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Abstract 
 This study evaluated the relationship between e-commerce and performance of 

SMEs, in Gombe State, Nigeria. Profitability and market share were used as 

measures of performance. The study adopted the cross-sectional survey in its 

investigation of the variables. Primary source of data was generated through self- 

administered questionnaire. The population of the study was the SMEs registered 

with SMEDAN. A total of 30,000 SMEs represent the sample frame. The sample 

size was obtained using the Krejcie and Morgan (1970) table for determining 

minimum returned sample size for a given population. For our population, the 

table placed our sample size at three hundred and eighty (380). The research 

instrument was validated through supervisor’s vetting and approval while the 

reliability of the instrument was achieved by the use of the Cronbach Alpha 

coefficient with all the items scoring above 0.70. Data generated were analyzed 

and presented using both descriptive and inferential statistical techniques. The 

hypotheses were tested using the Spearman’s Rank Order Correlation Statistics. 

Findings from the data analysis revealed that e-commerce positively and 

significantly related with performance of SMEs (profitability and market shares) 

in Gombe state. The result of the findings recommends that investments should be 

made in better infrastructural facilities and better strategies that will improve 

consumers' and businesses' technological literacy and ensure a favorable 

environment for the adoption of e-commerce because they will increase 

profitability over the long term. 
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Introduction 
The creation and advancement of data 

technology have changed the nature and 

dynamics of business while also 

enhancing daily life. Due to this, things 

that were formerly seen as impossibilities 

have now become feasible (Neamţu, 

Hapenciuc, & Bejinaru 2019). 

Additionally, technology has made 

formerly difficult and complex business 

processes simple and more effective. It 

has improved consumers' access to the 

goods and services being offered and 

further increased the visibility of 

businesses like never before (Esmaeilian, 

Sarkis, Lewis & Behdad 2020). The 

world has become a "global village" as a 

result of this growth, allowing trade to 

occur between parties that are 

geographically separated from one 

another. The term "e-commerce" refers to 

this specific aspect.  

Similarly, Nigeria has not been excluded 

from the expanding e-commerce trends as 

numerous businesses there have 

benefited from the development of 

information technology to increase their 

visibility and accessibility (Yeganeh 

2021). In a similar line, despite having 

limited resources, Nigerian SME's have 

been able to take advantage of e-

commerce to enhance business 

operations and increase consumer 

visibility (Pu, Qamruzzaman, Mehta, 

Naqvi & Karim 2021). This has led to the 

perception of e-commerce as a 

contemporary "industrial revolution." E-

commerce, commonly referred to as 

electronic commerce, is the practice of 

trading in products and services through 

the use of telecommunications and 

instruments based on 

telecommunications (Kwilinski, 

Volynets, Berdnik, Holovko & Berzin 

2019). 

According to Tan, Tyler, and Manica 

(2007), organizing a variety of business 

processes and technology for competitive 

advantage while employing 

telecommunication and relationship-

improvement networks, e-commerce is a 

cost-effective way to reach global clients 

(Katsikeas, Leonidou & Zeriti 2019). 

Although the idea of e-commerce was 

first established more than 40 years ago, 

academic interest in it is relatively new. 

E-commerce has a number of benefits 

over traditional businesses, including the 

ability to be evaluated whenever and 

anywhere in the world (Costa & Castro 

2021). 

According to Okeke, Ezeaghaego, and 

Oboreh (2016), e-commerce either 

directly or indirectly affects numerous 

facets of the global market. They claim 
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that by doing this, the restrictions on information accessibility have been lifted, 

ensuring that anyone with Internet access can access it from any location. Additionally, 

Dhir and Dhir (2018) contended that the emergence of e-commerce has provided 

merchants with new chances by lessening the significance of geography and 

expanding their ability to reach customers who are in need of their services. Major 

corporations today have benefited from e-commerce to increase their profitability and 

operational efficiency. Due to the incorporation of ecommerce into their business 

strategies, they have grown to be significant enterprises. As a result, they were able to 

increase their market share from domestic to international markets. 

Due to the expansion of several internet enterprises, Nigeria has also seen an increase 

in business e-commerce usage. Khan and Uwemi (2018) claim that the accelerated 

development of information technology in Nigeria has enhanced e-commerce activity. 

People all throughout the country may now shop from the comfort of their homes via 

email, internet ordering, messaging, and calling. Furthermore, Okeke et al. (2016) 

pointed out that e-commerce has given Small and Medium Scale Enterprises (SME) 

opportunity to enhance their business operations and experience quick growth. 

The adoption of e-commerce among SMEs is still modest, notwithstanding the 

evidence from these enterprises. This is important since, in accordance with Dhir and 

Dhir (2018), SMEs are essential to the growth of the economy and as such, possibilities 

like e-commerce that can foster their development and growth should be grasped upon. 

Therefore, the purpose of this study is to ascertain the connection between small 

business performance and e-commerce adoption. 

 

The following research questions would be addressed by the study: 

i. What is the relationship between e-commerce and profitability of SMEs in 

Gombe Metropolis?  

ii. What is the relationship between e-commerce and market share of SMEs in 

Gombe Metropolis? 

 

LITERATURE REVIEW 

Theoretical Framework 

As the twenty-first century progresses, the significance of the internet in electronic 

business has increased (White, 2019). Particularly MSMEs have profited from this 

progress to the point where they can now use E-commerce technology to overcome 

the majority of their obstacles, such as financial constraints, small size, technological 

and human resource limits, and restricted worldwide exposure (Chien, Ngo, Hsu, 

Chau, & Iram, 2021). There are a number of theoretical models that attempt to explain 

the trends in MSEs' adoption of E-commerce. 
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Theory of Reasoned Action 

This idea, which was first proposed in 1967, sought to explain how behavior and 

attitude interacted (Fishbein & Ajzen, 1975). It makes an effort to elucidate how 

attitudes, intentions, beliefs, and behavior are related. The theory of reasoned action 

(TRA) makes the assumption that people are rational and consistently use the 

knowledge at hand while also taking the effects of their choices into account before 

deciding whether or not to engage in a particular behavior. This idea states that 

behavior intention is the primary predictor of behavior adoption. For speculating on 

behavior, it comprises of social influences, attitudinal impacts, and intention variables. 

According to this hypothesis, a person's decision to engage in E-commerce, for 

example, is influenced by both his attitude toward the activities and the general 

perception of peers. This theory has drawbacks because it doesn't address the precise 

beliefs that predict a given behavior. It is widely used to assess consumer behavior, 

but because to the dynamic complexity of organizations and the multi-phase, multi-

objective, multi-departmental, and multi-person character of the decision-making 

process in them, there are questions about its applicability in an organizational setting. 

However, this logic does not necessarily apply to MSEs when a single person 

dominates the decision-making process (Ramsey, Ibbotson, & Mccole, 2008). 

 

Concept of SME Performance 

Performance as a concept is unquestionably the dependent variable that has received 

the most research attention, according to Tamunomiebi, Adim, and Adubasim (2018). 

In fact, it is the ultimate problem variable that piques the interest of most researchers 

who are interested in just about any area of management. 

The performance of SMEs has been evaluated in a variety of ways by various 

researchers using various proxies as factors. For instance, some academics employ 

qualitative methods to assess the success of SMEs, while others utilize quantitative 

variables to do so. There are problems with adopting a macro or micro perspective on 

SMEs' performance as well as monitoring it holistically or specifically. The European 

Commission (2016) views the macroeconomic performance of SMEs as a three-

dimensional result that includes: the total number of SMEs, the total number of 

employees, and the added value of SMEs. 

According to Didonet and Diaz-Villavicencio (2020), the performance of SMEs can 

be viewed at the micro level as the manner in which an organization or corporation 

achieves its financial and market-oriented goals. In a similar vein, Rashidirad and 

Salimian (2020) asserts that SMEs' performance refers to their capacity and ability to 

carry out their goals and objectives through the effective and efficient application of 

their various types of resources. According to Nasrallah and El Khoury (2022), SMEs' 

performance can be quantified in terms of effectiveness, financial results, volume of 
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production, and customer base. Seiler, Papanagnou and Scarf (2020) identified market 

share, profitability, productivity, dynamics of revenue, cost, and liquidity as the 

metrics to gauge SMEs' performance. Bilan, Mishchuk, Roshchyk and Joshi (2020) 

used a wide range of indicators to evaluate the performance of SMEs in their study, 

including: brand recognition, productivity, employee satisfaction, profits, sales, on-

time order delivery, adequate working capital, effectiveness in production operations, 

product quality, achievement of goals, clientele, ease of supervision, decrease in 

product cost, and product diversification. 

Rashidirad and Salimian (2020) focused on SMEs performance utilizing elements 

including leadership style, staff behavior, and goal achievement, whereas Wahjoed 

(2022) saw SMEs performance as customer satisfaction. This contrasts with Iqbal, 

Moleiro Martins, Nuno Mata, Naz, Akhtar and Abreu (2021) who saw SMEs 

performance as goal achievement. Exposito and Sanchis-Llopis (2018) views the 

performance indicators for SMEs in terms of organizational, marketing, and product 

and process innovation. 

 

Measures of Performance  

Profitability 

Profitability is the amount of money a business can make using the resources at its 

disposal. Most organizations aim to maximize their profits (Vătavu, Lobonț, Para and 

Pelin (2018). Profitability is the ability of a corporation, organization, or entity to 

generate income from all of its operations (Vătavu, Lobonț, Para and Pelin (2018). The 

entrepreneur typically receives a profit as compensation for his or her investment. In 

actuality, an entrepreneur's primary driving force behind starting a business is profit. 

Additionally, profit is employed as a performance indicator for businesses (Ogbadu, 

2009). Profit is the difference between sales income and total costs, which include 

labor costs, material costs, and so forth (Stierwald, 2010). The primary objective of a 

company enterprise is profitability, which can be stated as either accounting profits or 

economic profits (Anene, 2014). Profitability shows how well management uses the 

firm's resources to generate profits (Muya & Gathogo, 2016). As a result, businesses 

stand to benefit greatly from higher profitability (Niresh &Velnampy, 2014). 

Profitability is a crucial prerequisite for any company's long-term survival and success 

(Adubasim, Unaam, and Ejo-Orusa 2018). Investors are drawn to profitable businesses 

because they are more likely to last a long time (Farah & Nina, 2016). Many businesses 

want to raise their profitability, and they do so by investing endless hours in meetings 

to find ways to lower operational expenses and boost sales (Schreibfeder, 2006). 

HO1: There is no significant relationship between e-commerce adoption and 

profitability of SMEs in Gombe Metropolis  
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Market Share  

Market share is the percentage of sales that a company generates in a certain market 

during a specified period of time. Higher profits result from having a larger market 

share. An offensive or attack approach to raise the company's standing in the 

marketplace is to increase or develop market share (Sarkissian & Schill, 2010). A 

product's market share indicates how much buyers favor it over competing goods. A 

larger market share typically translates into better sales, less work to sell more, and a 

high barrier to entrance for rival businesses. A leader will benefit more than the others 

if the market grows if they have a larger market share.  

Likewise, a market leader, as measured by market share, must grow the market in order 

to sustain its position as a leader (Akcigit & Ates 2021). There are numerous 

techniques to grow market share; businesses typically combine several of them. 

Sometimes something as simple as raising advertising or changing prices can have a 

significant impact. This percentage can also be raised by grouping products and aiming 

them at particular demographics, as well as by producing related goods. Although this 

can be challenging, another tactic is to enhance the product or service itself, which can 

draw customers away from rivals. However, many businesses choose to grow 

alongside a market that is expanding rather than trying to outcompete their rivals 

(Sliden, 2014). 

Market share is a crucial metric for assessing a company's competitiveness in relation 

to its rivals. This statistic aids managers in assessing both primary and selective 

demand in their market, along with changes in sales revenue. It helps them to assess 

trends in consumers' preferences among rivals in addition to the overall market's 

growth or decrease. In general, primary demand-driven sales growth (total market 

growth) is less expensive and more profitable than sales growth attained through 

stealing market share from rivals. On the other hand, market share declines may 

indicate major long-term issues that call for tactical changes. Market share below a 

given threshold may make a company unviable. Similar to this, within a company's 

product range, market share movements for specific items are regarded as early 

warning signs of potential possibilities or issues in the future (Armstrong and Greene, 

2007). 

HO2: There is no significant relationship between e-commerce adoption and market 

share of SMEs in Gombe Metropolis 

 

Concept of E-commerce  

E-commerce Adoption 

E-commerce is the process of buying and selling or transferring information, products, 

and services over the internet and other paperless media, according to Rahayuab, 

Aslah, Azahari, Ahmad, and Kamarudin (2020). Any business or economic activity 
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that uses ICT-based applications to support transactions between businesses, business-

to-business (B2B), individuals, customers to customers (C2C), or business to 

customers is referred to as e-commerce by Kimana (2020). (B2C). Therefore, e-

commerce is the general term for the incorporation of various current and emerging 

technical applications in commercial operations. E-commerce technology grew 

rapidly when the internet and the web were commercialized in the late 1990s, and it 

hasn't slowed down since (Christensen, Amato, Yanco, Mataric, Choset, Drobnis, & 

Sukhatme, 2021). 

In many respects, e-commerce has changed business operations in various firms, and 

this trend is projected to continue in the future (Hussain, Shahzad, Hassan, & Doski, 

2021). Access to a larger market, enhanced operational effectiveness, the potential to 

connect with suppliers, better customer service, flexibility, and accessibility are just a 

few of these advantages (Luo, 2021). The advantages of e-commerce have been 

divided into tangible and intangible benefits in a different study by Achiando (2019), 

with the concrete advantages being greater sales, the acquisition of new customers, 

cross-selling, and access to new markets. Reduced marketing, distribution, and 

advertising expenses are further advantages. The cost of the supply chain is also 

lowered as a result of a quicker ordering procedure and less inventory. Administrative 

expenses for businesses are also reduced. 

While the intangible advantages of e-commerce include better marketing 

communication, elevated brand awareness, convenience in locating new partners, 

improved corporate image, improved product development process, quicker customer 

feedback, and enhanced marketing information effectiveness. Over the past few years, 

e-commerce has altered people's lifestyles, access to new fashion, and how businesses 

conduct their operations (Ingaldi, & Ulewicz, 2019). 

 

METHODOLOGY 

The generation of data for the study used the cross-sectional survey methodology. The 

expected number of SMEs in Gombe State is the study's target population. There are 

roughly 30,000, according to SMEDAN (30,000). The minimum returning sample size 

for a given population was calculated using the Krejcie and Morgan (1970) table. The 

chart indicated that our sample size for our population was three hundred and eighty 

(380). Purposive sampling, with a focus on owners and managers, will be the sampling 

technique used in this study. With the help of the SPSS Package version 23, descriptive 

statistics and Spearman's rank correlation were employed for data analysis and 

hypothesis testing. 

 

RESULTS AND DISCUSSIONS 

Bivariate Analysis  

The Spearman rank order correlation tool was used to analyze the primary data with a 

95 percent confidence level. The tests specifically address the null forms of hypotheses 
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Ho1 and Ho2, both of which were bivariate. To conduct the analysis, we used the 

Spearman Rank (rho) statistic. The probability of accepting the null hypothesis at 

(p>0.05) or rejecting the null hypothesis at (p0.05) is determined by the use of the 0.05 

significance level as the criterion. 

We will start out by outlining a proof of current connections. 

Figure 1: Scatter plot 

showing the relationship 

between e-commerce 

adoption and performance of 

SMEs 

The scatter plot graph shows at 

R2 linear value of (0.730) 

depicting a strong viable and 

positive relationship between 

the two constructs. The 

implication is that an adoption 

of e-commerce, 

simultaneously brings about 

an increase in the level of 

performance among SMEs. The scatter diagram has provided vivid evaluation of the 

closeness of the relationship among the pairs of variables through the nature of their 

concentration. 

 

Table 1: Correlation Matrix Showing Relationship between E-Commerce Adoption 

and Performance of SMEs 

 E-Commerce 

Adoption 

Profitability Market 

Share 

Spearman's 

rho 

E-Commerce 

Adoption  

Correlation 

Coefficient 

1.000 .798** .801** 

Sig. (2-tailed) . .000 .000 

N 343 343 343 

Profitability Correlation 

Coefficient 

.798** 1.000 .754** 

Sig. (2-tailed) .000 . .000 

N 343 343 343 

Market Share Correlation 

Coefficient 

.801** .754** 1.000 

Sig. (2-tailed) .000 .000 . 
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N 343 343 343 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source:  Research Data, 2022 (SPSS output, version 23.0) 

 

The table above illustrates the test for the two previously postulated bivariate 

hypothetical statements.  

 

HO1: There is no significant relationships between e-commerce adoption and 

profitability of SMEs in Gombe Metropolis 

 

The correlation coefficient (r) shows that there is a significant and positive relationship 

between e-commerce adoption and profitability. The rho value 0.798 indicates this 

relationship and it is significant at p 0.000<0.05.  The correlation coefficient represents 

a high correlation indicating a strong relationship. Therefore, based on empirical 

findings the null hypothesis earlier stated is hereby rejected and the alternate upheld. 

Thus, there is a significant relationship between e-commerce adoption and profitability 

of SMEs in Gombe Metropolis. 

 

HO2: There is no significant relationships between e-commerce adoption and market 

share of SMEs in Gombe Metropolis. 

 

The correlation coefficient (r) shows that there is a significant and positive relationship 

between e-commerce adoption and market share. The rho value 0.801 indicates this 

relationship and it is significant at p 0.000<0.05.  The correlation coefficient represents 

a high correlation indicating a strong relationship. Therefore, based on empirical 

findings the null hypothesis earlier stated is hereby rejected and the alternate upheld. 

Thus, there is a significant relationship between e-commerce adoption and market 

share of SMEs in Gombe Metropolis. 

 

Discussion of Findings 

The findings revealed a strong and positive significant relationship between e-

commerce adoption and SME performance using the Spearman’s rank order 

correlation tool and at a 95% confidence interval. The findings of this study confirmed 

that e-commerce adoption has a significant positive relationship with profitability and 

market share. This finding is supports by the views of Okeke, Oboreh & Ezeaghaego 

(2016) who found that business-to-customer (B2C) exerts significant effect on the 

performance of small scale enterprises. It also revealed that E-commerce adoption has 

significant effect on growth of small scale enterprises. It was recommended that small 
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scale enterprises yet to adopt ecommerce technology should do so to remain 

competitive in their industries. 

Similarly, Akanbi & Akintunde (2018), concluded that e-commerce has potentials to 

improve the performance of SMEs operators and bring about expansion in business 

outlook if factors limiting the adoption of e-commerce like security issues, under 

developed infrastructures, poor delivery logistics and poor courier systems, 

infrastructure facilities, incompatibility of business with e-commerce etc., were 

eliminated.  

Likewise, Kareem, Owomoyela, & Oyebamiji (2014), posits that e-commerce 

adoption has significant impact on service operations, cost operation reductions and 

profit levels. It was concluded that adoption of e-commerce by Nigerian supermarkets 

will reduce transaction cost, improve service operations, expand business base, better 

understand the needs of foreign customers, and increase profit levels.  

Furthermore, Kabuba (2014), revealed that some of the challenges affecting online 

businesses but to a moderate extent are: potential customers reluctance to shop online 

due to desire to touch/interact with the product prior to making a purchase, lack of 

personal contact with customers which might be beneficial to business, e-commerce 

software incompatibility with existing infrastructure, customer distrust regarding 

privacy of personal data and finally, customers general lack of trust for online 

businesses.. 

In the same vain, Mutia, Ahmad, Aziz & Mohamad (2014), found that there is a 

correlation between organization performance with E-commerce business network, 

and E-commerce competency. The research contributed to both academic research and 

management practice as it provide comprehensive impact of how e-commerce 

adoption influence organizational performance at least in the case of Tourism industry 

in a small developing economy like Malaysia. 

 

CONCLUSION AND RECOMMENDATIONS 

Most SMEs are seeking for ways to stay resilient in the face of an ever-changing 

environment due to the expanding globalization and the necessity to accomplish 

corporate objectives. The advantages of adopting e-commerce outweigh the costs of 

investing since the emergence of e-commerce presents SMEs with significant 

opportunity to grow their client bases, access new product markets, and streamline 

their businesses. As a result, whether the investment expenses are large or low, SMEs 

who invest in e-commerce may continue to develop. 

The study reveals that electronic commerce adoption had a strong association with the 

performance (profitability and market share) of Small and Medium Enterprises in 

Gombe State, demonstrating how important it was in reaching optimal performance in 

these SMEs. 
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The study makes the following recommendations: 

i. Investments should be made in better infrastructural facilities and better 

strategies that will improve consumers' and businesses' technological literacy 

and ensure a favorable environment for the adoption of e-commerce because 

they will increase profitability over the long term. 

ii. To increase their market share even further, SMEs' owners, operators, and 

employees should pursue more effective information technology (IT) training. 

This might be made possible by investing in high-quality IT equipment that 

will increase productivity and client loyalty. 
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