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Enterprises in the National Economy
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THE ROLE OF SMALL AND
MEDIUM ENTERPRISES

IN THE NATIONAL ECONOMY

Today, many countries around the world
are engaged in economic competition,
each striving to surpass others and
dominate the global economy. In
strengthening these economies, alongside
large corporations, small and medium
enterprises (SMEs) play a crucial role.
These SMEs contribute to the expansion of
a country's domestic economy and work
toward increasing the Gross Domestic
Product (GDP).

Small and medium enterprises constitute a
significant portion of businesses worldwide
and play an essential role in the growth
and development of national economies.
They contribute to production, trade
expansion, reducing unemployment and
poverty, providing services, and market
development.

This article briefly introduces SMEs and

examines their role in the national
economy.

Who Are Small and Medium
Entrepreneurs?

In general terms, an entrepreneur is
referred to as a businessperson. Businesses
are typically categorized into three groups:
small, medium, and large enterprises.
Small and medium entrepreneurs are those
business owners who have limited income,
fewer assets, and a small number of
employees.

The distinction between these three types
of businesses is largely based on the
number of employees they have. For
instance, in some countries, businesses
with fewer than 50 employees are
classified as small enterprises. Medium
enterprises, on the other hand, are those
with up to 250 employees, while large

R

By Zahid Khalili

enterprises have more than 250
employees. In other countries, a business
with up to 100 employees is considered
small, a business with up to 500 employees
is considered medium, and large
enterprises are those with more than 500
employees.

As mentioned earlier, there is no
universally accepted definition of small,
medium, and large enterprises. Instead,
each country defines them based on its
specific economic conditions, considering
factors such as the number of employees,
assets, and revenue.

Examples of small and medium enterprises
include restaurants, retail shops, wholesale
stores, small manufacturing  units,
consulting  firms, healthcare service
providers, and IT service providers.

SMEs play a crucial role in the economic
growth and development of a country.
They are distinct from large enterprises
and have fundamental differences and
unique characteristics that set them apart.

Q dpmea.gov.af/ps
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The Role of Small and Medium
Enterprises in the National Economy

SMEs play a vital role in strengthening
and expanding a country's national
economy. These enterprises form a
significant part of global trade. SMEs
contribute to various aspects of economic
development, including Gross Domestic
Product (GDP), industrial progress,
unemployment reduction, innovation in
businesses, and export growth.

1- Contribution to Gross Domestic
Product (GDP)

SMEs play a crucial role in a country's GDP
and economic growth. They enhance
business activities, increase production,
provide essential services, and boost
exports. These contributions directly
impact national income and drive overall
economic development.
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2- Reducing Unemployment

Unemployment is a major challenge in
many countries, and  governments
continuously seek ways to reduce it. SMEs
help mitigate unemployment crises by
generating job opportunities. Globally,
SMEs employ around 50% of the
workforce. In many regions where large
industries are not available, SMEs provide
essential employment opportunities. They
play a key role in reducing rural
unemployment and curbing migration in
developing and underdeveloped countries.

3- Role in Industrial Development

SMEs significantly contribute to a country's
industrial growth. They support large
industries by supplying raw materials and
essential components. Many major
businesses rely on SMEs to sustain their

operations. SMEs also facilitate the
distribution of industrial products to
markets, ensuring the continuity of

large-scale manufacturing. Moreover, they
bridge the gap between large enterprises
and consumers by delivering their services
and products effectively.

Conclusion

SMEs serve as the backbone of a country's
economy, fostering growth and ensuring
economic stability. They play a pivotal role

in  GDP contribution, unemployment
reduction, and poverty alleviation.
Additionally, SMEs complement large

businesses by acting as intermediaries,
making their services and products
accessible to the general public.
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