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ABSTRACT 

This study evaluates the effects of Covid 19 on small and medium scale 

enterprises performance in Odeda local government area, Abeokuta, Ogun 

State. The specific objective of the study to; ascertain the effect of lock down on 

productivity of SMEs; determine the extent to which the pandemic affect growth 

of SMEs and examine the effect of social distance on sales of SMEs. In attaining 

the highlighted objectives, a well-structured questionnaire was administered 

for information and data collection. A stratified random sampling technique 

was used for the selection of the respondents from the study areas. Total of 104 

respondents were selected across the study area. The analysis of data was done 

using descriptive tools basically to show the distribution of socio-economic 

characteristics of the respondents, and inferential to estimate the effects of 

Covid-19 on small and medium scale enterprises performance. Regression and 

Correlation Models and Chi Square Test were employed. This study findings 

based on test of the three (3) hypotheses in the study, show that there is no 

significant relationship between lockdown and productivity of SMEs (R2=0.128, 

F cal.= 13.944, P<0.05 at 0.000 significant level); there is no significant impact 

between pandemic and growth of SMEs (R2=0.132, F cal.= 14.460, P<0.05 at 

0.000 significant level); there is no significant relationship between social 

distance and sales of SMEs (R2=0.187, F cal.= 21.826, P<0.05 at 0.000 

significant level). In conclusion, the study reflected that each of these 
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independent variables play a significant role on small and medium scale 

enterprises performance in a positive way. Based on these findings, the study 

recommends that the government should provide financial supports for the 

diversification of various aspects of small and medium scale enterprises such 

as: agriculture, manufacturing, beauty/cosmetics etc. in order to be responsive 

to the impact of COVID-19 in the country; Alternative support of getting raw 

materials should be given to the expansion of small scale enterprises in order 

to create alternative sources of income to the business owner; Finally, the 

government at both state and federal levels should involve private sectors and 

investors in providing necessary support for an expansion of small scale 

enterprises in order to achieve economic. 

 

Keywords: Covid 19, Pandemic, SMEs, Performance, Growth, Productivity 

 

Introduction 

Development of Small and Medium Scale Enterprises has been a focal point of 

the various governments of the world, because SMEs have flexible 

configurations and immensely contributed to nation building respectively 

(Aderemi, Tolulope, Adedayo, & Arinola, 2019; Tehseen & Ramayah, 2015; 

Kayadibi, Polat, & Fidan, 2013; Khaliqueetgal., 2011). Generally, the World 

Bank classified SMEs as businesses with maximum of 300 workers. 

Meanwhile, in Nigeria`s context, small and medium scale enterprises are 

conceptualized as business entities that have less than 50 employees. Basically, 

these enterprises possess investment in machinery and equipment that is less or 

equal to six hundred thousand naira and independently owned and operated with 

a view to generating job opportunities and meeting sales standard (CBN, 2018). 

These business entities constituted about 90% of businesses in Nigeria (Gbandi 

& Amissah, 2014). National Bureau of Statistics (NBS) estimated numbers of 

SMEs in Nigeria to be 41.4 million. The unique nature of SMEs lies in the 

utilization of raw materials from local sources, creation of employment, 

motivation for rural development, entrepreneurship development, mobilization 

of local savings and platform for self-employment. 

However, devastating effects of COVID-19 pandemic on both human and 

material resources in early 2020 cannot be forgotten in a hurry. The Wuhan-

COVID-19 emerged in 2019 in China like the way Ebola did in West Africa in 

2014. But, COVID-19 resulted into global pandemic- which spread across the 
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globe without obstruction (WHO, 2020). This novel virus sparked off various 

restrictions to movement of people, goods and services. The closure of factories 

alongside reduction in production was not left out due to the stay-indoors orders. 

This invariably reverberated its effect to activities of SMEs globally. 

In the recent time, the novel COVID-19 has motivated research from different 

fields, ranging from medical, pharmaceuticals, economic, political and social 

arena in conceptualizing possible multiplier effects of COVID-19 on the global 

economy. Small and medium-sized enterprises (SMES) are backbone of 

developing economies. In Nigeria, SMEs have been identified as the drivers of 

the economy due to their capacity to stimulate productivity, provide 

employment opportunities and improve welfare of the people (Abosede & 

Onakoya, 2013; Ariyo, 2005). This is one of the reasons why studies about 

impact of COVID-19 on SMEs in Nigerian cannot be ignored in the phase of a 

global pandemic. 

As the global economy is currently being ravaged by the COVID-19 pandemic, 

its aftermath effects on both human and material resources in the world is an 

undeniable evidence that good health is the driving force behind the growth of 

economy (Miller & Rosen, 2003; Bloom & Canning, 2000). COVID-19 has 

brought diverse risks to various economic activities like global financial crisis 

of 2008 (Dang & Nguyen, 2020). No single country is exonerated from the 

devastating effects of this novel virus on human and economy, due to the current 

era of globalization. Meanwhile, Nigeria as the biggest country in Africa in 

terms of population and economy, has reported 8344 cases of COVID-19, and 

246 fatalities as of May 27th. In order to contain further spread of this virus, the 

government implemented a series of measures ranging from the closure of 

borders against other nations. Consequently, in March 29th, the government 

declared a lockdown in three major states, Lagos, Ogun and Federal Capital 

Territory, Abuja – halting all non-essential activities across these states. Later, 

other remaining states went on lockdown with a ban on interstate movement on 

non-essential duties. 

The COVID-19 pandemic is an unprecedented global crisis, affecting human 

health and economic welfare across the globe. It is first and foremost a health 

crisis, with governments around the world taking measures to prevent the spread 

of the virus. Yet the pandemic has also resulted in a planet-wide economic 

slowdown, affecting trade, investment, growth and employment. The World 

Trade Organization estimates that world merchandise trade in 2020 could fall 
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sharply, between 13% and 32%. Estimated global losses in GDP growth 

currently hover around 5 percentage points. Although the pandemic has affected 

every corner of the world, the economic earthquake unleashed by COVID-19 

does not affect everyone in the same way. With fewer resources to ride out the 

storm, MSMEs have been particularly vulnerable to the repercussions of the 

crisis 

In the recent times, various analysts have projected fall in aggregate demand 

and supply, dwindling in exports and rise government expenditure as the 

negative ripple effects of lockdown across different sectors of the Nigerian 

economy. However, this lockdown is more likely to make the situation dire for 

SMEs in the country. SMEs constitute the larger bulk of businesses in Nigeria. 

According to National Bureau of Statistics (NBS), SMEs were estimated to be 

41.4 million enterprises in Nigeria which provided jobs for over 70% of 

working population in the country (ILO, 2017). This shows that huge numbers 

of people are engaged either directly or indirectly in SMEs. Therefore, any 

negative economic shocks reverberated by COVID-19 pandemic on these 

enterprises make over 70% of the Nigerian working population vulnerable to 

the novel virus.in view of the above, this study aims to examine the aftermath 

effects of COVID-19 pandemic on Small and Medium Enterprises (SMEs) in 

Nigeria. The study raised this specific research questions in addressing its 

objective. What are the effects of COVID-19 pandemic on operations of SMEs 

in Nigeria? Therefore, considering the contribution of the small and medium 

enterprises to the employment generation and economic growth of the Nigerian 

economy, and the inevitable threats and shocks of COVID-19 to the all sectors 

of the economy, especially SMEs. This study tends to contribute to knowledge 

by examining impact of COVID-19 on SMEs performance in Nigeria with a 

view to identifying the mitigating factors that can ensure the sustainability of 

the enterprises in post COVID-19 period. 

 

Statement of the Research Problem 

There are several ways the Coronavirus pandemic affects the economy, 

especially Micro Small and Medium Enterprises performance, on both the 

supply and demand sides. On the supply side, companies experience a reduction 

in the supply of labour, as workers are unwell or need to look after children or 

other dependents while schools are closed and movements of people are 

restricted. Measures to contain the disease by lockdowns and quarantines lead 
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to further and more severe drops in capacity utilization.  The Lockdown due to 

COVID 19 has shaken the entire business world globally, and the food industry 

is no exception (Galanakis, 2020). Particularly, the small and medium 

enterprises appeared to face a lot of issues managing their business enterprise 

(Shahbaz, Bilal, Moiz, Zubair,& Iqbal, 2020). Since its spread in November last 

year, companies, including SMEs have been trying hard to manage their 

business and sustain this crisis to avoid closure. The lockdown affect 

productivity of SMEs, which as lead to the closing down of many SMEs. 

The COVID 19 pandemic has affected the growth of SMEs drastically. 

According to the National President, Association of Small Business Owners of 

Nigeria (ASBON), pandemic has created negative impact on the overall 

operations of SMEs in the country. It is due to this negative consequence that, 

there are a lot of cut downs in the production. It is observed that, many 

businesses especially Small and Medium Enterprises (SMEs) in Nigeria have 

collapsed as a result of negative effect of the COVID-19 pandemic. There is 

vulnerability with regard to the business transactions especially SMEs despite 

the fact that, priority has been given to protection of life and health conditions 

of the citizens.  The social distancing policy was implemented because due to 

health care crisis caused by COVID-19 (Farboodi, Jarosch, & Shimer, 2020). 

Prevention of COVID-19 transmission causes economic and health problems 

(Jones, Philippon, & Venkateswaran, 2020). The implementation of social 

distancing has made SMEs‟ sales declined due to the prohibition of activities 

in public places. This policy as reduce the sales of many SMEs and it leads to 

damage of many goods, especially perishable goods. SMEs experienced a larger 

decline in sales compared large firms (Lakuma, Sunday, Sserunjogi, Kahunde, 

& Munyambonera, 2020). This may be because a number of the micro and small 

businesses in the country stopped operations for a while due to their 

helplessness to undertake preventive health measures like ensuring physical 

distancing, providing sanitizers, water, and soap for customers‟ use. (Lakuma, 

Sunday, Sserunjogi, Kahunde & Munyambonera, 2020). 

 

Research Questions 

The research question that was investigated in the study includes: 

• How does the lock down affect productivity of SMEs? 

• To what extent does the pandemic affect growth of SMEs? 

• To determine the effect of social distance on sales of SMEs? 
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Literature Review 

Concept of Small and Medium Scale Enterprise 

The prime motivating factor of the study is to explore the impact of COVID-19 

on small and medium enterprises performance and strategize for post-COVID-

19 economic recovery in the country. The conceptual framework for the 

performance of SMEs is significant especially as a result of lack of clear 

framework for exploring the impact of COVID-19 on SMEs in making the 

economy thrive in the country. It is not arguable to posit that, COVID-19 has 

drastically contributed to the decline in utilizing SMEs as an important yardstick 

in reducing the high rate of unemployment and job creation (Ayyagari, 

Demirguc-Kunt, & Maksimovic, 2011). It is not disagreeable to posit that; 

literature acknowledges that SMEs immensely contribute to the socio-economic 

growth and development of different countries. For instance, literature 

establishes that market orientation has significant impact on the relationship 

between entrepreneurial orientation and SMEs performance (Amin, 

Thurasamy, Aldakhil, & Kaswuri, 2016). It is further explained that, SMEs 

significantly contribute to gross domestic product (GDP), growth of export 

earnings, and creation of employment opportunities (Pulka, Ramli, & Bakar, 

2017). It is vital to reiterate that literature asserts that, strategies for propelling 

SMEs should be put in place especially considering technological, competitive 

changes and rapid market. Literature contends that SMEs essentially contribute 

to the enhancement of export earnings, GDP, growth of local products and new 

market development (Pulka, Ramli, & Bakar, 2017). 

As a result of the fact that studies have posited that, at the international level, 

95% of the businesses are from SMEs. This inferably means that, it contributes 

up to 60% of the employment in the sector of the economy especially in private 

sector. Hence, it is paramount to ensure that, the improvement of SMEs 

provides sustainable strategies for the responsiveness to the current challenge 

of COVID-19. Although, literature emphatically stresses that developing 

country like Nigeria can provide efficiency of SMEs because it is an essential 

player for improving productivity, competitiveness, innovation and 

entrepreneurship (Shrivastava, 2016). This position should not be 

underestimated because Organization for Economic Cooperation and 

Development-OECD- (2017) submitted that, SMEs are estimated as 63% of the 

whole employment of the member countries especially an emphasis has been 

made towards enhancing global and digitalized economy (OECD, 2017). 
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With the current scenario of COVID-19, there is need to address the high level 

of mortality rate as literature canvasses in the country. Onwards, it is significant 

that, SMEs should be expanded to manufacturing industries in order to magnify 

the prospect of SMEs. Nonetheless, the reality on ground has demonstrated that, 

as a result of ineffective strategies and poor performance of SMEs, many 

businesses have been closed down since the beginning of the pandemic. It is 

established that youth unemployment rate has proliferated from an approximate 

of 22% in 2009 to 24% in 2016 as literature contends (Chile, 2016). 

Nonetheless, the fact is that, the government has initiated different social 

interventions programmes in the recent such as N-Power in order to drastically 

reduce the rate of unemployment among the teaming youths. This kind of social 

interventions programmes is an indication that there is no adequate mechanism 

for promoting SMEs towards job creation. It is however important to stress that 

several or multifarious challenges are facing SMEs such as lack of unstable 

policy, inadequate finance, lack of adequate infrastructure, inadequate 

transportation, lack of electricity, lack of passion and curiosity for investment, 

socio-political ambition of entrepreneurs and many others (Adebisi, Alaneme, 

& Ofuani, 2015). 

Small and medium scale industry orientation is part and parcel of Nigeria. 

Evidence abound in our respective communities of what successes our great 

grandparents made of their respective trading concerns, yam barns, iron 

smelting, farming, cottage industries and the likes. So the secret behind their 

success of a self-reliant strategy does not lie in any particular political 

philosophy, so much as in the people’s attitude to enterprise and if the right 

incentive is adequate enough to make risk worthy ventures and decisions worth 

taking. In Nigeria, the respective government policies accorded and gave 

priority to the country’s small scale enterprises. This has been in recognition 

that they constitute the fountain head of vitality for the National economy, and 

consequently their problems have been viewed as those of the nation, by virtue 

of their number, diversity, penetration in all sectors of production and marketing 

contribution to employment and to the prosperity of the particular areas in 

which they operate. In concrete terms, small scale industries constitute a greater 

percentage of all registered companies in Nigeria, and they have been in 

existence for a quite long time. Majority of the small scale industries developed 

from cottage industries to small enterprises and from small scale, to medium 

and large scale enterprises. 



`SSAAR (JMSE); Journal of  December, 2021 

Management Science and Entrepreneurship  

25 | P a g e  

 

Editions 

Small scale business, small scale industries and small scale entrepreneurship are 

used interchangeably to man a small scale industry firm. In Nigeria and 

worldwide, there seems to be no specific definition of small business. Different 

authors, scholars, and schools have different ideas as to the differences in capital 

outlay, number of employees, sales turnover, fixed capital investment, available 

plant and machinery, market share and the level of development. These features 

equally vary from one country to the other. 

In Nigeria, the Third National Development plan defined a small scale business 

as a manufacturing establishment employing less than ten people, or whose 

investment in machinery and equipment does not exceed six hundred thousand 

naira. The Federal Government Small Scale Industry Development Plan of 1980 

defined a small scale business in Nigeria as any manufacturing process or 

service industry, with a capital not exceeding N150, 000 in manufacturing and 

equipment alone. The small scale industries association of Nigeria  defined 

small scale business as those having investment (i.e. capital, land, building, and 

equipment of up to N60,000 pre-SAP Value) and employing not more than fifty 

persons. The Federal Ministry of Industries defined it as those enterprises that 

cost not more than N500,000 (pre- SAP Value) including working capital to set 

up. 

The Centre for Management Development (CMD) view of small industry in the 

policy proposal submitted to the federal government in 1982, defined small 

scale industry as, “a manufacturing processing, or servicing industry involved 

in a factory of production type of operation, employing up to 50 full-time 

workers. Lastly, in the United States, the small business administration defines 

a small business as one that is independently owned and operated, and meets 

employment or sales standard developed by the agency. For most industries 

these standards are as follows. 

1. Manufacturing:- Number of employees range up to 1500, depending 

on the industry. 

2. Retailing:- Small, if annual sales or receipts are not over 2 million to 

7.5million dollars. 

3. Wholesaling:- Small, if yearly sales are not over 9.5 to 22 million 

dollars 

4. Services:- Annual receipts not exceeding 2 million to 8 million dollars. 

Thus in general, the specific characteristics/criteria used in describing 

small scale business are; 
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5. The number of people/persons employed. It is usually a small business, 

because small numbers of people are employed. 

6. Annual Business Turnover:- Because initial capital is low, then annual 

turnover will also be low. 

7. Local operations: - For most small firms, the area of operation is local. 

The employee lives in the community in which the business is located. 

8. The sales volume is minimal. 

9. Financial strength is relatively minimal. 

10. Managers are independent, and they are responsible only to 

themselves, or to the owners. 

11. The managers are also the owners. 

12. The owners of the business actually participate in all aspects of the 

management (i.e. the management of the enterprise is personalized) 

13. They have relatively small market when compared to their industries. 

14. The number of employees is relatively small, when compared to the 

biggest companies in a similar venture. 

15. The capital is mainly supplied by an individual or small group of 

individuals/persons or shareholders. 

16. They usually have one, but many have several shop locations all in the 

same city or metropolitan areas. This also shows the same trend as in 

Nigeria, although the exchange value makes the financial criteria to be 

different.  

 

There are many enterprises in Nigeria categorized as small business. Most of 

them are in the commercial sector and there is also a trend now towards the 

service industry hotels, restaurants, fast foods, etc. 

 

An Overview of Coronavirus (COVID-19) 

This section explicates on coronavirus or otherwise known as COVID-19 which 

started in Wuhan in China in the late 2019. The pandemic of COVID-19 has 

been affecting all spheres of human endeaviour in the recent time. As the 

coronavirus affects public health services at global level, it also does to global 

economies. The pandemic of COVID-19 is worrisome because it is inevitable 

in leading to the global economic recession. World Health Organization (2020) 

notes that, the victim of COVID-19 will surely experience respiratory illness 

and older people and more importantly, people with medical or health problems 



`SSAAR (JMSE); Journal of  December, 2021 

Management Science and Entrepreneurship  

27 | P a g e  

 

Editions 

such as diabetes, cancer respiratory disease among others are likely to be 

infected with COVID-19. It is reiterated that COVID-19 can spread easily 

through the nose or mucus discharge and droplets of saliva especially through 

sneezes and coughs (World Health Organization, 2020). Nonetheless, the most 

common symptoms of the disease are fever, dry cough and tiredness. The severe 

symptoms are chest pain, loss of speech and difficult breathing. Globally, many 

lives have been taken as a result of the prevalence of coronavirus. Hence, it is 

important to adhere to preventive measures especially by washing hands, using 

sanitizers etc. as directed by the health workers (World Health Organization, 

2020). Currently, there is no actual treatment and or vaccine to be taken by 

someone infected with the virus. Nonetheless, there are several efforts at the 

international level especially China, US, UK, Japan, Canada, Germany, France 

etc. pertaining to trail vaccines for treatment of COVID-19. 

Nonetheless, the foregoing explanation shows the trends of COVID-19 and it 

has economic implications in different countries. Reports given by UN analysts 

show that $80 trillion economy of the world will tremendously decline by $ 1 

trillion to $2 trillion. This scenario of the global level will surely affect the 

economy of Nigeria especially the cases of coronavirus in the country plus 

direct business contact of the country with China. At the international level, it 

has caused a lot of disruptions to social and economic activities of citizens. For 

instance, the United States of America has initially budgeted $350 billion as 

relief fund for sustaining small businesses in the country. However, recently, 

the country is seeking for additional amount of $250 billion in order to provide 

loans for the citizens to be able to cater for the economic sector (Odinaka & 

Josephine, 2020). With the global trend of COVID-19 which undoubtedly 

affects various facets of human endeavours, it therefore needs to be addressed 

especially by looking inwardly in exploring how to strengthen Small and 

Medium Enterprises (SMEs) in the country as literature advocates (Odinaka & 

Jesephine, 2020). 

 

Small and Medium Scale Enterprises Performance 

Indeed, there is no generally acceptable definition of SMEs and the definition 

or explanation depends on the context by which it is given. Hence, there is no 

perfect wall of defining SMEs in developing countries despite the fact that, it 

has been playing prime role on the overall economy (Gibson & Van der Vaart, 

2008). Notably, small and medium enterprises (SMEs) are the businesses 
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meant for provision of goods and services in the aspect of manufacturing, 

agriculture, shoe making, computer skill, tailoring and other service sectors 

(Fatai, 2011; Chile, 2016). The purpose of SMEs can be entrenched with 

specific emphasis on the investment and employment in order to reduce the rate 

of unemployment and poverty as literature contends (Kozetinac, Vukovic, & 

Kostic, 2010). Literature further acknowledges that business link, knowledge 

effectiveness, social context and innovation are important determinants for 

successful SMEs (Carrillo, Brachos, Kostopoulos, Soderquist, & Prastacos, 

2007). Hence, the study by Hayton (2003) contends that, human capital 

management is important for the success of SMEs especially in improving the 

entrepreneurial performance in the country. 

The government has been making tremendously effort in expanding the sector 

of economy through the enhancement of small and medium enterprises (SMEs). 

This assertion is regarded as a response to the advocate of the earlier studies 

such as Egena, Wombo, Theresa, & Bridget, (2014) that stress on institutional 

support for the improvement of SMEs in Nigeria. The government has initiated 

an Act relating with Small and Medium Enterprises Development Agency of 

Nigeria (SMEDAN) and the Act explicitly elaborated policy that will foster the 

growth of Micro, Small and Medium Enterprises MSMEs in the country (ILO, 

2017). It is specifically mentioned that, SMEDAN is expected to stimulate 

different programmes and facilitate support services that will accelerate 

economic development in the country with specific attention on the operations 

of SMEs. It should be reiterated that, Federal Ministry of Industry, Trade and 

Investment contends that, there is more than 37.07 million SMEs which provide 

employment opportunities and contribute to the sector of economy. This 

assertion is in line with position of previous studies such as Shrivastava (2016) 

which contend that government plays vital roles in the development of Micro, 

Small and Medium Enterprise (MSEMs). 

As a result of potential of employment opportunities derived from SMEs, the 

government specifically Central Bank of Nigeria (2010) injected the sum of two 

hundred billion in order to facilitate the improvement of the sector of the 

country‟s economy through the provision of loan schemes to the citizens for the 

acceleration of economic growth as literature buttressed that, the government 

and financial institutions have roles to play in this regard (Oni, 2012). 

Furthermore, literature also acknowledges the roles of SMEs to the community 

development (Anigbogu, Onwuteaka, Edoko, & Okoli, 2014). Despite the fact 
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that, the government has been giving immeasurable attention on the viability 

and sustainability of SMEs in the country, the sudden outbreak of coronavirus 

pandemic has cut-short the plans of government in fostering SMEs in the 

country despite the fact that, SMEs have been creating employment 

opportunities and playing significant role on poverty reduction (Pulka, Ramli, 

& Bakar, 2017). 

Although, there is an existing challenge relating to the funding of SMEs. 

Nevertheless, the government can still do more in various ways especially 

through an effective strategy in promoting different investments in areas such 

as: farming, fishing, well construction, masonry, productive trades, tailoring, 

and small businesses. Hence, in the recent, there has been negative hindrance 

or impact of coronavirus on SMEs in the country which subsequent sub-heading 

explains. 

 

Impact of Coronavirus-COVID-19- on Nigerian SMEs 

Indeed, SMEs immensely contribute to the overall economic development of 

Nigeria but it has not efficiently expanded and strengthened. Nonetheless, 

literature posits that that are different resources such as oil which significantly 

have impact on the economic policy formulation in Nigeria and the policy is 

expected to support the economic condition of the poor citizens in order to 

achieve sustainable economic growth in the country (Adedipe, 2004; Akinlo, 

2012). Notably, the Nigerian government has solely replied on the oil as the 

source of revenue and overwhelming studies have canvassed for the 

diversification of the economy (Okonkwo & Madueke, 2016). Nevertheless, 

COVID-19 has affected the decline in the oil price which is the prime source of 

revenue to the government. The outbreak of COVID-19 in Nigeria has virtually 

affected all facets of life such as: education, social activities, political, 

governance, and economic dealings. 

Most business transaction since the outbreak of COVID-19 recorded low sales 

whereby most SMEs reported decline in the source of income. However, prior 

to the outbreak of COVID-19, literature has shown a concern about the 

challenges of financing of SMEs towards its effective performance (Adebisi, 

Alaneme & Ofuani, 2015). 

More importantly, the economic experts have noted that, the impact of COVID-

19 pandemic has gone beyond what SMEs can cater for in Nigeria. Hence, the 

government is expected to provide support and assistance in form of palliative 
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measures to the citizens. At the global level, there has been advocacy for 

collective effort in addressing multifarious challenges emanating from COVID-

19. It has been interestingly asserted by the Director-General of International 

Labour Organization (ILO), Ryder (2020) that: Workers and businesses are 

facing catastrophe, in both developed and developing economies... We have to 

move fast, decisively, and together. The right, urgent measures could make the 

difference between survival and collapse. 

The above quotation is true because there is for measure that will serve as 

response to the contention of the director-General of International Labour 

Organization (ILO), Ryder (2020) who posits that, if there is no meaningful 

policy measures during this trying period, many workers are at high risk of 

falling into abject poverty. Prior to the current scenario of COVID-19 in 

Nigeria, the country‟s economy is still evolving and the evolvement has been 

affected by the COVID-19 which requires urgent measures to address it. 

According to the National President, Association of Small Business Owners of 

Nigeria (ASBON), coronavirus has created negative impact on the overall 

operations of SMEs in the country. It is due to this negative consequence that, 

there are a lot of cut downs in the production. It is observed that, many 

businesses especially Small and Medium Enterprises (SMEs) in Nigeria have 

collapsed as a result of negative effect of the COVID-19 pandemic. There is 

vulnerability with regard to the business transactions especially SMEs despite 

the fact that, priority has been given to protection of life and health conditions 

of the citizens. 

Furthermore, the government has been making tremendous effort in getting 

support for strengthening production at the manufacturing industries as a way 

of post-COVID-19 economy recovery strategy. For instance, it has been earlier 

mentioned that, manufacturers of pure water used to get supply of polyethylene 

meant for making sachet and bottle water because they used to import most of 

the materials from China which has stopped since outbreak of COVID-19. 

Businesses are shutting down as a result of the unavailability of raw materials 

for production. Currently, there is no ship from China to Nigeria and there are 

many containers at the seaports in China for shipping them to the country but 

unfortunately COVID-19 has caused more damage to the business transaction 

in the country (Odinaka & Josephine, 2020). 

More importantly, the production factories have actually stopped as a result of 

the prevalent coronavirus pandemic. In addition, as a result of lack of supply of 
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raw materials, small and medium businesses cannot triumph and consequently, 

there is no supply of goods in the market. This situation has two major 

consequences on the SMEs. First, there are closed down of most manufacturing 

industries. Second, the factories with available materials for production surely 

will increase the price of the product whereby inflation is ensured. This situation 

is worrisome and even becomes unbearable to most citizens because there is no 

sufficient money to cater for their basic needs. 

 

Lock down Effect on Productivity of SMEs 

Small companies tend to be vulnerable during an economic crisis, in part 

because they have fewer resources with which to adapt to a changing context. 

The ITC COVID-19 Business Impact Survey gathered evidence on how the 

pandemic affected 4,467 companies in 132 countries. 

Analysis of this data, collected from 21 April–2 June 2020, shows that the 

pandemic has strongly affected 55% of respondents. Two thirds of micro and 

small firms reported that the crisis strongly affected their business operations, 

compared with about 40% of large companies. One fifth of SMEs said they 

risked shutting down permanently within three months. In Africa, two out of 

three businesses said they had been strongly affected by COVID-19, mostly 

involving reduced sales (75%) and/or difficulty accessing inputs (54%). Service 

companies have been the hardest hit around the world. In accommodation and 

food services, for instance, 76% of surveyed firms said partial and full 

lockdowns strongly affected their business operations. 

Women led firms operate in many of the industry are most immediately affected 

by the crisis, such as accommodation and food as well as retail and wholesale. 

Even when the distribution of gender across sectors is taken into account, the 

differences persist, with 64% of women led firms declaring their business 

operations as strongly affected, compared with 52% of men-led companies. 

Youth led enterprises reported a high risk of closing. About 26% of youth led 

firms said they risked shutting down permanently within three months, 

compared to 18% for non-youth-led businesses. Many companies that are not 

registered with national authorities are small and have little cash on hand to 

finance them when operations are shut down. The ITC COVID19 Business 

Impact Survey found that informal enterprises are 25% more likely to say that 

the pandemic is pushing them towards bankruptcy. 
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Pandemic Effect on Growth of SMEs 

The current coronavirus pandemic has shaken the entire business world 

globally, and the food industry is no exception (Galanakis, 2020). Particularly, 

the small and medium enterprises appeared to face a lot of issues managing their 

business, revenues, and finances (Shahbaz, Bilal, Moiz, Zubair, & Iqbal, 2020). 

Since its spread in November last year, companies, including SMEs in the food 

sector, have been trying hard to manage their business and sustain this crisis to 

avoid closure. 

COVID-19 pandemic has made a significant impact on small businesses due to 

limited financial resources and scale of business (Carruthers, 2020), thus 

alarming a critical issue requiring guidance for the business community and 

entrepreneurs. Sadly, due to the recent of the pandemic, there exist limited 

empirical evidence to help guide entrepreneurs, particularly the ones owning 

SMEs. Notably, based on the existing literature, entrepreneurs with high self-

belief and resilience can significantly enhance performance prospects, 

particularly for business ventures (Duchek, 2018; Miao, Qian, & Ma, 2017) 

More specifically, entrepreneurs` psychological resourcefulness can be vital 

when faced with economic challenges (Huggins & Thompson, 2015). 

Moreover, past studies suggest that, alongside different factors, the application 

of innovative approaches and innovative work behavior can further help in 

boosting both, financial and non-financial performance prospects (Leong & 

Rasli, 2014; Millar, Culpin, Stoffers, Van der Heijden, & Notelaers, 2014; 

Stoffers & Van der Heijden, 2009). 

 

Social Distance Effect on Sales of SMEs 

The social distancing policy was implemented because due to health care crisis 

caused by COVID-19 (Farboodi, Jarosch, & Shimer, 2020). Prevention of 

COVID-19 transmission causes economic and health problems (Jones, 

Philippon, & Venkateswaran, 2020). It requires the government to take action 

as the policy might affect the economic condition. This policy‟s 

implementation is very important because the vaccine has not been found yet 

(Weill, Stigler, Deschenes, & Springborn, 2020). All implemented policies to 

prevent COVID-19 transmission throughout 2020 aim to reduce death rates, 

but they impact the economy. Concerning the economy, the implementation of 

social distancing has made SMEs‟ sales declined due to the prohibition of 

activities in public places. However, it is believed that SMEs can be successful 
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during a pandemic if they comply with health protocols (Saidu & Aifuwa, 

2020). Social distancing is practiced by changing behavior and reducing direct 

contact activities to reduce virus transmission (Reluga, 2010). Social distancing 

is an important element in preventing humans from the transmission of viruses. 

Further, social distancing is applied to carry out mitigation during a pandemic 

(Ahmed, Zviedrite, & Uzicanin, 2018). Mitigation measures through social 

distancing are one of the measures outside medical or non-pharmaceutical that 

can prevent transmission of the virus. COVID-19 has affected all aspects, but 

there is a greater concern about implementing social lockdowns or social 

distancing that affects SMEs (Thorgren & Williams, 2020). Moreover, SMEs 

greatly influence and become an important measure for the world economy. 

During the crisis, SMEs become very vulnerable, especially in terms of 

financial perspective (Doshi, Kumar, & Yerramilli, 2017; Saidu & Aifuwa, 

2020). In Indonesia, the government has tried to reduce the socio-economic 

impact of COVID-19 by restructuring SMEs‟loan policy, assistance for poor 

and vulnerable households, and tax and credit incentives for business (OECD, 

2020). 

 

Research Methodology 

The study was carried out in Odeda local government of Abeokuta, Ogun state, 

south-west, Nigeria. The research adopted primary data with the aid of a well-

structured questionnaire, an empirical study was carried out. The respondents 

were selected randomly using the simple and random sampling to accomplish 

the purpose of carrying out this study. This study focuses on Small and Medium 

Scale Enterprises (SMEs) which are not later than a year of business operation. 

The population is restricted to only Small and Scale Enterprises (SMEs) within 

this group of business. This population of this study comprises of 134 Small 

and Medium Scale Enterprises that was examined in Odeda Local Government 

Area, Abeokuta, Ogun state. For the purpose of this study, data collected was 

analyzed using descriptive statistic such as: mean, median, percentage, 

frequency tables etc and inferential statistic such as: regression and correlation. 

The SPSS which is the statistical package of social sciences version 25, linear 

regression (LR) was incorporated into the study to analyses and to determine if 

there exist a relationship and the extent of the relationship between startup 

enterprises growth and unemployment reduction among youth. 
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Presentation of Data 

A sample size of 104 was derived from small scale enterprises in Odea Local 

Government Area, Abeokuta, Ogun State which represents the total number of 

questionnaires and respondents. 

A total number of 104 structured questionnaires were distributed among the 

respondents, out of which ninety seven (97) were appropriately filled and 

returned. Given this, it implies that approximately 93.3% of the administered 

questionnaires were retrieved.  

 

Table 1  Analysis of Questionnaire 

Questionnaires Respondent Percentage (%) 

 Returned 97 93.3% 

 Not Returned 7 6.7% 

 Total Distributed 104 100 

Source: Field Survey, 2021   

 

Table 2: Frequency and percentage distribution of respondents by their 

demographic 

characteristics   n = 104 

characteristics   n = 104 

Variables Categories  Frequency Percentage % Mean 

Gender Male  54 55.7 1.4 

 Female  43 44.3  

 Total  97 100.00  

Age 21 – 30 years  37 38.1 2.0 

 31 – 40 years  33 34.0  

 41 – 50 years  17 17.5  

 51 years and 

above 

 10 10.3  

 Total  97 100.0  

Marital Status Single  36 37.1  

 Married  38 39.2 2.0 

 Divorce  14 14.4  

 Separated  9 9.3  

 Total  97 100.0  

Religion Christianity  54 55.7 1.4 

 Muslim  43 44.3  

 Total  97 100.0  
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Academic 

Qualification 

S.S.C.E  15 15.5  

 OND/NCE/BA  23 23.7 3.1 

 B.sc/HND  21 21.6  

 M.sc/BA  21 21.6  

 Ph.D  9 9.3  

   3 4  

 Other 8 8.2  

 Total 97 100.0  

Years of 

Experience 

0-3 years 23 23.7  

 4-6years 40 41.2 2.3 

 7-9years 14 14.4  

 10years and 

above 

20 20.6  

 Total 97 100.0  

Source: Field Survey, 2021    

Analysis of response rate by gender, explains that 54 (55.7%) were male while 

43 (44.3%) of the respondents were female. This implies that majority of the 

respondents were Male. 

 

Age 

Explains that, 37 (28.2%) were between 21 – 30 years of age, 33 (34.0%) were 

between 31 – 40 years of age, 17 (17.5%) were between 41 – 50 years, while 

10 (10.3%) were between 51 years and above. This implies that majority of the 

respondent‟s falls between the ages 21 – 30 years 

 

Marital Status 

Classifies the respondent by marital status, the table explains that, 36 (37.1%) 

of the respondents were single, 38 (39.2%) were married, 14 (14.4%) were 

divorce while 9 (9.3%) were separated. This implies that majority of the 

respondents were married 

 

Religion 

Revealed respondents by religions, from the findings, 54 (55.7%) of the total 

respondents were Christians, while 43 (44.3%) were Muslims. This implies that 

majority of the respondents were Christianity. 
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Academic Qualification 

Shows respondents according to their highest academic qualifications, where 

15 (15.5%) of the respondents had S.S.C.E, 23 (23.7%) had OND/NCE/BA, 

21 (21.6%) represented those that had B.sc/HND, 21 (21.6%), had M.Sc/BA, 

9 (9.3%) had Ph.D, while 8 (8.2%) had Others. This implies that majority of 

the respondent had OND/NCE/BA 

 

Years of Experience 

Revealed the respondents according to years of experience. The table shows 

that those within 0-3 years were 23 (23.7%), those that were within 4-6 years 

accounted for 40 (41.2%), those within the category of 7-9 years were 14 

(14.4%), respondents within 10years and above were 20 (20.6%) of the total 

respondents. From the data gathered, majority of the respondents were those 

who had spent 4-6years at the enterprise. 

 

Test of Hypotheses 

Regression analysis was used to test the effect between the independent and 

dependent variable of the formulated hypotheses 1, 2 and 3 

 

Table 3a Model Summary 

Ho1: There is no significant relationship between lockdown and productivity 

of SMEs  
 Model Summary  

Model R R 

Square 

Adjusted R 

Square 

Std. Error of 

the 

    Estimate 

1 .358a .128 .119 2.16380 

a. Predictors: (Constant), Lock down   

 

Table 3b: ANOVAa 

Model   Sum of 

Squares 

 df Mean 

Square 

 F  Sig.  

              

  Regression  65.288  1  65.288  13.944  .000b  

1  Residual  444.795  95  4.682      

  Total  510.082  96        
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a. Dependent Variable: Productivity of SMEs 

b. Predictors: (Constant), Lock down 

 

Table 3c: Coefficientsa 

Model    Unstandardized  Standardized t Sig. 

    Coefficients  Coefficients     

    B Std. Error Beta     

 (Constant)  4.228  .609   6.940 .000 

1 Situation With High .315  .084 .358 3.734 .000 

 Case   

a. Dependent Variable: Productivity of SMEs 

 

The result from the model summary table 3a- c revealed the extent to which the 

variance of productivity of SMEs can be explained by lock down. Looking at 

the result above, it shows a significant effect of lock down on productivity of 

SMEs at (R² = 0.128, Adjusted R² = 0.119, P = 0.000). These indicate that of 

the variation in productivity of SMEs, lock down accounted for (12.8%). Also, 

the F-values statistics of (13.944) shows that the overall equation is significant 

at (Significant level = 0.000; P ˂ 0.05). Therefore, the null hypothesis (Ho) 

which state that there is no significant relationship between lock down and 

productivity of SMEs is hereby rejected and accept the alternative. 

 

Discussion of Findings 

Hypothesis one stated that lock down has no significant relationship with 

productivity of SMEs. Following the analysis of the results on research 

hypothesis one, we therefore reject the null hypothesis (Ho) and accept the 

alternative hypothesis (Hı) which states that there is a significant relationship 

between lock down and productivity of SMEs. The result of this present study 

was in line with the study of ITC COVID 19 Business impact survey. The 

findings imply that business owners have been affected negatively by the advent 

of Covd-19 pandemic. Lock down have negative effects on SMEs performance, 

this include increase in prices of products and services, low demand of goods 

and services by customers, lay-off of workers as a result of the inability to pay 

their salaries, difficulty in accessing credit facilities and loans due to high 

interest rates by business owners. Small companies tend to be vulnerable during 

an economic crisis, in part because they have fewer resources with which to 
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adapt to a changing context. The ITC COVID-19 Business Impact Survey 

gathered evidence on how the pandemic affected 4,467 companies in 132 

countries. Analysis of this data, collected from 21 April–2 June 2020, shows 

that the pandemic has strongly affected 55% of respondents. Two thirds of 

micro and small firms reported that the crisis strongly affected their business 

operations, compared with about 40% of large companies. One fifth of SMEs 

said they risked shutting down permanently within three months. In Africa, two 

out of three businesses said they had been strongly affected by COVID-19, 

mostly involving reduced sales (75%) and/or difficulty accessing inputs (54%). 

 

Table 4a Model Summary 

Ho2: There is no significant impact between pandemic and growth of SMEs  
 Model Summary  

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .36

3a 

.132 .123 2.15870 

a. Predictors: (Constant), Pandemic 

 

Table 4b: ANOVAa 

Model  Sum of 

Squares 

 df Mean 

Square 

 F  Sig.  

              

  Regression  67.384 1  67.384  14.460  .000b  

1  Residual  442.699 95  4.660      

  Total  510.082 96        

a. Dependent Variable: Growth of SMEs 

b. Predictors: (Constant), Pandemic 

 

Table 4c: Coefficientsa 

Model   Unstandardized  Standardized t Sig. 

    Coefficients  Coefficients     

    B  Std. Error  Beta     

1  (Constant)  4.384  .562   7.803 .000 

 Partial Lockdown .353  .093 .363 3.803 .000 

   

a. Dependent Variable: Growth of SMEs 
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The result from the model summary table 4a-c revealed the extent to which the 

variance of growth of SMEs can be explained by Pandemic. Looking at the 

result above, it shows a significant impact of Pandemic on growth of SMEs at 

(R² = 0.132, Adjusted R² = 0.123, P = 0.000). These indicate that of the 

variation in growth of SMEs, Pandemic accounted for (13.2%). Also, the F-

values statistics of (14.460) shows that the overall equation is significant at 

(Significant level = 0.000; P ˂  0.05). Therefore, the null hypothesis (Ho) which 

state that there is no significant impact between Pandemic and growth of SMEs 

is hereby rejected and accept the alternative. 

 

Discussion of Findings 

Hypothesis two stated that Pandemic has no significant impact on growth of 

SMEs. Following the analysis of the results on research hypothesis two, we 

therefore reject the null hypothesis (Ho) and accept the alternative hypothesis 

(Hı) which states that there is a significant impact of Pandemic on growth of 

SMEs. The result of this present study was in line with the study of Carruthers 

(2020) findings revealed that pandemic has made a significant impact on small 

businesses due to limited financial resources and growth of SMEs, thus 

alarming a critical issue requiring guidance for the business community and 

entrepreneurs. Sadly, due to the recent of the pandemic, there exist limited 

empirical evidence to help guide entrepreneurs, particularly the ones owning 

SMEs. It also revealed that due to the guidelines, business owners lament that 

customers have been partially restricted in business patronage, as not many of 

them can come as the same time to purchase goods and services, which is part 

of guidelines of controlling the spread of covid-19 virus in Nigeria. 

 

Table 5a Model Summary 

Ho3: There is no significant relationship between social distance and sales of 

SMEs 

Model Summary 

Model  R   R 

Square 

Adjusted R 

Square 

Std. Error of 

the 

         Estimate 

1   .432a  .187  .178  2.08954 

a. Predictors: (Constant), Social distance 
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Table 5b: ANOVAa 

Model    Sum of 

Squares 

 df  Mean 

Square 

F Sig. 

 Regression  95.295   1 95.295 21.826 .000b 

1 Residual  414.787   95 4.366   

 Total  510.082   96    

a. Dependent Variable: Sales of SMEs 

b. Predictors: (Constant), Social distance 

 

Table 5c: Coefficientsa 

Model  Unstandardized 

Coefficients 

Standardized t Sig. 

    Coefficients   

  B Std. 

Error 

Beta   

1 (Constant) 3.797 .586  6.476 .000 

Total 

Lockdown 

.375 .080 .432 4.672 .000 

 

a. Dependent Variable: Sales of SMEs 

 

The result from the model summary table 5a- c revealed the extent to which the 

variance of sales of SMEs can be explained by social distance. Looking at the 

result above, it shows a significant relationship between social distance and 

sales of SMEs at (R² = 0.187, Adjusted R² = 0.178, P = 0.000). This indicates 

that of the variation in sales of SMEs, social distance accounted for (18.7%). 

Also, the F-values statistics of (21.826) shows that the overall equation is 

significant at (Significant level = 0.000; P ˂ 0.05). Therefore, the null 

hypothesis (Ho) which state that there is no significant relationship between 

social distance and sales of SMEs is hereby rejected and accept the alternative. 

 

Discussion of Findings 

Hypothesis three stated that social distance has no significant relationship with 

sales of SMEs. Following the analysis of the results on research hypothesis 

three, we therefore reject the null hypothesis (Ho) and accept the alternative 

hypothesis (Hı) which states that there is a significant relationship between 
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social distance and sales of SMEs. The result of this present study was in line 

with the study of Reluga (2010) showed that the enterprises experienced 

moderate reduction in production and sales during the Covid- 19 social distance. 

Concerning the economy, the implementation of social distancing has made 

SMEs‟ sales declined due to the prohibition of activities in public places. 

However, it is believed that SMEs can be successful during a pandemic if they 

comply with health protocols. Mitigation measures through social distancing 

are one of the measures outside medical or non-pharmaceutical that can prevent 

transmission of the virus. COVID-19 has affected all aspects, but there is a 

greater concern about implementing social lockdowns or social distancing that 

affects SMEs. Moreover, SMEs greatly influence and become an important 

measure for the world economy. During the crisis, SMEs become very 

vulnerable, especially in terms of financial perspective. 

 

Conclusion 

The COVID-19 has brought about many challenges to Nigeria‟s business 

sector and the economy. Concerning the economic impact, small and medium 

scale enterprises are feeling the biggest brunt of the pandemic as they are 

struggling to survive in the current market conditions. The restrictions of 

movements have forced many enterprises to either scale down operations or 

close altogether. Besides, the reduction of consumers spending power means 

that Nigerians can only spend on essential goods. Also, small and medium scale 

enterprises in Nigeria mainly rely on essentials raw material for production and 

this has led to a drastic reduction in production capacity as the pandemic has 

hampered economy at large. While there is a consensus that the government 

needs to do more to protect small and medium scale enterprises from the effects 

of the COVID-19, businesses also need to play their part to ensure their survival 

and performance. 

However, findings from the study reveals that all the three variables which 

represent COVID-19 (lock down, Pandemic and social distance) plays a 

significant role in small and medium scale enterprises performance of the entire 

system at large. 

 

Recommendation and conclusions 

The researcher has discussed the findings and conclusions extensively, hereby 

makes the following recommendations: 
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i. That the government should provide financial supports for the 

diversification of various aspects of small and medium scale enterprises 

such as: agriculture, manufacturing, beauty/cosmetics etc. in order to be 

responsive to the impact of COVID-19 in the country. 

ii. Alternative support of getting raw materials should be given to the 

expansion of small scale enterprises in order to create alternative sources 

of income to the business owner 

iii. The government should collaborate with the leaders and promoters of 

small scale enterprises in order to explore possible way of rendering the 

needed assistance for the maximization of production in small scale 

enterprises. 

iv. There is need for new strategy especially by providing financial support 

for existing business transaction and loans for new businesses in order to 

make most of small and medium scale enterprises survive after the 

plague of COVID-19. 

v. That the government at both state and federal levels should involve 

private sectors and investors in providing necessary support for an 

expansion of small scale enterprises in order to achieve economic 
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