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Abstract

Purpose: This study aims to examine the multifaceted impacts of the internal and external
factors arising from the COVID-19 pandemic on the small and medium-sized Enterprises
(SMEs) in Nigeria. By analysing the internal factors (downsizing and fear of existing business),
and external factors (reduction in demand and revenue reduction), the research seeks to
provide valuable insight for policymakers, business owners, and stakeholders, ultimately
contributing to the development of targeted strategies for enhancing SMEs’ performance and
fostering economic recovery in Nigeria. The following null hypothesis guided this study, and
was tested at 0.05 level of significance. HO: There is no significant impact of internal factors
on SMEs performance in Nigeria; H1: There is no significant impact of external factors on SMEs
performance in Nigeria; H2: There is no significant impact of covid-19 on SMEs performance
in Nigeria. Methodology: This proposed research methodology was based on a cross-
sectional and quantitative investigation with a snowball sampling approach. Company
owners, managers, and supervisors of SME's are sent online questionnaires. The online
guestionnaire was distributed mostly to SMEs based in cities because the average number of
SMEs in Nigeria's cities probably accounts for more than half of all SMEs. This study used an
online survey on Google questionnaire that was sent to approximately 100 people; however,
by using the snowballing method of sampling, the number of people who participated rose to
300 people from all parts of Nigeria (North and South) who live in the country's cities. The
guestionnaire was designed in open and closed end pattern which will be administered to the
small and medium scale enterprises directly; and adopts various measurement methods,
including Likert scale, multiple choice and ranking method. Regression analysis was employed
to measure these impacts from the stated null hypotheses. The data-gathering instrument for
this study was a social media-based questionnaire. The questionnaire was designed to obtain
guantitative data and information in those locations, to identify the impact of the COVID-19
pandemic on SMEs, recovery method, and constrains to recovery. The data obtained was
presented in tables and analysed using mean, percentages, and standard deviation.
Findings: Findings from the study revealed that SME’s need to constantly measure their
performances during crises such as covid-19, to be able to take decisions on: continuing,
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fortifying, or downsizing their businesses. Adapting to the rapid and changing innovation
helps in identifying new business opportunities during covid-19. The study also found out that
there is a relationship between SME performance; and downsizing/ fear of existing business
respectively; while there is equally a positive relationship between SME performance; and
reduction in demand/ revenue reduction respectively. Policy Implications: Government
should implement fiscal policy measures that would complement the nation's current
monetary policies in order to raise the purchasing power of the people and promote family
consumption. National or international border closures should be done in such a way as not
to frustrate the business operations of SME’s during pandemic crises. Government can
equally find a way to support employees of SMEs of non-government institutions augmenting
for the half salaries they are forced on during the pandemic.

Keywords: Nigeria Economy, Covid-19, Performance, Small and Medium Enterprises

Introduction

This study explores the complex relationships between the COVID-19 pandemic and
internal and external factors affecting the performance of small and medium-sized
enterprises (SMEs) in Nigeria. It explores the effects of both external factors — such as a
decline in revenue and a reduction in demand —and internal issues — such as downsizing and
the anxiety surrounding current business instability. In order to help policymakers and
business leaders formulate focused strategies to support SME resilience and promote post-
pandemic recovery in the Nigeria business landscape, this research aims to clarify the complex
interactions between these factors through a thorough analysis.

Small and medium enterprises (SMEs) are facing unprecedented challenges to their
performance and resilience due to the COVID-19 pandemic. World Health Organization
announced the outbreak of Coronavirus (COVID-19), which originated from Wuhan China,
rapidly spreading around the world (Kapata et al., 2020). In February 2020 the first case of
the virus was confirmed in Nigeria; considering the fact that Nigeria is the most populous
African country placed it on high risk (Olaofe et al., 2020). The first record of the virus infection
was in Lagos, the largest city in Nigeria (Ebenso et al., 2020). However, since the 25th of March
there has been a geometric increase of the virus in Nigeria, which compelled the Federal
government to impose an immediate lockdown (Joseph 2020). The pandemic has crumbled
the global market, affected most economic sectors and involuntarily boosted other sectors
(essential good). As Africa grip for the outcome during the pandemic and aftermath of the
pandemic, working solidarity helps strengthening the economy of West Africa (Ime et al.,
2020). The eventuality of more cases emerging from Africa as a case of rapid infection has
weakened their economy and health system. Thankfully, with the effective cooperation from
World Health Organization, Federal, State health ministries, there has been prompt and
effective approaches to COVID-19 outbreak in Africa (Ohia et al., 2020).

When catastrophe interrupts a company's operations, business resilience triggers the
ability for the firm to survive, recover, and expand. Survival implies that the company stays in
business after the crisis, but its performance falls short of what it was before the crisis (Huang
et al., 2020). Financial sustainability of small and medium-sized companies has direct and
significant impact on growth and development of a country’s economy (Sabau-Popa et al.,
2020). Small enterprises are related to minimal capital and cling to area of operation with
basic management structure, it’s actively managed by a sore proprietor and highly
personalized (Ebitu et al., 2016). Government decision was taken to slow down the spread of
the virus; however, it also came with a negative impact on citizens. Businesses and offices
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closed, leading to lose of job in Nigeria, hence increasing crime rate as a result of the lockdown
(Saidu et al., 2020) and increase price of agricultural products as a result of inflation (Francis
et al., 2020). Vandenberg (2020) on SME lockdown challenges listed lack of operational cash
flow, drop in demand for production and service, business closure, opportunity reductions,
issues with business changing strategy; as well as difficulties in obtaining raw materials

COVID-19 crisis intervention fund of 500 billion Naira budget was set up to cover needed
health care funding, temporary fiscal support package (not yet finalized) to help taxpayers
and incentivize employers retain their employees (Margevich et al., 2020). According to
International Monetary Fund (IMF, 2020) contingency fund of nine hundred and eighty-four
million Naira (984 million) was released to Nigeria Centre of Disease Control (NCDC) and
additional Six billion five hundred Million Naira (6.5 billion) was allocated for testing kit
purchase and setting up isolation centres and training medical personnel. However, in Lagos
state in Nigeria (epicentre COVID-19), Ten Billion Naira was granted (10 billion) to help tackle
the outbreak in the State.

During a crisis, most businesses instantly go into crisis mode and begin reducing costs
across the board, from day-to-day operations to labour. Although this strategy has helped
some businesses survive the crisis, a sole concentration on cost-cutting can lead to a variety
of issues, including decreased product quality, customer discontent, a lack of post-crisis
development, and staff emotions of pessimism and disempowerment. As a result, striking a
balance between cross-cutting and investment is critical to surviving and growing after the
crisis (Huang et al., 2021). More significantly, as a result of the widespread coronavirus
epidemic, manufacturing factories have ceased operations. Furthermore, due to a lack of raw
material supply, small and medium enterprises are unable to compete, and as a result, there
is a shortage of items on the market. This predicament has two important ramifications for
small businesses. To begin with, most industrial industries have shut down. Second,
manufacturers with accessible resources for manufacturing will almost certainly raise the
price of the product, ensuring inflation. This scenario is uncomfortable and perhaps
unbearable due to a lack of financial resources (Amuda 2020).

SMEs performance, enhance the provision of values for its stakeholders and this
include; owners, customer’s government and the society (Aladejebi et al., 2018). The past
industrialization policies favouring medium and large enterprise helps to stimulate growth
and development of the economy and creating SMEs as an agitator to industrialization quest
for effective growth of Nigeria economy (Adegbemi et al., 2013). SMEs are responsible for the
various goods and services, motivating entrepreneurial spirit and repairs of second handed
products in Nigeria, 50% of the SMEs constitute mostly in distributive trade which includes
10% in manufacturing, 30% in agriculture and 10% in service total they account for 50% of
Nigeria GDP (Grace et al., 2008). Today, The SMEs contribute significantly to Nigeria's growth,
creating jobs, exporting, and innovating new technologies in addition to increasing the GDP.
According to Umar, Alasan, and Mohammed (2020), SMEs contributed 54% of Nigeria's GDP
in 2013 and 7.27% of its exports, while the Nigeria Bureau of Statistics reported that 59 million
Nigerians, or 84.02% of the country's total labour force, were employed in the MSMEs sector
in 2014.

SMEs in Nigeria are heterogeneous group of business which usually operate in different
economy sectors (Grace et al.,, 2008). SME sector is categorised into three sectors; micro,
SMEs or businesses; differing in either a developing or developed countries (Bello et al., 2015),
while the investment financing for SMEs includes owner’s savings local authorities,
moneylenders and source from informal financial sectors (Gbandi et al., 2014). Lagos State
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has population of about 21 million, with highest number of SMEs in Nigeria total of 8,395
(11.5%), Oyo State with 6,131 (8.4%), Osun State with 3,007 (4.1%). The lowest recorded are
Borno State 538 (0.7%), Bayelsa State 300 (0.4%) and Yobe State 102 (0.1%) (Bamidele 2019).
In Nigeria small businesses are associated with the little capital layout with basic fixed assets
which is highly localized in area of operation and most times with unsophisticated
management structure. Hence, SMEs play an essential role on economic development of
Nigeria (Ebitu et al., 2016) as they are considered as the foundation of which larger businesses
are built (Adegbemi et al., 2013). Employment creation and high standard of living provide
competition and needs of society and other employment sectors (Ebitu et al., 2016). National
Bureau of Statistics report show that the estimated number of MSME’s in Nigeria is
41.5million which is distributed across the 36 states with the highest contribution to be Micro
enterprises which account for 99.8% and small enterprises respectively (Abubakar et al.,
2020). According to the National Bureau of Statistics Report (2017), the total SMEs in Nigeria
comprise: Micro-41,469,947; Small-71,288; and Medium-1,793; totalling SME-41,543,028.

It is important to investigate how the COVID-19 pandemic has affected Small and
Medium-sized Enterprises (SMEs) in Nigeria for a number of reasons. These include the effects
of external factors like decreased demand and revenue declines, as well as internal factors
like downsizing and fear of existing business instability. Basically, small and medium-sized
enterprises (SMEs) are the mainstay of the Nigeria economy, making a substantial
contribution to employment and economic expansion. Policymakers and business leaders
must comprehend the complex dynamics of how internal and external factors affect their
performance in global crisis in order to develop targeted interventions and resilience
strategies. This research adds to the larger conversation on improving the flexibility and
sustainability of business in addition to offering insightful information about the difficulties
faced by SMEs.

The significance of exploring the impact of internal factors and external factors
stemming from the COVID-19 pandemic of Small and Medium-sized Enterprises (SMEs) in
Nigeria, lies in its potential of offer crucial insight for effective policymaking and business
strategy development. Since SMEs are essential to the Nigerian economy, it is critical to
comprehend how these variables interact to influence their performance in order to reduce
difficulties, build resilience, and create focus support systems. The results of this research can
help stakeholders, policymakers, and business owners understand the unique challenges that
small and medium-sized (SMEs) face. This will allow for the creation of targeted interventions
that will support recovery, sustainability, and general economic growth in the wake of the
pandemic.

Objective of the Study
The general objective of this study is to assess the impacts of COVID-19 pandemic on the SMEs
performance in Nigeria.

Specific, the study sets to
1. investigate the impact of the internal factors on SMEs performance in Nigeria
2. examine the impact of external factors on SMEs performance in Nigeria

3. investigate the impact of COVID-19 on SME’s performance in Nigeria

Review of Related Literature
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The business sector in most economies is classified mainly under micro, small and
medium sized firms, hence this study targets SMEs, while measures of response and resilience
has been attributed to coping with crises (Rodrigues et al 2021). SMEs will most likely choose
a number of coping mechanisms while the COVID-19 transmission phase progresses, ranging
from limiting current consumption to disposing of productive assets. These latter techniques
are particularly concerning since they may diminish SMEs' ability to earn money in the future,
perhaps resulting in non-resilience (Helgeson et al., 2020). Small businesses benefit from
outside assistance because it gives them with the expertise they need to create and
implement new ideas. The business informational assistance acquired from enterprise's
surrounding environment is generally the foundation for innovations. Enterprise innovations
are the outcome of blending information gained from their external environment with
internal expertise. External assistance also offers an organisation with human and financial
resources to boost internal innovation (Adam et al., 2021).

Conceptually, SMEs according to the European Commission (2016), are small businesses
with fewer than 50 employees and annual sales of less than €10 million, medium-sized
businesses with fewer than 250 employees and annual sales of less than €50 million, and
micro-enterprises, which have fewer than 10 employees and annual sales of less than €2
million. SMEs are seen as a big economic driver and one of a nation's leading indicators of
economic progress, significantly boosting a nation's GDP in both developed and developing
nations (Rumanti & Septiningrum, 2022). Research on the performance of SMEs is crucial
because it may have a significant impact on both GDP and unemployment; it also enables
researchers to keep up with the fast changes in the global economy and comprehend the
interdependencies between different national economies (Cicea, et al. 2019). SMEs are an
equal representation of the framework for free enterprise and entrepreneurship, two key
components of a competitive economy (Tomovska et al. 2016). According to Mahmudova and
Kovacs (2018), Small and Medium Enterprises (SMEs) play a significant role in the
development of a nation's economy because they support necessary sustainability and
innovation as well as the supply of goods and services to the economy as a whole. SMEs also
create jobs for people in rural and urban areas.

Downsizing in Business is frequently used in business to refer to downsizing, which is
reducing operating expenses and making a firm leaner by reducing the personnel, shutting
down facilities, and enhancing departmental productivity and efficiency (Market Business
News, 2023). In order to increase organizational performance, productivity, efficiency, and
competitiveness, management undertakes a series of duties and actions (policies and
practices) (DeYoung & Mirabel, 2015). In order to proactively or reactively improve an
organization's performance, downsizing typically takes the form of staff layoffs and
redundancies (Shalini & Maiya, 2019). The purpose of downsizing is to restructure a company
in order to increase its competitiveness, improve efficiency (by substituting machinery for
employees), reduce costs, boost profits by cutting overhead costs, and respond to a decline
in the demand for the company's goods or services (Market Business News, 2023). To increase
organizational performance, downsizing is meant to be used. The longer-term objective may
be to achieve enhancements in terms of increased competitiveness, effectiveness, efficiency,
and productivity (Ogunbote, 2018). In contrast to reactive downsizing, which is a managerial
response to a short-term crisis or a particular business requirement, proactive downsizing is
a purposeful move intended to achieve long-term organizational aims, according to Shalini
and Maiya (2019). In order to increase business performance through a decrease in
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personnel, downsizing is thus seen as a planned occurrence including a variety of
organizational policies and practices (Datta & Basuil, 2013).

Fear of Existing Business: Small and medium-sized businesses (SMEs) throughout the
world have been severely scared by the widespread, unprecedented COVID-19 epidemic,
placing them under extreme pressure to maintain their operations (Muhamad, et al 2022). As
discussed by Jamieson, et al (2012), big businesses have intimidating characteristics: typically
for more than ten years; invested early enough thanks to the boom years in infrastructure
and other resources; maximized and maintained their relationships with contacts; willing and
able to diversify and respond flexibly to changing conditions and emergent opportunities;
changing market, and supplied customers with appropriate goods/services that they want;
strong leadership in terms of stability, expertise, and experience. There are growing evidences
that majority of non-essential enterprises were obliged to temporarily close down in order to
escape the epidemic, which led to serious logistics issues, a workforce shortage, and poor
sales results (Muhamad, et al. 2022). For SMEs to survive and flourish, they have to battle
with local firms and giant corporations with deep finances, who can easily outwit small
enterprises, both in the physical and the digital worlds (Whatman, 2018). Small firms may feel
unable to compete in markets dominated by large corporations with substantial marketing
expenditures and economies of scale (Lum, 2017). Even though the struggle is usually
unwinnable, small company owners may compete with these bigger, more established
companies by remembering that all of these giants were originally start-ups or tiny firms that
developed to their current size by outgrowing other huge businesses of the era (Whatman,
2018). Small firms who have fear of existing and established businesses look like they will
never win on price, but they can compete on value and service, while the more specialised
their product or service, the better; by being flexible and adaptable to meet customers' needs,
and through the clever use of social media (Lum, 2017). Although media advertising
campaigns and lower prices does not guarantee influencing customer choices; quality,
flexibility, and personal service are proving to be effective tools for carving out a niche in even
the most competitive of markets (Lum, 2017).

Reduction in Demand is a very visible consequence which occurs when consumers of
particular products seem handicapped or restricted to only purchasing low quantities of
products unlike before, mainly because of drops in their financial abilities or restriction in
movements during covid-19 pandemic. In local markets where containment measures have
been implemented, SMEs always suffer the burden of a decline in global demand for their
goods and services (OECD, 2020). A sudden drop in regular trade demand disrupts the
company's cash inflow since SMEs primarily rely on the velocity of money; as a result, a
decrease in consumer demand forces SMEs to close their doors owing to a lack of working
capital (Hossain et al., 2022). Due to their smaller size, SMEs may find it more difficult to
access alternative options like teleworking, digitalization, and technology adoption due to
their lower resilience and flexibility in coping with the costs these shocks involve (OECD,
2020). This demand shock underscores the difficulties in adapting to the financial shock
induced by COVID-19-related disruptions because SMEs that had temporarily closed during
the pandemic primarily cited declines in demand and staff health concerns as the reasons for
closure (Bartik, et al 2020). In this pandemic, SMEs are dealing with a variety of issues,
including a decline in demand, supply chain interruptions, cancellation of export orders, a
scarcity of raw materials, and transportation issues, all of which lead to a decline in demand
(Hossain et al., 2022). Many SMEs are having a difficult time covering workers' salary and sick
leave as a result of the collapse in supply and demand (OECD, 2020).
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Revenue Reduction is another significant consequence encountered by SMEs during
the covid19 pandemic. As many SMEs were forced to either close down or sack some
employees, their revenue generation dropped significantly. Due to the pandemic crisis, the
majority of SMEs experience significant income losses, while the revenues of independent
contractors are significantly reduced (OECD, 2020). While income is geometrically declining
during COVID-19 problems, the majority of SMEs are cutting personnel costs (Enesi & Ibrahim,
2021). When there are no technological equivalent of reduced costs of production and staff,
the generated revenue is bound to drop to a point barely able to marginally keep the company
alive. According to Enesi and Ibrahim (2021), one of the COVID-19 pandemic's effects is the
loss of qualified employees brought on by staff wage reductions, which is followed by poor
revenue or income creation. While it is very difficult to survive with lower income,
employment losses, and to keep their enterprises alive, both small and large firms are facing
difficulties as a result of the COVID19 pandemic damage over the world (Engidaw, 2022).
Small enterprises may have had greater relative revenue losses during the COVID-19 crisis
than bigger corporations (Fairlie & Fossen, 2022). Hence it is still not out of place to capture
how SMEs faired with reduced revenues during the pandemic crises. Currently the rapid
increase of COVID-19 infection has beaten all odds to suppress the infection (Seleman et
al.,2020), delaying the worst to come by providing immediate treatment (Rabiu et al.,2020).
As the cure for COVID-19 is yet to be found to stabilize the world, the spread of the virus will
increase and death rate will significantly increase in Africa, however, the only measure is to
contain the transmission to reduce death rate across Africa (Seleman et al.,2020). Decision of
the Federal government for her citizens to stay at home to reduce infection has a negative
impact on the citizens and economy (Saidu et al., 2020).

Despite the fact that in 2020, the CBN introduced the N50bn Targeted Credit Facility as
a stimulus package to support households and Micro, Small and Medium Enterprises affected
by the COVID-19 pandemic (Dan-Awoh, 2023; KPMG International 2023); a lot of SMEs could
not survive the pandemic wave. It is possible that small and medium-sized businesses had
difficulties accessing these funds or acquiring equity financing from financial institutions or
people; while the terms of accessing them are often harsh or unfavourable; being well aware
that around 80% of SMES do not survive due to lack of funding (Osotimehin et al., 2014).
While funding is not the only issue that SMEs face, it is perhaps the most difficult. Because of
the requirement for permanent assets such as land, SME investment, like any other
investment in the real sector of the economy, is relatively bulky. Nigeria places a greater
emphasis on SMEs than bigger companies’ construction, machinery, equipment, and mobile
assets (Evbuomwan et al., 2013).

Another worrying issue is the geographic spread of the macroeconomic
intervention. The spread and balance of these government interventions are expected to
vary across regions based on country characteristics. Unfortunately, the longer the pandemics
impact on economic activity, the greater the impact on the SME due to broken economic links
within the transaction cycle, which will contribute to liquidity issues. In addition, people's
tendency to save the profits and proceeds gets tighter, leading to varied impacts on the
stakeholders in the SME industry. Larger, well-established businesses may be in a better
financial position to resist the consequences. On the other hand, a handful of players will be
particularly vulnerable to the long-term consequences and may suffer significant difficulties
(Fabri et al., 2020). The containment measures of COVID-19 such as total lockdown,
restrictions on movement affected production level, reduced sales and revenue and cause
cash trap. SME are affected as they cannot utilize storage capacities well, because their supply
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channel is rendered ineffective, once supply channel is disrupted, SME face shortage in
demand on their product, which also cause a decline on revenue, Supplies also lose their raw
materials as they cannot provide effectively (Sun et al 2021).

There have been several studies on the impact of COVID-19 on SME’s performance; such
as (Shwedeh, et al 2022; Roy & Parambil, 2021; Thukral, 2021; Klein, et al 2021; and Fairlie, et
al 2022); but none categorically discussed it on Internal factors (Downsizing & Fear of Existing
Business) and External factors (Reduction in Demand & Revenue Reduction) on SMEs
performance. Also, to the knowledge of the researcher, no study in the above dimensions has
been carried out in Nigeria, revealing a gap to be filled by the present study.

Methodology

This proposed research methodology was based on a cross-sectional and quantitative
investigation with a snowball sampling approach. Cross-sectional surveys are non-
interventional research methods that provide a snapshot of a population or phenomenon at
a specific time (Cherry, 2022). Company owners, managers, and supervisors of SME's are sent
online questionnaires. The online questionnaire was distributed mostly to SMEs based in
cities because the average number of SMEs in Nigeria's cities probably accounts for more than
half of all SMEs. This study used an online survey on Google questionnaire that was sent to
approximately 100 people; however, by using the snowballing method of sampling, the
number of people who participated rose to 300 people from all parts of Nigeria (North and
South) who live in the country's cities. The questionnaire was designed in open and closed
end pattern which will be administered to the small and medium scale enterprises directly;
and adopts various measurement methods, including Likert scale, multiple choice and ranking
method.

The following null hypothesis guided this study, and was tested at 0.05 level of
significance. HO: There is no significant impact of internal factors on SMEs performance in
Nigeria; H1: There is no significant impact of external factors on SMEs performance in Nigeria;
H2: There is no significant impact of covid-19 on SMEs performance in Nigeria. Regression
analysis was employed to measure these impacts.

Conceptually, the methodology is stated thus

Dependant Variable Independent Variable
COVID-19 Factors
Internal Factors

Downsizing

Fear of Exiting
Business

SME Performance External Factors

Reduction in
Demand

Revenue
Figurel.1: Conceptual Framework Reduction
Source: Korankye (2020)
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The conceptual framework aims to address business resilience variable, this comes from
the internal factors (technology, supply and demand) in an organization. The level of
resilience barriers and risk varies between SME according to their size (small or medium). It is
not enough for the company to focus on the internal factors which can be controlled by their
decision making, it is also relevant they focus on the enabling factors that can influence their
progress. The data-gathering instrument for this study was a social media-based
guestionnaire. The questionnaire was designed to obtain quantitative data and information
in those locations, to identify the impact of the COVID-19 pandemic on SMEs, recovery
method, and constrains to recovery. The data obtained was presented in tables and analysed
using mean, percentages, and standard deviation.

The data obtained was presented in tables and analysed using mean, percentages, and
standard deviation. For the benefit of proper analysis and clarity, data was processed into
mathematical table and charts, based on SMEs ranking, businesses that was able to recover
after the lockdown and to confirm other variable which had impact on their resilience, the
data gathered will be analysed quantitatively (Akintola et al., 2021).

The data was analysed and decisions will be based on the item mean scores. Arithmetic
mean was used for all the questions. The questionnaire was weighted thus;

Strongly Agree 3.50-4.00
Agree 2.50-3.49
Disagree 2.00-2.49
Strongly Disagree 1.00-1.99

The midpoints for responses in the four-points scale is 2.50, which will be calculated as
follows: 4+3+2+1= 14—0 = 2.50. Items to the values of 2.50 and above will be interpreted as

“positive” while items with the values below 2.50 will be interpreted as “negative”. The
percentages are weighted thus; Yes/ Positive- 50% and above; No/ Negative- 0-49%

Results And Discussion
Interpretation of Results

This section includes an overview of the impacts of COVID-19 pandemic on the SMEs
performance in Nigeria. After conducting the online questionnaire, these issues were
discussed: measuring SMEs performance; internal factors (Downsizing & Fear of Existing
Business) on SMEs performance; external factors (Reduction in Demand & Revenue
Reduction) on SMEs performance; and the impact of COVID-19 on SME’s performance in
Nigeria. Table 1 below shows the identification of each respondent.
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Table 1
Personal Information
S/N ITEMS PARAMETERS FREQUENCE,
Total=300
1 Age Group Below 20 6 (2%)
21to 30 36 (12%)
31to 40 116 (39%)
41 to 50 142 (47%)
Above 51 0
2 Gender Male 210 (70%)
Female 90 (30%)
3 Nationality Nigerian 300 (100%)
4 Marital Status Single 196 (65%)
Married 104 (35%)
5 Highest PhD. 8 (3%)
Educational Masters 50 (17%)
Qualification Higher National Diploma or First Degree 172 (57%)
(HND/BSc)
National Diploma (ND/OND) 30 (10%)
High School Certificates 40 (13%)
Total 300 Each

Table 1 presents the personal information of the respondents. In the age group, 47% of
the respondents were within the age range of 41 to 50; while 39% of the respondents were
within 31-40 years old. The rest are 30 years and below. The table reported that 70% of the
respondents were male, while 30% made up the female respondents. Also, 65% of the
respondents were single, while 35% were married. In the Highest Educational Qualification
category, 57% of the respondents had their Higher National Diploma or First Degree
(HND/BSc), while 13% had their High School Certificates.
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Measuring SMEs Performance
Table 2
Measuring SMEs Performance

S/N Items SD Mean DE Rank

6 To maintain the needed profits, SMEs reduce the 1.13 3.72 SA 5t
number of employed employees during covid-19

7 The movement restriction during covid-19 affects 1.44 3.91 SA 3¢
firm’s business performance

8 Drop in market demand affects overall firm .92 4.31 SA 1t
performance

9 Adaptation to the rapid and changing innovation helps .96 3.80 SA 4t
in identifying new business opportunities during
covid-19

10 During covid-19 cash flow problems affect firms’ .83 4.0 SA 2nd
business performance

11 Increased innovation via digital technologies helps 1.11 3.59 SA 6!
firms to reduce operating cost and enhance
performance

12 Stimulus package received during covid-19 pandemic 1.13 3.06 SA 7t
help in maintaining the firm’s financial strength that
enhance firm performance
Average 3.77

KEYS: SA — Strongly Agree; A — Agree; D — Disagree; SD — Strongly Disagree

Table 2 presents the responses on SMEs Performance. It can be deduced from the table
that drop in market demand affects overall firm performance (4.31); during covid-19, cash
flow problems affect firms’ business performance (4.0); while the movement restriction
during covid-19 affects firm’s business performance (3.91). It was further revealed that
adaptation to the rapid and changing innovation helps in identifying new business
opportunities during covid-19 (3.80); while to maintain the needed profits, SMEs reduce the
number of employed employees during covid-19.

From the findings of this study, majority of the SME’s maintained their company’s
needed profits by reducing the number of employees they had during the covid-19 pandemic.
Some employers added that they had to cut down redundant job activities, and sack workers
who do not have much to contribute to their companies. Engidaw (2022) in support posited
that SMEs normally suffer from high losses and reduced sales volume, with inabilities in
meeting agreement and contract terms, staff number reductions, and even closing down of
their businesses during or after crises. Surprisingly, employers whose businesses are in their
start-up stages stated that their businesses somehow thrived better during the crisis periods.
To this, Ma, Liu, & Gao (2021) opined that COVID-19 helped SMEs survive because of weak
employment and GDP growth in various countries.

The findings of the study also reveal that movement restrictions during covid-19
pandemic affect firm’s business performance in Nigeria. Movement of retail goods from their
wholesale deports and ports had difficulties in inter-state transits. Some respondents who
deal on perishable goods lamented of how their goods perished around them, and on transit
because of movement restrictions. Turkson, et al. (2021) stated that the more the spreading
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of the pandemic, the more the restrictions a government might have to place on its citizens;
while these restrictions were (and are still) likely to expose businesses to extreme economic
conditions threatening their very existence.

The respondents equally agreed that a drop in the market demand for their goods affect
the overall performance of their businesses. Since most Nigerian businesses were not thriving
online, making sales during the pandemic became a challenge. Most local businesses were
taken unawares and had not enough time to migrate online, which subsequently resulted in
a drop in sales and overall business performance. Consolidating this finding, Pettinger (2021)
argued that a fall in demand could occur because of lower disposable income or decline in
the popularity of the good; also, as your income increased you would want to spend more.
This has effect on the market demand for good and services, and subsequently on business
performance.

Majority of the respondents feel that adapting to the rapid and changing innovation
helps in identifying new business opportunities during covid-19. Few respondents confessed
to having tried their hands on other businesses entirely new, which looked to be thriving
during the period, such as importing and producing facemasks and hand sanitizers. Some
respondents brainstormed on the idea of another business that could stand the crises, as well
as starting classes on making use of and incorporating ICT technologies in their businesses.
Guckenbiehl (2022) affirmed that SMEs, including start-ups, change their business models in
response to crises, while innovating firms stand a better chance of adapting to the COVID-19
crisis (Krammer, 2022).

During covid-19, majority of the respondents agreed to having cash flow problems
affecting their business performances. Making profits and getting cash from their business
became tough, especially for business people who hardly made sales. Access to financing
constraints exacerbated pandemic-induced credit risk as well as short-term liquidity/cash
flow problems because financially constrained firms are more likely to experience liquidity
and cash flow problems during the covid-19 crises (Khan, 2022). Factors that determined the
decline of companies during the pandemic were major difficulties in providing the necessary
financing and liquidity, blocking credit, declining demand for products and services, high
taxation, rising prices for raw materials, exchange rate increases and inflation (lonescu &
Nrghina, 2021).

By venturing into increased innovation via digital technologies, majority of these small
firm owners were able to reduce operating cost and enhance performance. As argued by
Heredia (2022) digital capabilities positively affect afirm through reduced
costs and increased flexibility. In order to determine which technologies are relevant and how
they will be used in organizational processes and business offerings, organizations must
reassess their present capabilities, structures, and cultures. (Saarikko, Westergren, &
Blomquist, 2020).

The respondents agreed that stimulus packages received during covid-19 pandemic
helped in maintaining the firm’s financial strength that enhances firm performance. Most of
them did not receive the packages directly, but have friends who benefited; while majority
stated that there was none given to them by the Nigerian Government, to directly alleviate
the trauma facing their firms at that period. Igan, Mirzaei and Moore (2022) stated that there
were Fiscal stimulus packages implemented during the pandemic aimed to support
businesses and households in developed countries which included tax cuts and relief
measures, cash handouts and social welfare payments. Bose, et al (2022) conclusively noted
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argued that the negative impact of COVID-19 on firm value is less pronounced for firms with
better sustainability performance.
Internal Factors (Downsizing & Fear of Exiting Business) Influencing SMEs Performance

I.  Downsizing

Table 3
Downsizing

S/N SD Mean DE Rank

13 The management in my workplace ethically reduce 1.07 3.43 SA 3RD
the numbers of employees during covid-19

14 Those employees who were relief of their duties 1.14 2.44 D 7™
during covid-19 are those who add no value to the
business.

15 The relieved employee’s emotional well-being was 1.34 2.73 A 6™

dully considered before asking them to leave

16 The behaviour of SMEs during covid-19 movement .81  3.69 SA 2ND
restriction is to cut operating cost

17 Reliving employee among SMEs dampens SMEs 1.11 3.29  SA 5™
competitiveness

18 SMEs employees during covid-19 lose their sense of .71  3.92 SA 157
job security

19 Downsizing exercise was carried out by expert .99 3.34  SA 4™
managers
Average 1.02 3.26

KEYS: SA — Strongly Agree; A — Agree; D — Disagree; SD — Strongly Disagree

Table 3 presents respondents’ information on downsizing. It was strongly agreed from
the table that the SMEs employees during covid-19 lose their sense of job security (3.92),
while their behaviour during movement restriction is to cut operating cost (3.69). The
management in the respondents’ workplace ethically reduce the numbers of employees
during covid-19 (3.43), while it was confirmed that downsizing exercise was carried out by
expert managers (3.34). Furthermore, it was strongly agreed that reliving employee among
SMEs dampens SMEs competitiveness (3.29), while the relieved employees’ emotional well-
being was dully considered before asking them to leave (2.73).

The management in the respondents’ SME workplace ethically reduced the numbers of
employees during covid-19. They still wanted to be in operations, but deem the retrenchment
of staff as the surest means of remaining in operations, while they bid to sustain their
operations’ tempo. On the contrary, employees as reported by Forbes, et al (2020) would
want more flexibility and the ability to work from home on regular basis; while they ask to
formalise these new arrangements when the pandemic is under control.

Most of the respondents agreed that those employees who were relieved of their duties
during covid-19 are those who add no value to the business. This is entirely true as no
employer would want to lay-off valuable and useful employees, especially if they still wish to
remain in full operations. Tusl (2021) observed that about 30% of employees reported that
their work and private life had worsened, whereas about 10% reported improvements in work
and 13% in private life. The employees with high negatives are at more risk of being laid-off.
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The respondents disagreed that relieved the employees' emotional well-being were
dully considered before asking them to leave. Their different perceptions and reaction show
that the employers do not care how they will survive when sacked; all they cared for was how
their business will thrive without the sacked workers. Most SME’s do not even have relief and
lay-off entitlements for their workers. Job security and risk, as stated by Young (2012) is a
significant source of stress for employees and tends to impact far beyond job performance,
to the home and family lives of staff members. Hence, should be taken seriously by every
employer.

It was agreed that most behaviour of SMEs during covid-19 movement restriction was
to cut operating cost. Every prudent and efficiently manged SME would want to cut cost,
especially when producing at or below the production cost. OECD (2020) SMEs may have less
resilience and flexibility in dealing with the costs of shocks; while a reduction in production,
the costs of underutilised labour and capital weigh greater on SMEs than larger firms.
Stemmler (2022) added that some government designated services were tagged “essential,”
to help them remain (partially) open as well as being granted other preferential treatment.

The respondents agreed that reliving employees in SMEs dampens their
competitiveness. This could be because the human resource strength of the firm is always
needed if any firm intends to challenge and compete with other firms. Except in cases were
laying off of staff is for improved productivity like the cases of technological adaptations, the
results of laying off means to lose interest in competing with other firms. To this end, Adian
(2020) during the crisis’s firms in Ghana and Senegal for example mostly reducing hours or
pay, while firms in Bangladesh and South Africa were more likely to lay off employees. Buteau
and Chandrasekhar (2020) noted that in India, 25% of them are unable to pay salaries. Hence,
some SME’s reduced their permanent workers, larger firms are found to be more capable of
utilizing temporary workers to quickly adjust the size of their workforce (Adian, 2020).

It was agreed by majority of the respondents that SMEs employees during covid-19 lose
their sense of job security. The rate and manner of laying-off and retrenchment of workers all
around the world and on the news must have instigated this response. In as much as
government tried supporting firms and protecting jobs through job retention schemes,
millions of workers across the G20 have lost their jobs, many self-employed workers saw their
incomes collapse (International Labour Organization, 2020). To Miquel, et al (2022), job
insecurity, adverse employment environments, long periods of quarantine and isolation, work
rights exploitation, and uncertainty about the future are strongly associated with senses of
job security and mental state.

Furthermore, the respondents agreed that downsizing exercise was carried out by
expert managers, mainly because this decision is a top management one. Korman and
Mujtaba (2020) stated that firm executives announced closure of parts of their operations
and facilities while laying-off thousands of workers to prevent companies from going
bankrupt; while other firms and managers have terminated or laid-off their employees
through a very socially responsible or ethical means.
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Fear of Existing Business
Table 4
Fear of Existing Business

S/N Items SD Mean DE Rank

20 During covid-19, established SMEs are real threat to .95 3.74 SA 4%
newly formed SMEs

21  Aggressive marketing is done over social media to .97 3.38 SA 6"
project the SMEs’ product during covid-19 movement
restriction

22 Existing business of over three years has knowledge on .79 3.83 SA 3¢
how to manage themselves better during economic
downturn

23 Existing business has in-depth experience of market .92 3.53 SA 5t
behaviour

24  Existing business with large market share intimidates .71 4.15 SA 2™
new firms thus, creating fear of market entering

25 Existing businesses sometimes create unfriendly .62 4.27 SA 1%
competition
Average .83 3.82

KEYS: SA — Strongly Agree; A — Agree; D — Disagree; SD — Strongly Disagree

Table 4 showcases respondents’ information on Fear of Existing Business. From the
table, respondents strongly agreed that existing businesses sometimes create unfriendly
competition (4.27); already existing businesses with large market share equally intimidates
new firms thus, creating fear of market entering (4.15). the table equally revealed that
existing business of over three years has knowledge on how to manage themselves better
during economic downturn (3.83) while these established SMEs are real threat to newly
formed SMEs during the pandemic (3.74). it was further strongly agreed that existing business
has in-depth experience of market behaviour (3.53), they employ aggressive marketing over
social media to project the SMEs’ product during covid-19 movement restriction (3.38).

On the fear of already existing businesses, established SMEs are real threat to newly
formed SMEs during Covid-19 crises. Most respondents confessed to being intimidated by the
presence of other bigger firms, especially because of their resilience capacity and pare
resources. Thukral (2021) SMEs are significantly affected by COVID-19 compered to large
firms as they over-represent hardest-hit sectors such as retail, hospitality, food services,
entertainment services, and construction. SMEs as emphasized by Du, et al (2022) have been
hit hard by the coronavirus (COVID-19) outbreak, which has jeopardized their going out of
business altogether.

It was revealed from the responses that aggressive marketing is done over social media
to project the SMEs’ product during covid-19 movement restriction. SME’s rising up will have
a lot to do to match up the prowess of the well-established firms to be able to remain afloat
in the industry during the crises. Klein and Todesco (2021) Social networks were widely used
to promote sales (e.g., Instagram, Facebook, WhatsApp) while most SMEs embarked on
paying for online advertisements for the first time. In support of this, Hossain, et al (2022)
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stated that enterprises that made the best use of digital platforms through technology, digital
marketing, and innovations secured the peak of success and profitability. However, smaller
firms need to engage these digital platforms if they are to prove competitive.

On having knowledge on how to manage firms better during economic downturn, the
respondents agreed that existing businesses of over three years are better equipped
knowledge-wise on how to sustain their businesses in time of pandemic crises. Piearce and
Robinson (2002) advised that the managers' responses during this downturn should be
influenced by the cyclical nature of their established industry; so as to enhance their
capacities to weather the period of recessionary turmoil through reduced inflation and
interest rates. Frick (2019) argued that a company’s performance during and after pandemic-
influenced recession depends not just on the decisions it makes but also on who and what
type of firm makes them.

The respondents agreed that the existing business have in-depth experience of market
behaviour more than newly developing SME’s. Some respondents were of the opinion that
conversancy over the years with the market and built relationships with clients is behind this
decision. Entrepreneur Staff (2023) posited that most standard firms engage in market
research, a well-developed market segmentation (identifying specific groups within a market)
and product differentiation (creating an identity to distinguish it from other competitors).
Established businesses must have built up an in-depth picture of what customers want, how
they behave and which of their marketing approaches work best (Info Entrepreneurs, nd),
which is an advantage over SME’s.

It was equally agreed by the respondents that existing business with large market share
intimidates new firms thus, creating fear of market entering. This, as previously highlighted is
based on already built connection and expertise over the years, making it difficult for newly
coming firms to gather grounds and compete. Marshall (2021) with direct or indirect
restrictions, the number of players within an industry allows the incumbents to earn excess
profits, hence deterring new entrants from venturing into a sector. Certain market
characteristics pose higher barriers to entry for small entrants, while large entrants are less
affected; while incumbents’ firms may react differently to small-scale entrants compared to
large-scale entrants (Blees, et al 2003).

It is possible that existing businesses sometimes create unfriendly environments too.
Competition in businesses helps firms to enhance their products and operational efficiency
(Indeed Editorial Team, 2022). Screen mobile (2021) Competition in business decreases an
individual company’s market share and shrinks the available customer base, especially if
demand is limited; forcing lower prices for firms to stay competitive, and decreasing profit
margins for sale.

RQ 1: Impact of the Internal Factors on SMEs Performance in Nigeria

Table 5

Regression Analysis on the Impact of the Internal Factors on SMEs Performance in Nigeria
Coefficients?®

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error | Beta t Sig.
1 (Constant) -.764 .086 -8.868 |.000
DOWNSIZING .283 .046 .265 6.213 .000
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FearofExistingBusiness | .948 | 056 |.719 |16.838 |.000 |
a. Dependent Variable: SME PERFORMANCE

From table 5, the coefficients of downsizing and fear of existing business were
significant since p = .000 < 0.05. Hence, there is a positive relationship between SME
performance; and downsizing/ fear of existing business respectively. An increase (decrease)
in downsizing increases (decreases) SME performance by 28.3 % while an increase (decrease)
in fear of existing business increases (decreases) SME performance by 94.8%.

External Factors (Reduction in Demand & Revenue Reduction) Influencing SMEs
Performance
I.  Reduction in Demand
Table 6
Reduction in Demand
S/N SD Mean DE Rank

26 During the covid-19 movement restriction, there is .74 4.13 SA 2™
increase in price of products and services

27 The material needed for production during covid-19 .60 4.27 SA 1%
movement restriction are scarce

28 The cost of making quality product during covid-19 .89 3.83 SA 4t
skyrocket the price

29 Consumers during covid-19 opt for cheaper products 96 3.53 SA 6

30 There is low product demand on product that has low .91 3.79 SA 5t
customer rating on social media

31 Competing firms produce in larger quantity thus, they are .80 4.00 SA 3™
able to sell at cheaper price
Average .81 3.92

KEYS: SA — Strongly Agree; A — Agree; D — Disagree; SD — Strongly Disagree

Table 5 reveals respondents’ information on reduction in demand. The respondents
strongly agreed that the materials needed for production during covid-19 movement
restriction are scarce (4.27), and that during the covid-19 movement restrictions, there is
increase in price of products and services (4.13). It was also strongly agreed that competing
firms produce in larger quantity thus, they are able to sell at cheaper price (4.0), while the
cost of making quality product during covid-19 skyrocket the price (3.83). Furthermore, there
is low product demand on products that have low customer rating on social media (3.79).
while consumers during covid-19 opt for cheaper products (3.53).

The SME respondents agreed that during the covid-19 movement restrictions, there is
increase in price of products and services. Most respondents were of the opinion that
shipping-in more products and transporting them to their various retail points for sale was
very difficult, hence inflating their prices. COVID-19 resulted in restrictions in mobility of
workers, changes in taste and demand of consumers, closure of food production facilities,
restricted food trade policies, and financial pressures in food supply chain (Aday & Aday,
2020).

Consequently, the material needed for production during covid-19 movement
restriction was very much scarce, as agreed by the respondents. Because state borders were
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sealed and movement of people was restricted, local food processing and local food supply
chains were stuck, as well as minimized migration of people from rural to urban areas
(Dharmalingam, et al 2021). COVID-19 is exacerbating food shortages, as food imports,
transportation and agricultural production have all been hampered by a combination of
lockdowns, travel restrictions and physical distancing measures (WHO Africa, 2020). The
resultants of these restrictions were felt mainly by low-income households and those working
in the informal economy due to their loss of livelihoods and inability to access markets.

The cost of making quality product during covid-19 skyrocketed the prices. It was
obvious that the restrictions and policies led to increases in the prices of products as well as
their raw materials. Gama care (2021) these sky rotted prices includes on raw materials used
in construction, car manufacturing, e-commerce; and the prices of precious metals such as
gold, silver, and platinum (Rajput, 2021).

Consequently, the respondents agreed that consumers, during covid-19 opt for cheaper
products within their purchasing powers. Several factors that inflate the prices of materials
such as travel restrictions, closure of shopping malls and supermarkets; reduced product
availability at stores; all influence consumers’ option of going for cheaper (Patil, et al 2022).
On the other hand, sales of luxury products and services witnessed a slump because of long
gueues, uncertainty in opening and closing times, unavailability of items, and restrictions on
purchase quantity (Patil, et al, 2022). During the pandemic, consumers began shopping
differently — reprioritizing what is essential and what is needed more than ever before
(Morgan, 2020).

The respondents agreed that there is low demand on products that has low customer
rating on social media. The main reason behind this as agreed is that online reviews are more
influential, while the impact of consumer reviews across products in the same product
category varies and influences demand (Zhu, et al, 2010). Any demeaning message can affect
all site visitors and subsequently patronisers of the product. In recent researches the volume
and nature of online consumer reviews significantly impact product sales (Chen, et al 2011,
Zhu, et al, 2010; Liu, 2006).

It was also concluded that since competing firms produce in larger quantity, they are
able to sell at cheaper price. As long as more is sold, the little profits can make up for the
cheaper prices, attract more customers, and still enjoy monopoly through selling at that price.
According to Lumen (n.d) a perfectly competitive firm can sell large quantities of products, as
long as it accepts the prevailing market price; while revenue is going to increase as the firm
sells more.

Revenue Reduction
Table 7
Revenue Reduction
S/N SD Mean DE Rank

32  During the covid-19 movement restriction, there is increase in .74 4.13 SA 2N\P
price of products and services

33  The material needed for production during covid-19 movement .60 4.27 SA 1%
restriction are scarce

34  The cost of making quality product during covid-19 skyrocket the .89 3.83 SA 4t
price

35 Consumers during covid-19 opt for cheaper products 96 353 SA 6"

36 There is low product demand on product that has low customer .91 3.79 SA 5%
rating on social media

197



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN BUSINESS AND SOCIAL SCIENCES

Vol. 14, No. 1,2024, E-ISSN: 2222-6990 © 2024

37 Competing firms produce in larger quantity thus, they are ableto .81° 4.00 SA 3™
sell at cheaper price

KEYS: SA — Strongly Agree; A — Agree; D — Disagree; SD — Strongly Disagree

Table 6 reveals respondents’ information on revenue reduction. The respondent
strongly agreed that the materials needed for production during covid-19 movement
restriction are scarce (4.27), while there was increase in price of products and services (4.13).
They equally strongly agreed that competing firms produce in larger quantity thus, they are
able to sell at cheaper price (4.0), the cost of making quality product during covid-19 equally
skyrocketed the price (3.83). Furthermore, the table showed that there is low product
demand on product that has low customer rating on social media (3.79).

The findings from the respondents indicate that during covid-19, the company records
low customers’ patronage. Lot of factors can be linked to this; however, restrictions and
lockdowns were most indicated as main reasons why there was low patronage. Eke and
Ikegwuru (2020) posited that the use of supermarkets in Nigeria is significantly and favourably
correlated with coronavirus control measures. Due to the lack of alternative purchasing
options caused by the COVID-19 Crisis, consumer behaviour and patronage changed;
favouring supermarkets, which are heavily frequented. Even business and transport owners
in FUNAAB have lamented low patronage as a result of the COVID-19 lockdown (Funaab,
2020).

It was also reported that low patronage is because of reduced purchasing power.
Majority of the respondents stated that they can only buy more when they have enough
money with them. But a critical period marred by lack of business sales and job losses,
patronizing their businesses became an issue as a result of low purchasing power. According
to Awoyinfa (2020), the government should implement fiscal policy measures that would
complement the nation's current monetary policies in order to raise the purchasing power of
the people and promote family consumption. Due to consumers' restricted purchasing
capacity and the increasing economic situation, manufacturers similarly repackaged a number
of consumer goods, notably those offered in sachets, into smaller quantities (Tunji, 2022).

Majority of the respondents were of the view that since nobody knows when the world
will become stable, everyone tries to safe the little money they have. The trauma of
everything crashing at the same time made it look so safe to hold back money instead of
spending on frivolities. Emerging markets are at high risk, facing the dreadful challenge of
fighting the virus in densely populated cities and poverty-stricken slums—where social
distancing is hardly an option (Georgieva, 2020). Furthermore, for youths who start their
careers at the bottom of their earning potential, worrying about saving has never been easy.
Saving money, however, is particularly challenging, in addition to loan debt, housing and food
prices are still high, despite a slowing of inflation (Simonetti, 2023).

From the SME’s perspectives, customers were unable to access their products due to
movement restrictions. According to Aday (2020) national or international border closures
and the changes in demand of consumers are important causes to this trend. OECD (2020)
posits that it is important not to add to costs for traders and consumers; and advisable to
avoid export restrictions on essential goods, such as medical equipment and, especially, food
products.

It was agreed in concord that most of the SME’s targeted customers were paid half
salaries during covid-19 movement restriction. Most employers could not cope with paying
full salaries to their workers inasmuch as them being redundant as a result of the restrictions
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and lockdowns. Some employers paid at least 50% of usual wages for workers whose job has
been temporarily suspended, and are partially reimbursed by the state in some foreign
countries (OECD, 2020). Also, most employers—large, medium-sized, and small—are
temporarily reducing salaries and hourly pay in reaction to their income losses from the
coronavirus pandemic (Miller, 2020).

Due to movement restriction order by the government, the profit made by the firm has
greatly reduced in agreements with the respondents’ viewpoints. When the number of
working hours has been cut short, and the quantity of goods imported are limited, as well as
other consumer influencing factors; the number of profits made can be seen reduced. The
lockdown measures that were chosen and put into effect, which stopped production, limited
the movement of people and commodities, closed borders, created logistical challenges, and
slowed down trade and economic activity, are mostly to blame for the disruptions in profits
(PWC, 2020). World Bank (2020) opined that businesses might find it hard to service debt;
bankruptcies and defaults could result in financial crises in many countries.

The SME respondents unanimously agreed that the decrease in product demand
significantly affect firm’s revenue. Just as seen in the law of demand and supply, decrease in
demand for goods will reduce the sales made from them, and subsequent revenue generated
from them. With the knowledge that when a quantity effect is elastic, it outweighs the price
effect, and when a price effect is inelastic, it outweighs the quantity effect, this information
can be used to optimize revenue or expenditure (Hutchinson, 2017).

Finally, the SME respondents agreed that the availability of substituted goods
contribute to revenue reduction. When there are alternatives to customer’s choice of product
or brand, it reduces the revenue generated by an SME. In most cases, substitute goods are
always cheaper, and may not be in the custody of particular business owner. The business
owner may have to source the good from another business owner, while the profits are either
shared disproportionately or not given at all. By offering similarly beneficial alternatives,
substitute items provide customers more options when making selections about what to buy.
Yet from a business's standpoint, competing products cause conflict and price (CFl Tem,
2022). When competitors' products beat their own offers by a wide margin, some businesses
are even forced out of business.

RQ 2: Impact of the External Factors on SMEs Performance in Nigeria

Table 8

Regression Analysis on the Impact of the External Factors on SMEs Performance in Nigeria
Coefficients?®

Unstandardized Standardized

Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) -1.266 .061 -20.712 |.000
gii:‘::;” " 904 102 683 8.830 |.000
Revenue Reduction | .387 .100 .300 3.878 .000

a. Dependent Variable: SME Performance

From table 8, the coefficients of reduction in demand and revenue reduction were significant
since p =.000 < 0.05. Hence, there is a positive relationship between SME performance; and
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reduction in demand/ revenue reduction respectively. An increase (decrease) in reduction in
demand increases (decreases) SME performance by 90.3 % while an increase (decrease) in
revenue reduction increases (decreases) SME performance by 38.7%.

Impact of COVID-19 on SME’s performance in Nigeria

Table 9

Impact of COVID-19 on SME’s performance in Nigeria

S/N SD Mean DE Rank

38 During covid-19, the company records low customers’ .82 4.02 SA 3fP
patronage

39 | believe the low patronage is because of reduced .73 4.07 SA 1°T

purchasing power

40 Since nobody knows when the world will become stable, .87 3.71 SA 5™
everyone tries to save the little money they have

41 Customers were unable to access our product due to .82 3.84 SA 4t
movement restriction

42  Most of the firm targeted customers were paid half salary .80 4.06 SA 2NP
during covid-19 movement restriction

43  Consumers during covid-19 opt for cheaper products 93 359 SA 7™

44 There is low product demand on product that has low 1.0 3.67 SA 6™
customer rating on social media
Average .85 3.85

KEYS: SA — Strongly Agree; A — Agree; D — Disagree; SD — Strongly Disagree

Table 7 reveals respondents’ information on impact of covid-19 on SME’s performance
in Nigeria. From the table, it was strongly agreed that low patronage is because of reduced
purchasing power (4.07), while most of the firm targeted customers were paid half salary
during covid-19 movement restriction (4.06). It was equally found that during covid-19, the
company records low customers’ patronage (4.02) and they were unable to access our
product due to movement restriction (3.84). It is uncertain when the world will become
stable, everyone tries to safe the little money they have (3.71); and there is low product
demand on product that has low customer rating on social media (3.67), hence consumers
during covid-19 opt for cheaper products (3.59).

The findings from the respondents indicate that during covid-19, there is low patronage
is because of reduced purchasing power. As people have less funds on them mainly as a result
of being meticulous in spending or job loss and non-payment of salaries, and also as a result
of uncertainties around how much longer the pandemic may last; their purchasing power for
goods and services from the SMEs tend to drastically reduce. Adekoya (2020) established that
the pandemic has forced many Nigerians to buy locally produced goods on account of
distortions in global economy and supply chain; while weakened consumer’s purchasing
power and lockdown tremendously affected sales and production, in Q1 of 2020. Tunji (2022)
stated that the persistence of low purchasing power around consumers amid worsening
economic conditions has also forced manufacturers into repackaging most consumer
products in sachet forms into smaller quantities, to be sold at same of higher price. Initiating
policies to strengthen the purchasing power of consumers stimulates aggregate demand and
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deliberately support industries to reduce the production cost of manufactured products in
the country (Tunji, 2022).

It was also found out that most of the firm targeted customers were paid half salary
during covid-19 movement restriction. The employers should not take this whole blame
because it is really difficult to keep up with productions when the prices of raw materials and
other factors of production are high, and when there are import restrictions as well as
restrictions on searching and movement of goods. Hence, instead of closing down entirely or
sacking the employees; it is commendable to place workers on half salary. According to Miller
(2020) employers (large, midsize or small) are cutting salary and hourly wages, at least
temporarily, in response to their revenue losses during the coronavirus pandemic, as 50% of
the employees cannot afford to pay employees for a full month under quarantine. Even the
aviation agencies and Federal Airports Authority of Nigeria (FAAN) in Nigeria placed their
workers on half salaries from the month of May 2020 as one of the strategies to survive the
pandemic; pledging to pay the balance after resumption with improved revenue generation
(Osinusi, 2020).

During covid-19, it was observed that SMEs records low customers’ patronage. This is a
dire consequence of low consumer power on the part of the client, as well as conservative
spending nature and lack of funds. During the crises, traders, and drivers bemoan low
patronages on campus (FUNAAB, 2020). As discussed by Acee-Eke and Ogonu (2020) SMEs
needed new strategies (innovation, knowledge, empathy) for their survival, profitability, and
sustainability; while their businesses are choked with uncertain financial incentives, high
operating costs, and lack of stimulus package as they depend on customer patronage (loyalty
and retention) for survival.

The study found out that customers were unable to access products from SMEs due to
movement restrictions. There were tough movement restrictions placed in all places around
which drastically restrained customers from accessing goods and services from the SMEs.
Furthermore, it was difficult moving required goods round to their various retail outlets.
According to Aday and Aday (2020) movement restriction (national or international border
closures) restricted customers from going to restaurants, instead they prepare their meals at
home; while consumers do not want to go to markets and supermarkets to avoid contacting
the virus at the stores. Hence, SMEs switched to Online shopping because of government-
imposed restrictions and consumer anxiety over the potential health risk associated with in-
store shopping (Shaw et al, 2022).

At the peak of the pandemic, it was uncertain when the world will become stable; while
everyone tries to save the little money they have, avoiding frivolous spending. Some SMEs
were unsure where and when the next meal would be coming, as most were closed or shut
down; or producing on lower frequency and capacity. According to Parker, et al (2020) about
half of lower-income adults who were used to savings now save less than before the outbreak
in the U.S.; 56% of the adults who have been saving money before the pandemic say they
have not been able to put the same amount as usual into savings, while 13% have been able
to put more. Looking only at respondents who can usually put money into savings, 36% are
able to save less than they did before the coronavirus outbreak, while 19% say they are saving
more and 44% say they are saving about the same (Parker, et al 2020). Horowitz, et al (2021)
posited that a lot of SMEs were already struggling to save money before the coronavirus
outbreak hit; while a plurality of lower-income adults is saving less during the pandemic.

The findings further revealed that there is low product demand on product that has low
customer rating on social media. Most SMEs in Nigeria from their responses seem not to be
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giving customer ratings the desired attention; maybe because they could not move their
businesses online in the first place, while the few that did, were not attentive to online
customer ratings. While modern days’ consumers often seek others' opinions about a product
before deciding on purchase through magazines, specialized review websites, social media
pages, asking their family members and friends for recommendations (Dwiveldi, 2021);
aspiring SMEs are expected to pounce on such privilege and opportunity to make the most
satisfying sales and profits. Social media use allows a firm to control its information broadcast,
connect and converse with its targeted customers, creating better and stronger customer
engagement; and promoting their products (Eslami et al, 2022).

The study finally revealed that consumers during covid-19 opt for cheaper products. As
a result of the low purchasing power, customers’ struggles to save, carefulness against
spending extravagantly and uncertainties as to when the pandemic will subside; consumers
mostly tend to go for cheaper and less expensive products. In support of this finding,
Abdelnour, et al (2020) opined that building new pricing discipline, flexibility, and capabilities
now can create long-term competitive advantages; while success-minded SMEs are adapting
to their customers’ immediate and changing needs while they consider longer-term
implication. JPMorgan (2020) posited that there are products that are seriously sought
despite the pandemic such as essential items from grocery stores or pharmacies; while there
were rampant panic buying of goods all forced their prices up. Leaders in SMEs in charge of
pricing can focus on being creative in meeting customer needs while preserving value, driving
strong pricing discipline, and investing boldly in capabilities for the future (Abdelnour, et al,
2020).

Impact of the Covid-19 on SMEs Performance in Nigeria
Table 10

Regression Analysis on the Impact of Covid-19 on SMEs Performance in Nigeria
Coefficients?®

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error |Beta t Sig.
1 (Constant) -.818 .051 -16.114 1.000
COVID19
1.236 .013 .983 92.606 |.000
(RID;RR;D;FEB)

a. Dependent Variable: SME Performance

From table 8, all the independent variables namely [Reduction in Demand (RID); Revenue
Reduction (RR); Downsizing (D) & Fear of Exiting Business (FEB)] were collapsed into COVID19,
and its impact measured against the SME Performance through regression analysis. The
coefficients of these independent variables “COVID19” were significant since p =.000 < 0.05.
Hence, there is a positive relationship between the impact of COVID19 (independent
variables) and SME Performance. An increase (decrease) in COVID19 factors increases
(decreases) SME performance by 123%.

Conclusion
Recommendations
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The following recommendations are given to SME managers and owners to properly address
the difficulties and challenges they face when carrying their businesses aloft the covid-19
storm. The proposed recommendations are as follow

SME’s need to constantly measure their performances during crises such as covid-19,
to be able to take decisions on: continuing, fortifying, or downsizing their businesses.
The SMEs need to measure performances to find out when and how they are having
high losses and reduced sales volume, meeting up with target accomplishment, staff
number reductions, and even when to close down of their businesses during or after
crises; especially when their businesses are at start-up stages. SME’s dealing on
perishable goods should expect restrictions during pandemics and plan ahead in
making enough goods circulate around the country. SMEs are equally advised to
explore and embrace the opportunity of having an online hybrid version of their
businesses to thrive, even when there are restrictions of movements to avoid drop in
sales and overall business performance. Digital capabilities positively affect a firm
through reduced costs and increased flexibility. Adapting to the rapid and changing
innovation helps in identifying new business opportunities during covid-19. The SMEs
are equally advised to get financially literate, and equipped to be able to account for
their profits, as well as manage their losses for improved business performance. They
should understand cash flow analysis, taxation quota and rights, sales and financial
education, and Fiscal stimulus packages implemented during the pandemic aimed to
support businesses and households in developing countries.

Downsizing as an internally influencing factor on SME performances is recommended,
to know how to sustain operations while ethically reducing the numbers of employees
during pandemic crises. They can research and explore more means to make their
work activities more flexible, as well working from home possibilities. They should
learn how to assess staff performance and take precautions against laying-off valuable
and useful employees, especially if they still wish to remain in full operations during
pandemics. It is equally recommended that the relieved employees' emotional well-
being was dully considered before asking them to leave. They should factor-in
compensations, lay-off entitlements and survival of sacked workers too. Furthermore,
they should be aware that laying-off more workers reduce the competitive strength
and advantage they have against other competing firms. Except in cases were laying
off of staff is for improved productivity like the cases of technological adaptations, the
results of laying off means to lose interest in competing with other firms, and should
be taken into considerations.

On the fear of already existing businesses, start-up SMEs should endeavour to resist
intimidation and threats from established SMEs, and should not regard them as
threats during Covid-19 crises. They should build up their resilience and diversify their
resort lifelines to survive rainy days. Intimidated SMEs should explore the options of
aggressive marketing over social media to project their products during covid-19
movement restriction, and engage these digital platforms if they are to remain
competitive. They can ask and make enquiries to have knowledge on how top firms
manage economic downturn, and the managerial requirements needed for such. An
understanding of market behaviour and how relationships with clients are built, as
well as having a picture of what customers want, and which of their marketing
approaches work best gives valuable advantage.
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e There is a relationship between SME performance; and downsizing/ fear of existing
business respectively. An increase (decrease) in downsizing increases (decreases) SME
performance while an increase (decrease) in fear of existing business increases
(decreases) SME performance.

e Reduction in demand as an externally influencing factor on SME performances is a
critical area to fix if SMEs intend to sustain their operations during covid-19 pandemic.
Shipping-in goods can be done in good time and in large quantity to wholesale stores
before transporting them to their various retail points for sale prior to pandemic
restrictions. The scarce materials needed for production during covid-19 movement
restriction, can be brainstormed on to possibly start creating and reproducing them
internally. This will equally help in curtailing the increases in prices of products caused
by restrictions and policies. Attention should be paid to online reviews as they help
showcase the shortcomings of the products, and sometimes constructive criticisms on
how the products can be improved on. Prompt responses and reactions to queries
should be maintained. Any demeaning message can affect all site visitors and
subsequently patronisers of the product.

e There s a positive relationship between SME performance; and reduction in demand/
revenue reduction respectively. An increase (decrease) in reduction in demand
increases (decreases) SME performance while an increase (decrease) in revenue
reduction increases (decreases) SME performance.

e Government should implement fiscal policy measures that would complement the
nation's current monetary policies in order to raise the purchasing power of the
people and promote family consumption. National or international border closures
should be done in such a way as not to frustrate the business operations of SME’s
during pandemic crises. Government can equally find a way to support employees of
SMEs of non-government institutions augmenting for the half salaries they are forced
on during the pandemic. Government can equally place sacked SME employees on
temporary salaries pending when the pandemic is over. Finally, the lockdown
measures instituted by the government should not be such that stops production,
neither should it limit the movement of goods/ commodities, close borders against
imports, nor slow down trade and economic activities.

Conclusion

This study explores the impacts of COVID-19 pandemic on the SMEs performance in
Nigeria. It identified the impact of the internal and external factors on SMEs performance in
Nigeria through qualitative-based research with the help of online questionnaire. The findings
of this study showed that the SMEs need to measure performances to find out when and how
they are having high losses and reduced sales volume, meeting up with target
accomplishment, staff number reductions, and even when to close down of their businesses
during or after crises; especially when their businesses are at start-up stages. Downsizing as
an internally influencing factor on SME performances is recommended, to know how to
sustain operations while ethically reducing the numbers of employees during pandemic
crises. They should factor-in compensations, lay-off entitlements and survival of sacked
workers too. Furthermore, they should be aware that laying-off more workers reduce the
competitive strength and advantage they have against other competing firms and should
instead adopt technology and flexibility in their work approach. They should build up their
resilience and diversify their resort lifelines to survive rainy days, exploring the options of
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aggressive marketing over social media to project their products during covid-19 movement
restriction, and engage these digital platforms if they are to remain competitive. Government
can equally find a way to support employees of SMEs of non-government institutions
augmenting for the half salaries they are forced on during the pandemic. Finally, the lockdown
measures instituted by the government should not be such that stops production, neither
should it limit the movement of goods/ commaodities, close borders against imports, nor slow
down trade and economic activities.
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