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ABSTRACT 

he study assesses the effect of 

COVID-19 on the performance of 

SMEs with particular reference to 

Oyo State, Nigeria. A survey of two hundred 

and fifty (250) Small and Medium 

Enterprises (SMEs) were randomly 

selected from one thousand nine hundred 

and sixty-five (2,465) that registered with 

the Small and Medium Enterprises 

Development Agency of Nigeria (SMEDAN) 

in Oyo State. A structured questionnaire 

design for the study was used to elicit 

information from the respondents. Data 

analysis was performed with the aid of 

simple percentage, mean, and Analysis of 

Variance. The study establishes that novel 

lethal COVID-19 has a strong relationship 

with SMEs' performance. It was also 

revealed that the majority of SMEs have 

been anticipating of being out of business, 

while the majority of theme have laid off 
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Introduction: 
The COVID-19 pandemic 

has a devastating effect on 

the nation’s economy 

across the globe. Since 

deadly diseases have been 

declared by the World 

Health Organization (WHO) 

on 11 March 2020,   

business organizations 

across the world have been 

experiencing hell on earth. 

For instance, Lambert 

(2020) confirms that as of 

April 23, 2020, 26.5 million 

jobs were lost in the US 

alone. In the same 

perception, the report of 

OECD (2020) reveals that in 

the United Kingdom, 69% 

of SMEs experience serious  
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their staff due to the inability to meet their statutory obligations. The probable 

cause of this scenario is that majority of SMEs did not have access to 

emergency loans and credit facility available for small and medium 

enterprises as palliative measures from financial institutions and government 

respectively. The study, therefore recommends that government, financial 

institutions, international agencies and philanthropists should come to their 

aid by providing palliative measures such as the judicious implementation of 

tax waiver introduced by the Central Bank of Nigeria (CBN) during and after 

COVID-19  and free and fair access to 50 billion naira credit facility available 

for small and medium enterprises.       

 

Keywords: COVID-19, SMEs Performance, Palliative, Credit facility, SMEDAN,  

 

ash flow, while 33% of them fear being out of business if deadly 

COVID-19 continues. In Belgium, 75% of small businesses report 

declines in turnover, while 51% of them indicate not be able to survive 

three months. In the Netherlands, 50% of SMEs lost significant revenue and 

they are expected to be out of business within three months. In Canada, 81% 

of SMEs indicate their operations are negatively affected, while 32% of them 

worry about the viability of their business over the next year. The report also 

reveals that 50% of SMEs in Asian countries have a month cash reserves or 

less, while 30% of them are expected to lay off 50% of their staff (OECD, 

2020).   

In line with this scenario, the OECD forecasts a decline in economic growth 

rates for developed and emerging economies, since the SMEs, the backbone of 

every economy across the globe, have been bedeviled by the deadly COVI-19.  

To support the prediction, Anudu and Okojie (2020) forecast that over 80% 

of SMEs in Nigeria will close shop before December if adequate palliative 

measures are not provided. In response, governments around the world 

released massive stimulus packages. For example, the US so far approved $2 

trillion budgeted as a palliative fund for SMEs to have their feet in the country 

(Emma & Scholtes, 2020). Also, EU finance ministers recently approved €500 

billion in stimulus measures to revive the SMEs sector (Riley, 2020).  In 

Nigeria, the Federal Government spent N30 billion to checkmate the deadly 

COVID-19 from killing the sector. While the Central Bank of Nigeria (CBN) 

c 
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made a 50 billion naira credit facility available and the tax reduction for the 

sector as palliative measures to quench the negative effect of the COVID-19 

(Onyekwena & Ekeruche, 2020).  

This study, therefore, intends to assess the effect of the COVID-19 pandemic 

on the performance of SMEs in Oyo State, Nigeria. 

 

Literature Review 

Characteristics of Small and Medium sized Enterprises (SMEs)  

Definitions of what constitutes an SME vary quite widely from country to 

country and even within single countries, depending on the business sector 

concerned. Thus, there is no universal determinant or criteria of an SME. Much 

depends on the character of the relevant host country, and the profile of its 

own particular corporate sector, from which a relative measure of an SME is 

then typically made, sometimes on a rather arbitrary basis. Some countries 

just use the number of employees as the sole criteria for determining whether 

a business is an SME or not. Other countries use this same criterion, plus an 

additional criterion based on either the value of the firm’s assets or the size of 

revenues, typically denominated in the local currency.   For instance, OECD 

(2005) defines SMEs as many as organizations with less than 250 employees. 

In Cambodia, firms that employ between 11 and 50 employees and have fixed 

assets of $50,000 to $250,000 are categorized as small. Firms with 51- 200 

employees and fixed assets of $250,000 to $500,000 are medium sized.in 

Indonesia, firms that employ fewer than 100 employees. In Lao People’s 

Democratic Republic, Small enterprises are those having an annual average 

number of employees not exceeding 19 persons or total assets not exceeding 

two hundred and fifty million kip or annual turnover not exceeding four 

hundred million kip. In Viet Nam, SMEs are independent production and 

business establishments that are duly registered according to the current law 

provisions, each with registered capital not exceeding VND 10 billion or 

annual labour not exceeding 300 people (OECD, 2005).  

In China, SME is defined as having up has up to 2,000 employees; while a 

medium-sized business has between 301 and 2,000 employees; and a small 

business has less than 300. European Union defines small and medium 

business as an enterprise that has not exceeded two hundred and fifty 

employees and a total turnover of not more than €50 million. It also 
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maintained that the share of the enterprise in another enterprise(s) should 

not exceed 25 percent (Auckey, 2019). According to World Bank (2015), a 

medium enterprise is an enterprise that employs a maximum of 300 

employees with a maximum of 15 million dollars annual turnover. World 

Bank went further to say that small enterprise consists of less than fifty 

employees with an annual turnover of not more than $3 million. Therefore, it 

referred to small-enterprises as firms that employed a maximum of 10 

persons with an annual turnover of $100,000 dollars. In Nigeria, SMEs as 

entities with asset-based on N5 million and not more than N500 million 

excluding land and buildings with employees between 11 and 200 (World 

Bank, 2015). 

The contributions of SMEs to the nation’s economy across the globe have been 

documented in literature and acknowledged by scholars, economists, and 

international organizations.  For instance, International Trade Centre (2015) 

confirms that SMEs constitute more than 95% of all firms, contribute 

approximately 50% of GDP, and account for 60% to 70% of total employment. 

In the same perception, Small Business Administration (SBA) (2014) affirms 

that SMEs play a vital role in the United State economy, representing 99.7% of 

all employer firms in the United States and employing half of U.S. workers 

while jobs in SMEs account for 67% of total employment in Europe. In Iran, 

SMMEs number around 92% of all businesses and account for 63% of 

employment (SBA, 2014). In another study, Garg and Choeu (2015) confirm 

that small, medium, and micro enterprises sector in Africa accounts for 40% 

of GDP and 60% of the workforce in the formal employment.   

 

COVID-19 pandemic and its Consequence  

COVID-19 was traced to Wuhan, China, on 31 December 2019 when the World 

Health Organization  (WHO) was formally noticed about a cluster of cases of 

pneumonia in Wuhan City, home to 11 million people, and the cultural and 

economic hub of central China. By 5 January, 59 cases were known and none 

had been fatal. Ten days later, WHO was aware of 282 confirmed cases, of 

which four were in Japan, South Korea, and Thailand. There had been six 

deaths in Wuhan, 51 people were severely ill and 12 were in a critical 

condition. The virus responsible was isolated on 7 January and its genome 

shared on 12 January. The cause of the severe acute respiratory syndrome 
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that became known as COVID-19 was a novel coronavirus, SARS-CoV-2. The 

rest is history, albeit a history that is constantly being rewritten: as of 12 May, 

82,591 new cases of COVID-19 worldwide were being confirmed daily and the 

death rate was over 4200 per day (WHO, 2020).  As of 07 September 2020, 

27, 150, 797 cases of COVID-19 has recorded across the globe, while 889 256 

deaths have been confirmed ((WHO, 2020). In Nigeria, the first case of COVID-

19 was established in Lagos State by the Ministry of Health on the 27th 

February 2020 and as of 7th September 2020, 55,160 cases have been 

confirmed, 43231 cases have been discharged and 1061 deaths have been 

recorded in 36 states and the Federal Capital Territory.  

Consequently, The ILO estimates the impact of COVID-19 to result in a rise in 

global unemployment of between 5.3 million (“low” scenario) and 24.7 

million (“high” scenario) signaling that ‘sustaining business operations will be 

particularly difficult for Small and Medium Enterprises (SMEs). In line with 

estimation, the finding of Aifuwa, Musa, and Aifuwa (2020) confirms that the 

novel Coronavirus (COVID-19) pandemic has rendered the SMEs impotent in   

Nigeria.  The study of Abedejos (2020) also depicts that SMEs in Nigeria and 

all over the world have suffered the hardships of COVID-19. The reports of 

OCED (2020) also reaffirm that SMEs have been bedeviled by COVID-19’s 

plague (see table 1).   

 

Table 1: OCED (2020)’s report on SME Surveys on the impact of COVID-19  

Country  Impact on SMEs 

Poland More than 56% of the SMEs experience high costs and low 

sales, while 30% already have cash problem 

Greece Over 70% of the SMEs have experienced a dwindling in sales  

Korea  More than 68% of the SMEs have been impacted negatively, 

while over 40%  of them have closed down. 

Belgium Not less than 75% of the SMEs recorded declines in turnover, 

while over 50% of them cannot meet their statutory 

obligations. 

UK 

 

Over 75 % of the SMEs expect to lay off, while 70% of them 

run out of cash.  
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Canada and 

the US 

Not less than 90% of SMEs affected, while 33% of them lack 

financial resources.  

Portugal 37% of SME surveyed to experience dwindling production 

and more than 50% do not have financial and material 

resources.  

Germany 

 

About 58% of SMEs experience sales’ decline, while 50% of 

SMEs have financial crunch.  

Canada 

 

About 81% of SMEs indicate that lethal diseases affect their 

operations negatively, while 32% doubt about the continuity 

of their business. 

Sources; (OCED, 2020) 

 

Methodology 

A survey of two hundred and fifty (250) Small and Medium Enterprises 

(SMEs) were randomly selected from one thousand nine hundred and sixty-

five (2,475) that registered with the Small and Medium Enterprises 

Development Agency of Nigeria (SMEDAN) in Oyo State. The sample size for 

the study was determined by the formula suggested by Mugenda and 

Mugenda (2008). A structured questionnaire design for the study was used to 

elicit information from the respondents. The reliability of the research 

instrument was determined with the aid of the test-retest method, while the 

face and content validities of the instrument were also determined via 

experts’ verification. Data analysis was performed with the aid of simple 

percentage, mean, and Analysis of Variance. 

 

Results and Discussion 

Basic Demographics of the Respondents  

In order to gain insight into the basic demographics of the SMEs operators/ 

managers, the study included questions about their age, marital, educational 

background, establishment, and their years of experience. Results revealed 

that 36.2 percent of respondents are between 20 – 35 years, 29 per-cent was 

between 36 – 45 years, 26.1 percent was between 46-55 years while only 8.7 

is above 56 years. The mean age of most of the respondents is 45 years which 

implies that most of the SMEs operators/ managers are young, energetic, and 

active. This development connotes that they can still contribute meaningfully 
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to Nigeria's economic growth through job creation and poverty reduction. It 

was noticed that majority of respondents were married; 59.9 percent and 

single constituted 40.6 percent but noticed there were no divorced among the 

respondents. Results also revealed that 10.8 percent of the respondents had a 

master’s degree as their highest educational qualification, 43.5 percent had 

HND/ B.Sc degree, 2.3 percent had a professional certificate, 32.6 percent had 

NCE/ND certificate, while 10.8 percent had a general school certificate as their 

highest educational qualification. This implies that the majority of SME 

operators/ managers had former education. Notably, also respondents are 

persons from various sectors of the economy including manufacturing with 

19.9 percent, service with 29.7 per-cent; education with 20.8 percent, and 

farming /agro-allied with 29.6 percent respectively with years of experience. 

 

Table 2: Assessment of COVID-19’ Effect on Small Businesses  

Statement  N  Mean  Rank  Remark  

Since the outbreak of the deadly COVID-19, 

your business operations have stopped. 

250 4.10 6th  Accepted  

Lockdown syndrome has affected your 

business performance natively. 

250 4.29 1st  Accepted 

Distancing policy amid COVID-19 has an 

adverse impact on your customers’ ability 

to buy products or services. 

250 3.10 9th  Accepted 

During the outbreak, you find it extremely 

difficult to have access to raw materials.  

250 4.19 4th  Accepted  

COVID-19 has prevented you to have access 

to finance 

250 3.98 7th  Accepted 

Novel COVID-19 has hindered you to meet 

your statutory obligations.  

250 4.21 3rd  Accepted  

During the deadly diseases, your 

organization has laid- off workers. 

250 4.18 5th  Accepted  

You face difficulties accessing the 50 billion 

naira credit facility available for small and 

medium enterprises 

250 3.97 8th  Accepted  
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You anticipate being out of business by 

December if the outbreak persists. 

250 4.22 2nd  Accepted  

You enjoy a tax waiver introduced by the 

Central Bank of Nigeria (CBN) during 

outbreak.  

250 2.11 10th  Rejected 

You benefited from the 30 billion federal 

government  spent on fighting deadly virus 

(COVID-19)  

250 2.01 11th  Rejected  

Grand Mean 3.667 

 

Table 2 summarizes the effect of lethal COVID-19 on SMEs performance. The 

grand mean of 3.667 which is greater than the criterion mean of 3, indicates a 

high level of acceptance that all the listed items are the challenges imposed by 

the lethal diseases (COVID-19) on SMEs surveyed. Majority of the 

respondents agree that lockdown syndrome has affected business 

performance inversely with highest mean value of 4.29. The study also reveals 

that majority of SME operators have been anticipating of being out of business 

by December if the outbreak persist, while majority of theme have laid off 

their staff due to inability to meet their statutory obligations. The probable 

cause of this scenario is that majority of SMEs did not have access to 

emergency loans and credit facility available for small and medium 

enterprises as palliative measures from financial institutions and government 

respectively. The implication of this finding is that for SMEs, which is the back 

bone of nation economic growth and development to wax stronger during and 

post COVID-19, government, financial agencies and philanthropists must 

come to their aid by providing palliative measures.      

 

Table 3: Effect of COVID-19 on SMEs’ performance 

Analysis of Variance (ANOVA) 

Statistical 

Model 

Sum of 

Squares 

Degree of 

freedom 

Mean 

Square 

F P- 

value 

Regression 

Residual 

Total 

323.772 1 323.772 246.491 0.000 

185.207 249 1.314   

508.979 248    
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Table 3 demonstrates the relationship between novel COVI-19 and SMEs’ 

performance. The F-value of 246.491 and P-value of 0.000 indicates that lethal 

COVID-19 had significant effect on SMEs’ performance. The study concurs 

with the finding of Aifuwa, Musa, and Aifuwa (2020) that the novel 

Coronavirus (COVID-19) pandemic has a significant effect on SMEs’ 

performance in   Nigeria.  In another study, Abedejos (2020) establishes that 

deadly COVID-19 has a strong relationship with SMEs’ performance.  

 

Conclusion and Recommendations 

The study assesses the effect of COVID-19 on the performance of SMEs with 

particular reference to Oyo State, Nigeria. The study establishes that novel 

lethal COVID-19 has a strong relationship with SMEs performance. It was also 

revealed that majority of SMEs have been anticipating of being out of business, 

while majority of theme have laid off their staff due to inability to meet their 

statutory obligations. The probable cause of this scenario is that majority of 

SMEs did not have access to emergency loans and credit facility available for 

small and medium enterprises as palliative measures from financial 

institutions and government respectively.  

The study, therefore recommends that government, financial institutions, 

international agencies and philanthropists should come to their aid by 

providing palliative measures such as judicious implementation of tax waiver 

introduced by the Central Bank of Nigeria (CBN) during and after COVID-19  

and free and fair access to 50 billion naira credit facility available for small 

and medium enterprises.       
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