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Abstract 
The aim of this study is to investigate the moderating effect of youth empowerment on the 

nexus between small medium enterprises (SMEs) and multidimensional poverty index (MPI) in 
Niger State, Nigeria. Statistical Package for Social Science is employed for descriptive analysis 
whereas Partial Least Square-Structural Equation Modelling (PLS-SEM) is used for hypotheses 
inference. Theoretically, participation of youth in SMEs activities if well harness; will foster 
economic, social and political values of a society. Hence, youth empowerment was employed as 
the moderator on the relationship between SMEs owners and MPI. The results show the 
moderating effect of youth empowerment denotes a positive effect on the relationship between 
SMEs and MPI; hence, it implies an increase in the empowerment of youth hampers poverty in 
Niger State and Nigeria at large. 
 
Keywords: Small and Medium Enterprises; Multidimensional Poverty Index; Youth 

Empowerment, Nigeria; PLS-SEM 
 
1. Introduction 

It is alarming that despite being the largest economy in Africa in terms of nominal GDP 
ranking as depicted in Figure 1; the economic achievement has not been translated to the 
wellbeing of people as the country could not generate stable power supply and inadequate job 
opportunities in the market (1). Hence, the positive nexus between economic growth and poverty 
has sparked interesting platform for this study to embark.  

 

 
Figure 1. Relationship between GDP and Poverty Rate in Nigeria 

Source: National Bureau of Statistics (2012, 2014); World Bank (2016, 2018) 

Empirically, a stream of studies such as Ebong and Ogwumike (2); Garza-Rodriguez (3); 
Oyewale and Musiliu (4) and Mellor and Malik (5) offer the contention that economic growth 
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fosters national income and export of goods and services growth; as a result, it dampens poverty. 
Notwithstanding the increasing trend of economic growth, the rate of poverty in Nigeria has also 
increases, an increase of 65.8% poverty rate between 1999 and 2013 (6, 7). Specifically, despite 
the progress in economic growth in Nigeria, the poverty situation in the country is still growing 
at worrying rate which affect the attainment of 2015 MDGs target; about 112 million Nigerians 
representing 67.1% of the country’s population live in hard core poverty (8).  

The poverty alleviation programmes consist of microfinance and governance reforms employ 
income-consumption approach, however, there has been an increasing recognition that small and 
medium enterprises (SMEs) development could be put forward to act as a tool for poverty 
alleviation (9). In this vein, Nigerian SMEs have been recognised as engine of economic growth 
owing to its vast contributions to development process and poverty alleviation (9-14).  

SMEs thrive industrial and economic development in Nigeria by transforming rural 
technology, utilizing local resources and  creating intermediate goods and services (9, 11, 15-17). 
SMEs have good potentials for improving domestic economy through creation of goods and 
services that boost the economy of Nigeria (16-19); provide credits sales (20); provide market for 
repairs of second handed products (21) and above all generate reasonable high standard of living 
to the citizenry (22). Past studies have tended to measure the relationship between SMEs and 
poverty alleviation (23, 24) and little is known on multidimensional poverty.  

It is interesting to highlight that the paramount economic attributes of the poverty and poor is 
that they are identified as young and not aged people (25). (26) suggested youth empowerment as 
the tool for poverty reduction in order to make them self-reliance through SMEs activities It was 
brought to light that youths possess the aptitudes which if well harness fosters economic, social, 
political and cultural values of a society (27). Youths are the young individuals in the society 
being typified by energy, ample ideas and novel ways to seek life and confront problems (28). 
The theory of critical youth empowerment is built on the framework of youth empowerment and 
participatory research with community youth organisations (29).  

Hence, this study aims to investigate the nexus between SMEs and multidimensional poverty 
index and the moderating role of youth empowerment. The theoretical and empirical studies have 
been discussed in this section hence; the following section presents the Data and Methodology. 
The subsequent section presents the Results and the Discussion of the Results while the 
Conclusion section offers summary of the results as well the policy implications.  

 
2. Methodology/Materials 
 
2.1. Sampling  

The study employed a quantitative survey approach to gather data from SMEs households in 
Niger State of Nigeria.  Niger State records the highest rate of poverty in Nigeria which is about 
61.20% and follows by Benue State (59.20%). A non-probability sampling of cluster sampling is 
employed in the selection of the respondents. The simplified statistical is used to determine the 
sample size for the study which is 520 samples (30). The respondent’s background information is 
described using the Statistical Package for Social Science (SPSS) version 23; whereas, Partial 
Least Square-Structural Equation Modelling 3.0 (PLS-SEM) is employed to evaluate both the 
measurement and structural model. PLS-SEM is appropriate since the model contained a mixture 
of formative and reflective items. SMEs items are formative and youth empowerment and 
multidimensional poverty are reflective.  

 
2.2. Conceptual Framework 

Figure 2 depicts a link between SMEs and multidimensional poverty reduction through youth 
empowerment. 
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Figure 2. Conceptual Framework   

 
2.3. Hypotheses Development  

In developing economies, SMEs have been recognised as the engine of economic growth, 
owing to his immense contribution to development process and poverty reduction (9-11, 23). In 
Nigeria, larger proportion of SMEs are found in informal sector, they provide mass jobs to the 
unemployed youth, earn income daily or monthly to make a living. Sizable proportion of SMEs 
in Nigeria engaged in service industry and most adult were into self-employment providing 
series of services (31). To conclude this section, hypothesis H1 is defined; 

H1: There is a positive relationship between SMEs and multidimensional poverty reduction. 

Universally, youth have been recognised as the prime mover of SMEs owing to their inspired 
ability, strength and the urge to achieve. The study conducted on the investigation of the 
relationship between government entrepreneurial programme and youth SMEs participation in 
Nigeria, the positive relationship between SMEs and poverty alleviation is strengthened with 
government’s youth empowerment programmes (32). In the ascertaining the contribution of 
SMEs in their capabilities to eradicate poverty, it was established that the development of SMEs 
which reduces poverty depends on youth empowerment (33). H2 hypothesis is structured as 
follows. 

H2: Youth empowerment moderates the relationship between SMEs and multidimensional 
poverty reduction.   

 
2.4. Questionnaire items and their Source  

To determine the relationship between SMEs and multidimensional poverty and as well the 
moderating effect of youth empowerment on this relationship, a given set of questionnaire 
derived from the literature were used as shown in Table 1. 

Table 1: Items of Questionnaire and Its Sources 
Employment Generation Source 
EMP1 SMEs are the major source of 

employment 
Emerole and Edeoga (34), Etuk, Etuk (35), 
Motilewa, Ogbari (36). 

EMP2 SMEs use more of labour than larger 
firms 

Ali, Rashid (37), Hassan and Ahmad (38), 
Katua (39). 

EMP3 SMEs are the largest source of domestic 
employment 

Syed, Ahmadani (40), Vijayakumar (41), 
Woldeyohanes (42). 

EMP4 SMEs have reduced unemployment in 
the country 

Ali, Rashid (37), Agyapong (43), Akugri, 
Bagah (44), Eniola, Entebang (45). 

EMP5 SMEs provide employment for those 
who cannot find formal job  

Akugri, Bagah (44), Mamman, Kanu (46), 
Sokoto and Abdullahi (47). 

EMP6 SMEs provides job for those who lose Akugri, Bagah (44), Mamman, Kanu (46). 
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formal job 
EMP7 SMEs absorb more labour force than 

larger firms 
Ali, Rashid (37), Syed, Ahmadani (40), 
Oyelana and Adu (48), Vijayakumar (49). 

EMP8 SMEs provide employment to people 
with little capital. 

Motilewa, Ogbari (36), Katua (39), 
Mamman, Kanu (46), Oboniye (50). 

EMP9 SMEs create employment for people 
with low education 

Sokoto and Abdullahi (47), Aremu and 
Adeyemi (51). 

Innovation Activities Source 
INN1 SMEs adapt to new methods better than 

large firm 
Isaías (52), Matin (53).  

INN2 The use of new method of production 
lowers the cost of production 

Akugri, Bagah (44), Boachie-Mensah and 
Acquah (54), Osei, Yunfei (55).  

INN3 The introduction of new quality product 
increases the demand and business profit 

Motilewa, Ogbari (36), Ndesaulwa and 
Kikula (56). 

INN4 Innovation enables SMEs to meet up 
with market needs 

Ndesaulwa and Kikula (56), Olughor (57). 

INN5 Innovation increases specialisation 
among the SMEs owners  

Boachie-Mensah and Acquah (54), 
Ndesaulwa and Kikula (56). 

INN6 Product and process innovation increases 
SMEs performance.  

Agyapong (43), Ndesaulwa and Kikula 
(56). 

INN7 SMEs reduce rural-urban migration  Abdullahi, Tahir (17), Edom, Inah (58), 
Ogbo and Nwachukwu (59). 

Human Capital Development Source 
HCD1 Young entrepreneurs receive their 

training at SMEs. 
Adebayo (32), Agyapong (43). 

HCD2 SMEs provide comprehensive learning  Oyelana and Adu (48), Augustine (60). 
HCD3 SMEs enable people to acquire skills  Okoli and Okoli (61), Udu (62). 
HCD4 SMEs provide free training opportunities  Udu (62). 
HCD5 Training increases workers’ productivity  Lee (63). 
HCD6 Entrepreneurship and management skills 

acquired through SMEs activities 
Augustine (60), Ediagbonya (64), OECD 
(65). 

HCD7 SMEs train their employees to become 
better managers 

Oyelana and Adu (48), Racheal and Uju 
(66). 

Income Generation Source 
INC1 SMEs help reduces income inequality Terungwa (18), Downes (67). 
ICN2 SMEs provide income for disadvantaged 

people  
Mamman, Kanu (46), Audu and Okpe (68). 

ICN3 SMEs are the major source of income  Syed, Ahmadani (40), Oyelana and Adu 
(48). 

ICN4 SMEs enable people to meet up with 
their basic needs 

Oyelana and Adu (48), Aremu and 
Adeyemi (51). 

ICN5 Small businesses provide income 
generating opportunities 

Ali, Rashid (37), Hassan and Ahmad (38), 
Akugri, Bagah (44). 

ICN6 Income generated from SMEs enable 
people to obtain better schooling, health 
facilities and empower them  

Hassan and Ahmad (38), Agyapong (43), 
Samwel (69). 

ICN7 SMEs provide additional income to low 
income in formal job 

Munoz, Welsh (70). 

ICN8 SMEs provide income for people who 
lose white collar jobs 

Motilewa, Ogbari (36), Munoz, Welsh 
(70). 

ICN9 SMEs provide a mean of survival  Akinwale and Ogundiran (71), Thapa (72). 
Poverty Source 
POV1 Making affordable goods and services  Iorun (11), Asikhia (73). 
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hampers poverty  
POV2 Increase in disposable income improves 

standard of living 
Motilewa, Ogbari (36), Zindiye, Chiliya 
(74). 

POV3 Intermediary goods which are used by 
industries to produce further goods leads 
to increase income 

Bowale (15), Afande (75). 

POV4 Increase in the production leads to rise of 
entrepreneurs   

Akugri, Bagah (44), Fosu (76). 

POV5 Increase in the production leads to job 
creation  

Motilewa, Ogbari (36), Inam (77), 
Sofoluwe, Shokunbi (78). 

POV6 Purchasing power of people which result 
from establishment of many enterprises 
reduce poverty 

Thapa (72), Sofoluwe, Shokunbi (78), 
World Development Report (79). 

Youth Empowerment Source 
YE1 SMEs increase youth employment 

opportunities  
Sawaya and Bhero (80), Babalola and 
Tiamiyu (81). 

YE2 Innovative tendencies of youth can be 
translated into useful venture  

Ibbih, Anthony (82). 

YE3 Youths participation in SMEs increases 
skill acquisitions 

Ibbih, Anthony (82), Ledford, Lucas (83). 

YE4 Empowering youth enable them to 
establish small businesses and generate 
income  

 Ndamu (84), Sam (85). 

YE5 Empowering youth increases the 
establishment of SMEs  

Akugri, Bagah (44), Aliogo and Onoja 
(86), Akpan (87). 

YE6 Empowering youth assures quality of life  Sam (85), Shefiu (88). 
YE7 Empowerment enables human capital of 

youth to be utilized 
Sawaya and Bhero (80), Todorovic, 
Komazec (89). 

 
3. Results and Findings 
 
3.1. Descriptive Statistics 

Table 2: Respondents Background Information 
Demographic Frequency Percentage  Demographic Frequency  Percentage 
Gender   Number of Childs 
Male 246 56.9 1-3 106 24.5 
Female 186 43.1 4-8 243 56.3 
   9-13 49 11.3 
Age   14 and above 26 6 
21-28 79 18.3    
29-36 88 20.4 Household size 
37- 44 135 31.3 1-3 83 19.2 
45 and above 130 30.1 4-6 151 35.0 
   7-10 148 34.3 
Marital status   11-14 43 10.0 
Single 20 4.6 15 and above 7 1.6 
Married 333 77.1    
Divorce 10 2.3 Personal monthly income (N) 
Separated 8 1.9 Less than 50,000 406 94.0 
Widow 61 14.1 51,000 – 100,000 22 5.1 
   101,000 – 

150,0000 
4 0.9 
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Education Status     
No school 116 26.9 Monthly savings (N) 
Primary education  8 1.6 Less than 50,000 425 98.4 
Secondary education  122 28.2 51,000 – 100,000 7 2.8 
Tertiary education 186 43.1    
Respondents (432) 

Based on Table 2, the larger proportion of respondents are male (56.9), mostly young and 
adult between the age of 21 and above, married (77.1%) and predominantly educated having at 
least first school leaving certificate. The majority of the respondents have children ranging 
between 4 and 8 (56.3%) with an average household size of between 4 and 10 (68.3%).   Based 
on the respondents’ personal monthly income, 94% earns less than 50,000, which makes majority 
(88.4%) of them to save less. 
 
3.2. Measurement Model 

The indicators loadings, CR and AVE of both formative and reflective constructs are 
described in Table 3. 

Table 3: Result of Measurement Model 
Variable Item Loading / Weight CR AVE Measure 
SMEs Employment 0.648 

  Formative Human Capital Dev. 0.379 
Income 0.679 
Innovation -0.281 

Youth 
Empowerment 

YE4 0.983 

0.993 0.954 Reflective YE5 0.987 
YE6 0.975 
YE7 0.973 

Multidimensional 
Poverty 

POV1 0.932 

0.982 0.901 Reflective 
POV2 0.952 
POV3 0.955 
POV4 0.95 
POV6 0.964 

Note: YE1, YE2, YE3 and POV5 are deleted due to low loadings 

It was suggested that the convergent validity, the loadings value and composite reliability 
should exceed 0.7 and average variance extracted should exceed 0.5 (90).  Table 5 depicts the 
value of loading for the youth empowerment (0.952–0.987) and multidimensional poverty 
(0.932–0.964) which exceeded the validated value of 0.7. This study used a total number of 45 
items constructed to determine the research model. The measures of formative items for SMEs 
variable portray the weight which vary between (-0.281–0.679). The CR values are exceedingly 
reliable for youth empowerment (0.993) and multidimensional poverty (0.982). At the same time, 
the average variance extracted (AVE) for youth empowerment (0.954) and multidimensional 
poverty (0.901).  

 
3.3. Discriminant Validity 

Table 4 depicts the comparison of the indicators loadings with cross loading. Indicators 
loadings should be higher than cross loadings (91). The results show the indicator loading for 
multidimensional poverty (0.701) and youth empowerment (0.606) are higher than the cross 
loadings.  

Table 4: Discriminant Validity Measurement Model 
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 Poverty SMEs Youth Empowerment 
Poverty 0.701   
SMEs 0.357 N/A  
Youth Empowerment 0.635 0.456 0.606 

 

 
Figure 3. Structural Model with Moderation 

Figure 3 shows the results support relationship of SMEs on multidimensional poverty 
reduction (H1). Moreover, the moderator interaction indicates a stronger relationship on youth 
empowerment between SMEs and poverty reduction (H2).   

 
3.4. Discussion of Results 

H1: There is positive relationship between SMEs and multidimensional poverty reduction 

Hypothesis 1 indicated the positive relationship between SMEs and multidimensional poverty 
reduction. Table 5 demonstrates that, there is a positive nexus between SMEs and 
multidimensional poverty reduction (β=0.451, t-value=9.051) and as well the t-value is greater 
than 1.645 (<0.05). The result established the inference of the earlier studies such as Iorun (11), 
Asikhia (23), Garba (31), Agyapong (43) who agrees that SMEs enable households to have 
access to quality education, good health and improving standard of living. Fittingly, this is also in 
line with critical youth empowerment theory which advocates that engagement of people 
particularly young in SMEs activities improves their household member’s access to quality 
education, good health and better living standard. In addition, their involvement in these 
activities enable them not only create income, but also build their human capital which increase 
their productivity, earnings and above all reduces poverty.       

H2: Youth Empowerment moderates the relationship between SMEs and multidimensional 
poverty reduction. 

Hypothesis 2 confirmed the moderating effect of youth empowerment between SMEs and 
multidimensional poverty reduction. Table 5 depicts that youth empowerment has a robust 
relationship between SMEs and multidimensional poverty reduction (β=0.314, t-value=2.462). 
The findings from the study is in line with the critical youth empowerment theory which describe 
that the creation of an enabling environment for the youth to have access to resources and to 
transform their awareness through their values, beliefs and attitudes makes them to be business 
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owners and job creators, and for which it changes the poverty status of the youth. Additionally, 
the provision of adequate and qualitative education to the youth grooms them with skills which 
enhances their entrepreneurial management process, innovation management, thus leads to the 
increase of SMEs based on innovation and creativity thereby providing employment to oneself 
and others (84, 88, 89). 

Table 5: Path Coefficient and Hypotheses Testing 
Hypotheses Relationship Beta t-value Supported 
H1 SMEs → Multidimensional Poverty 0.451 9.051** Yes 
H2 SMEs*Youth Empowerment → Multidimensional 

Poverty 
0.314 2.462** Yes 

Note:  *p<0.05, t-value greater than 1.645-2.32 (1 tailed)  
**p<0.01, t-value greater than 2.33 (1 tailed) 

 
3.5. Coefficient of Determination (R2) of the Moderating Effect 

Table 6 shows that the model foretold accuracy has rose from 0.407 to 0.586 with youth 
empowerment.  Based on the path model of PLS, the coefficient of determination values of 0.19, 
0.33 and 0.67 are considered as weak, moderate and substantial respectively (92). Hence, the 
strength of the framework is perhaps at the moderate level and satisfactory.  

Table 6: R2 on Multidimensional Poverty with and without interaction effect 

Endogenous Construct  R2 Variance 
Without Interaction Effect With Interaction effect 

Multidimensional Poverty 0.407 0.586 
 
4. Conclusion 

Critical youth empowerment theory applied in SMEs development and multidimensional 
poverty reduction to hold up the betterment of life among the unemployed and peoples’ 
entitlement in income creation. In spite of this, critical youth empowerment theory has never 
been applied to study the SMEs and multidimensional poverty reduction. However, this study 
looks at the influence of SMEs on multidimensional poverty reduction and the moderating effect 
of youth empowerment on SMEs and multidimensional poverty reduction. H1 and H2 outcomes 
are buttressed in this study by critical youth empowerment theory. Hence, much emphasis on 
various categories of youth empowerments such as skill, educational, business, moral and 
financial shall improve peoples’ welfare. 
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