit on SMEs 

performance to be linear. Hence this study as an attempt to 

examine the effect of banks credit and macroeconomic 

dynamics on SMEs performance in Nigeria using a non-

linear approach. 

  

IV. ECONOMETRIC PROCEDURE 

NON-LINEAR AUTOREGRESSIVE DISTRIBUTED LAG (ARDL) 

Most relationship existing among macroeconomic variables 

tend to be non-linear in nature as opposed to a linear one. 
This however suggests that the results obtained from a linear 

analytical technique may be inappropriate in drawing strong 

inference (Shin, Yu and Greenwood, 2011). This study 

follows the non-linear ARDL (NARDL) technique as 

proposed by Shin, Yu and Greenwood (2011) derived from 

the expansion of the linear ARDL proposed by Pesaran, 

Shin and Smith (2001). This non-linear ARDL methodology 

uses positive and negative partial sum decomposition, 

allowing for the detection of asymmetric effects in both the 

long and short-run. 

This NARDL technique also retains the advantages of the 
traditional linear ARDL/bounds test as propounded by 

Pesaran and Shin (1999); Pesaran, Shin and Smith (2001) 

which performs better in small samples and can be applied 

irrespective of the integration order, i.e. I(0) and I(1). 

Secondly, the non-linear ARDL framework by Shin et al. 

(2011) also allows for the detection of hidden cointegration. 

According to Granger and Yoon (2002), two time series are 

said to have hidden cointegration if their positive and 

negative components are cointegrated.  

Given our variables of interest, we thus specify our model; 

Equation 1 

SMEPFt = βo + β1lnBCt + β2INTRt + β3EXCHRt + β4INFRt 

+ β5lnGTRt + et    

Where ln is natural logarithm, BC is banks credit to SMEs, 

INTR is the prevailing interest rate, EXCHR is exchange 

rate, INFR is inflation rate and GTR is government tax 

revenue.  

Given the linear specification in equation (1), it would not 

be possible to capture the asymmetric impact of the 

independent variables on SMEs performance. Hence in 

accounting for asymmetries in our study, we re-specify our 

model as follows; 

Equation 2 

𝑆𝑀𝐸𝑃𝐹& =	𝜆* +	𝜆,𝑙𝑛𝐵𝐶& +	𝜆1𝐼𝑁𝑇𝑅&6 + 𝜆7𝐼𝑁𝑇𝑅&8+ 𝜆9𝐸𝑋𝐶𝐻𝑅&6 + 𝜆<𝐸𝑋𝐶𝐻𝑅&8 + 𝜆=𝐼𝑁𝐹𝑅&6+ 𝜆>𝐼𝑁𝐹𝑅&8 + 𝜆?𝑙𝑛𝐺𝑇𝑅& +	𝑒& 
Where λi is a vector of the long-run coefficients. The 

asymmetric impact of interest rate, exchange rate and 

inflation rate is accounted for by including positive changes 

𝐼𝑁𝑇𝑅&6 𝐸𝑋𝐶𝐻𝑅&6	𝐼𝑁𝐹𝑅&6 and negative changes 𝐼𝑁𝑇𝑅&8 

𝐸𝑋𝐶𝐻𝑅&8	𝐼𝑁𝐹𝑅&8. Where;  

𝐼𝑁𝑇𝑅&6 and 𝐼𝑁𝑇𝑅&8 = partial sums of the positive and 

negative changes in 𝐼𝑁𝑇𝑅&  
𝐸𝑋𝐶𝐻𝑅&6 and 𝐸𝑋𝐶𝐻𝑅&8 = partial sums of the positive and 

negative changes in 𝐸𝑋𝐶𝐻𝑅&  
𝐼𝑁𝐹𝑅&6 and 𝐼𝑁𝐹𝑅&8 = partial sums of the positive and 

negative changes in 𝐼𝑁𝐹𝑅&  
 

However, given a series ф, positive and negative changes in 

фt can be derived thus; 



    EJBMR, European Journal of Business and Management Research 

Vol. 5, No. 1, January 2020 

DOI: http://dx.doi.org/10.24018/ejbmr.2020.5.1.129                                                                                                                                                             4 

Equation 3 

	𝑃𝑜𝑠𝑖𝑡𝑖𝑣𝑒	 = ф&6 =	H∆ф&6
&

JK,
=	Hmax	(фJ

&

JK,
, 0) 

and  

   	
𝑁𝑒𝑔𝑎𝑡𝑖𝑣𝑒 = ф&8 =	H∆ф&8

&

JK,
=	Hmin	(фJ

&

JK,
, 0) 

 

The non-linear ARDL form, can be written from equation 

(2) as; 

Equation 4 
 

∆𝑆𝑀𝐸𝑃𝐹& = 𝜆* + 𝜆,𝑙𝑛𝐵𝐶&8, + 𝜆1𝐼𝑁𝑇𝑅&6 + 𝜆7𝐼𝑁𝑇𝑅&8 	+ 𝜆9𝐸𝑋𝐶𝐻𝑅&6 + 𝜆<𝐸𝑋𝐶𝐻𝑅&8 + 𝜆=𝐼𝑁𝐹𝑅&6+ 𝜆>𝐼𝑁𝐹𝑅&8 + 𝜆?𝑙𝑛𝐺𝑇𝑅&
+H𝜑,∆

X

YK,
𝑆𝑀𝐸𝑃𝐹&8, +	H𝜎1∆

X

YK,
𝑙𝑛𝐵𝐶&8,

+	H𝜏7∆
X

YK,
𝐼𝑁𝑇𝑅&8,6 +	H⍹9∆

X

YK,
𝐼𝑁𝑇𝑅&8,8 	

+	H⍴<∆
X

YK,
𝐸𝑋𝐶𝐻𝑅&8,6 	+	Hć=∆

X

YK,
𝐸𝑋𝐶𝐻𝑅&8,8

+	Hῢ>∆
X

YK,
𝐼𝑁𝐹𝑅&8,6 +	H ꝩ?∆

X

YK,
𝐼𝑁𝐹𝑅&8,8 	

+	H𝜋a∆
X

YK,
𝐺𝑇𝑅&8, + 𝜈& 

 

In applying the non-linear ARDL approach, this paper 

follows the general to specific procedure as used in 

Katrakilidis and Trachanas (2012). First, we conducted a 

unit root test to ascertain the integration order of our 

variables, to confirm that none of our variables are stationary 

at second difference. The second step is to generate positive 

and negative series for our desired variables.  

Next we test for cointegration using the bounds test of 

Pesaran et.al (2001) and Shin et.al (2011) among the 

variables, for linear and non-linear specifications in equation 

(1) and (2) respectively in an unrestricted error correction 

model as in equation (4). This is done using the F-test, 

where the null hypothesis of no cointegration, 

l1=l2=l3=l4=l5=l6 =l7=l8=0 is tested against the 

alternate hypothesis of cointegration, l1≠l2 ≠l3 ≠l4 ≠l5 ≠l6 

≠l7 ≠ l8 ≠ 0. Next we further confirm the presence of 

asymmetries using the Wald test, even after using the 

bounds test. We then proceed to run the Non-Linear ARDL 

using the stepwise regression.  

DATA SOURCES 

This study used annual time series data for the period 1992 - 

2016, sourced from Central Bank of Nigeria (CBN) 

statistical bulletin and National Bureau of Statistics.   

 

 

V. RESULTS AND DISCUSSION OF FINDINGS 

UNIT ROOT TEST 

To ensure that none of the variables are integrated of order, 

I(2) and to avoid spurious results. The Augmented Dickey 
Fuller (ADF) and Phillip Perron (PP) test were used to access 

the integrated order of the variables. As show in Table 1 

below, we established that none of the variables were I(2), as 

they were either I(1) or I(0).   

 

Table 1 Unit Root Test Results 
Variables ADF Test   Remarks     PP Test Remarks 

SMEPF -7.542872**      I(1) -8.661885***          I(1) 

lnBC -3.876495***      I(0)  -3.973483***          I(0) 

INTR -5.240489***      I(0) -5.832359***          I(0) 

EXCHR -3.158938**      I(1) -3.164092**          I(1) 

INFR -4.649968***      I(1) -4.653587***          I(1) 

lnGTR -6.094361***      I(1) -6.348628***          I(1) 

*/**/***, indicates significance at 1%, 5% & 10% respectively. 

Test includes Trend and Intercept 

Source: Authors Computation Using Eviews 10+. 
 

BOUNDS TEST FOR LINEAR (ARDL) AND NON-LINEAR 

(NARDL) COINTEGRATION 

According to Table 2, the F-statistic for the linear ARDL 

model with a value of 3.427 suggests the absence of 

cointegration. However the F-statistic of the non-linear 

model with a value of 6.752 exceeds both the lower and 

upper critical bounds, suggesting the presence of a long-run 
relationship.  

 

Table 2 Bounds Test 
     

     

Model 

Specification 

F-

statistic 

lower 

bound 

  upper 

bound        Conclusion 

     

     

Linear  3.427 

                    

4.267   

           

5.473            No Cointegration       

Non-linear  6.752 

           

3.710   

           

5.018    Cointegration     

     

     

Note: the critical values are from Narayan (2004) case III 5% significance 

level. The optimal lag order is based on AIC 

Source: Authors Computation Using Eviews 10+ 

 

NON-LINEAR ARDL LONG & SHORT-RUN ESTIMATES 

From table 3 below, we find out that all the variables in the 
long and short-run model have a negative impact on SMEs 

performance (SMEPF) except positive shocks of interest 

rate (INTR_POS), inflation rate (INFR_POS) and exchange 

rate (EXCHR_POS). Our model indicates that a rise in 

banks credit (BC) in both the long and short-run model 

would lead to a significant fall in SMEPF. Also an increase 

in government tax revenue is also likely to trigger a fall in 

SMEPF, although not statistically significant.  
 

Furthermore bad news (negative shocks in interest rate, 

inflation rate and exchange rate) would lead to a fall in 

SMEPF, vice versa. We also noticed that in the short-run 

negative shocks in inflation rate (INFR_NEG) is significant 

at 1%, with a negative impact of 13.72%, as opposed to a 
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insigificant relationship with a negative impact of 0.13% in 

the long-run. This however suggests that inflation is more 

likely to have more significant effect on SMEPF in the 

short-run as against the long-run. 
 

From our model (long and short-run), we observed that 
SMEPF reacted more to bad news (negative shocks in 

interest rate, inflation rate and exchange rate) as opposed to 

good news (positive shocks in interest rate, inflation rate and 

exchange rate). This can be seen in the magnitude of the 

coefficients of both positive and negative shocks of each 

variable. 

 

Table 3 Nonlinear ARDL Estimation   

Dependent Variable: SMEPF 
 

Long-run Estimation 

 

Short-run Estimation 
 

                                                Diagnostic Tests 

 

R-squared  0.883808 Durbin -Watson Stat.  2.689627 

Adj R-squared 0.784302 Normality (Jarque-Bera) 0.919569 

S.E Regression 0.235184 Serial Correlation 1.206517 

F-Statistic  924.6430 Heteroskedascity 0.003446 

Prob(F-Statistic) 0.000000  

   

a/b/c, indicates significance at 1%, 5% & 10% respectively. 

Source: Authors Computation Using Eviews 10+ 

 

From table 3 above, the result as presented in the later part 

of the model suggests that the model cleared all diagnostic 

tests such as serial correlation, normality and 

heteroskedascity. Furthermore, the coefficient stability of 

the non-linear ARDL model was accessed via the CUSUM 

and CUSUMQ recursive residual test. The estimated 

coefficients of the model are deemed to be stable over the 

study period, if the plots are within the 5% critical bounds as 

shown in Appendix 2. 
 

 

LONG-RUN AND SHORT-RUN ASYMMETRY 

The Wald test was used to access the variables for the 

presence of asymmetry in both the long-run and short-run. 

From table 4, the findings indicated that the null hypothesis 
of no asymmetry can be rejected. Hence, we accept that 

positive and negative effect of the independent variables in 

the long-run and short-run are not equal.  

Table 4 Wald Test Statistic for Long-run and Short-run 

Asymmetry  

 Long-run Asymmetry  Short-run Asymmetry 

Variables t-statistic Probability 

value 

t-statistic Probability 

value 

lnBC -1.231403 0.2729 -0.712937 0.4850 

INTR -1.690401 0.1517 -1.346088 0.1950 

EXCHR -1.271539 0.2207 -0.043438 0.9658 

INFR -1.490184 0.1827 -1.622725 0.1220 

lnGTR -0.670105 0.5113 -1.331578 0.1988 

Source: Authors Computation Using Eviews 10+ 

 

VI. CONCLUSION AND RECOMMENDATIONS 

This study examined the impact of banks credit and 

macroeconomic dynamics on Small and Medium Scale 

Enterprises in Nigeria using annual data spanning 1992 – 

2016. The long-run and short-run estimations were accessed 

via the non-linear ARDL model developed by Shin et.al 
(2011). The Augumented Dickey Fuller and Philip-Perron 

unit root tests indicated that none of the variables were 

integrated of order two, I(2).  Furthermore, the bounds test 

supported the existence of a stable and long-run relationship 

amongst the variables.  

 

The findings of the study indicated that in both long and 

short-run estimations, that a rise in banks credit (BC), 

government tax revenue (GTR) and negative shocks in 

interest rate, inflation rate and exchange rate (INTR_NEG, 

INFR_NEG and EXCHR_NEG) will trigger a fall in SMEs 

performance in Nigeria. We therefore share the views of 
Akpan and Eweke (2018) who stated that government should 

put in motion policies that will trigger aggressive rural 

banking, while lowering the interest rate and by extension 

single digit inflation rate in the economy. Furthermore, we 

recommend amongst others that; 

 

1. Loans to the small and medium enterprises (SMEs) sector 

be monitored properly, so as to ensure that such loans are 

not channeled to other purposes, other than the reason be 

applied for.  

 

2. The government should adequately address issues 

relating to multiple taxation on small and medium 

enterprises and by extension even grant tax holidays. As 

such may likely increase their purchasing power and help 

the grow sector.  
 

3. A guided deregulation mechanism of the foreign 

exchange market similar to that adopted during the 

Abacha administration should be adopted by the 

government. As this will help maintain the value of the 

     

     
Variable Coefficient Std. Error t-Statistic Prob.    

     

     
           lnBC -0.428401 0.111574 -3.839602 0.0121a 

INTR_POS 0.233183 0.117849 1.978665 0.1008c 

 INTR_NEG -0.257483 0.101336 2.540887 0.0518b 

           INFR_POS 0.039428 0.032514 1.212627      0.2794 

INFR_NEG -0.052982 0.761717 -0.761717      0.5003 

    EXCHR_POS 0.026805 0.007339 -3.652150 0.0147a 

     EXCHR_NEG -0.037672 0.047794 0.788222      0.4663 

           lnGTR -4.11E-08 5.68E-08 -0.724176      0.5014 

           C -4.465439 2.690118 -1.659942       0.1578 

     

     

SMEPFt-1 -1.891584 0.322667 -5.862341 0.0020a 

lnBC t-1 -0.810356 0.267972 -3.024031 0.0293b 

INTR_POS t-1 0.441086 0.222279 1.984381 0.1040c 

INTR_NEG t-1 -0.487052 0.209239 2.327728 0.0674c 

DINFR_POS t-1 0.074581 0.063115 1.181673           0.2905 

DINFR_NEG t-1 -0.137279 0.012971 -10.58327 0.0001a 

DEXCHR_POS t-1 0.050704 0.016193 -3.131125   0.0259b 

DEXCHR_NEG t-1 -0.071260 0.092913 0.766951           0.4777 

DlnGTRt-1 -7.77E-08 1.04E-07 -0.745574           0.4895 
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naira and in turn enhance the value of credits available to 

improve SMEs investments. 
 

4. In other to enhance proper utilization of funds granted to 

SMEs and also improve the ease of doing business; 

economic and social infrastructure in terms of electricity 

supply and good transportation network be improved by 

the government. 
 

5. Training scheme should be provided by Money Deposit 

Banks to help train SMEs in financial best practices. As 

this well help improve transparency, record-keeping and 

accountability for enhanced performance.  
 

APPENDIX 

1: DESCRIPTIVE STATISTICS 

 

Source: Authors Computation Using Eviews 10+ 

 

2: PLOT OF CUMULATIVE SUM AND CUMULATIVE SUM OF 

SQUARES OF RECURSIVE RESIDUALS STABILITY TESTS 

 

 

 

 

 

 

 

 

 

 3: NORMALITY TEST: JARQUE-BERA STATISTICS 

 

 

 

 

 

 
 
Source: Authors Computation Using Eviews 10+ 
 
 

 Source: Authors Computation Using Eviews 10+ 

 

  

  

 Source: Authors Computation Using Eviews 10+ 
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