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Abstract

As global markets have increasingly digitized, SMEs must adopt digital technologies to remain
competitive. Nevertheless, there is a lack of comprehensive understanding regarding the extent
to which SMEs have embraced digital technology in order to support and promote sustainability
objectives. Hence, the primary objective of this study is to present an in-depth review of the
digitization of SMEs in relation to sustainability, employing the literature review approach. The
study highlights strategies for successful Digital Transformation (DT), emphasizing the need for
government support, collaborative ecosystems, incremental implementation, and customer-
centric approaches. Through a literature review, this research underscores the critical role of
DT in enhancing the competitiveness of SMEs, offering insights and recommendations for
policymakers, business leaders, and stakeholders in Kano State and similar contexts.

Keywords: Digital Transformation, Competitiveness, Small and Medium-sized Enterprises
(SMEs), Kano State, Nigeria

1.0 Introduction countries. Formal SMEs contribute up to
Globally Small and Medium Enterprises 40% of national income (GDP) in emerging
(SMEs) play a major role in most economies Amin (2023). Despite the lack of
economies, and they serve as the economic data at the continental level, it is widely
engine for growth and development. SMEs accepted that SMEs in Africa control the
account for the majority of businesses majority of the means of production. In
worldwide and are important contributors to Ghana, for instance, SMEs account for 92%
job creation and global economic of all firms and generate approximately 70%
development. They represent about 90% of of GDP (Bilali, 2022). When it comes to
businesses and more than 50% of driving economic expansion, SMEs are
employment worldwide (World Bank, 2023; universally regarded as indispensable. They
Mugano 2024 & Raihan, 2024). According provide important contributions to GDP and
to estimates, SMEs make up 98 percent of economic growth via the employment they
businesses and employ 66 percent of the create and the products and services they
workforce in South and Southeast Asia. In supply to other economic players including
addition, SMEs are the backbone of the Large  Enterprises  (LEs), non-profit
Latin America and Caribbean (LAC) organizations, and the public companies
economy, providing jobs for 67 percent of (Umar, 2020).

the population. Particularly in developing
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Small and Medium Enterprises (SMEs) are
generally considered as the engine of
economic growth as a result of their
immense contribution towards employment
generation, poverty reduction, export
earnings and gross domestic product
(Suleiman, Aliyu & Bello, 2021). In Nigeria,
they constitute a vital sector in its economy,
contributing significantly to employment
generation, innovation, and economic
growth (Adeleke, 2020). In recent years,
digital transformation has emerged as a
potential  solution to enhance the
competitiveness of SMEs by enabling them
to streamline operations, reach new markets,
and improve customer  engagement
(UNCTAD, 2021). In developed economies,
SMEs that have embraced digital
technologies have  shown  enhanced
productivity, innovation capabilities, and
market competitiveness (European
Commission, 2020). Digital transformation
involves the integration of digital
technologies into all aspects of business
operations, fundamentally changing how
businesses operate and deliver value to
customers (Westerman et al., 2011).

From the foregoing discussion there are
unquestionably many benefits to SMEs from
Digital Transformation, but these benefits
are accompanied with obstacles, such as
SME operators' technological competency
(Karyati, 2019). According to Abdullahi et
al. (2016), Bello and Sagagi (2017) there are
several challenges affecting the performance
of SMEs in Nigeria, including poor
governance, financial constraints,
infrastructural ~ problems,  management
issues, marketing difficulties, technological
challenges, corruption, lack of skilled
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labour, unfavourable government fiscal
policies and  policy inconsistencies,
inadequate training, socio-cultural issues,
strategic  planning problems, multiple
taxation, and location and business
environment issues. In a more recent study
by Jahan (2024) emphasised that lack of
government support, collaborative
ecosystems, incremental implementation,
and customer-centric approaches were the
main issues bedevilling SMEs to adopt
digital transformation process.

Similar issues and challenges that limit their
competitiveness, includes: limited access to
capital,  infrastructure  deficits, and
inadequate technological capabilities
(0jo,2019). Additionally, the adoption of
digital technologies among SMEs in
developing countries like Nigeria remains
uneven due to various barriers, such as lack
of digital skills, concerns about data
security, and high costs of technology
acquisition (Shahada 2023). This paper
reviewed some literatures in the related area.
Raihan (2024) suggested that the literature
review approach is widely regarded as a
reliable and  robust approach by
comprehensively examining existing
literature, these reviews provide an overview
of the current knowledge and facilitate the
identification of crucial issues that need to
be addressed, as well as potential areas for
future research.

2.0 Conceptual Framework
2.1 Concept of Small
Entreprises

The term "small and medium enterprises”
(SMEs) is a synonym for "small and
medium-sized enterprises” Al Qudah etal.,

and Medium



2024). Though, there is no universally
standardized definition of the term. The
most common  classifications of an
enterprise as an SME are based on a
financial measure and/or the number of
personnel (Costa et al., 2023). In the USA, a
“small enterprise” in the ‘“Agriculture,
Forestry, Fishing, and Hunting” sector is
based on annual income for all subsectors
except for the logging subsector. In the
logging subsector, a “small enterprise” is an
enterprise with less than 500 employees. For
the “small enterprises” defined by the annual
income in this sector, the limit value varies
from 1 million to 30 million dollars,
depending on their subsectors (Kumar
2024). Brazil and Chile, South American
countries. In Brazil, SMEs must have from
20 to 249 permanent employees. However,
there is also another definition of SMEs
based on the annual income criterion
according to the Statute of Micro and Small
Enterprises in Brazil. In this case, SMEs
have an annual income from 360,000 BRL
(Brazilian currency) up to 3,600,000 BRL,
except for SMEs in the banking sector that
follow a different definition (OECD Brazil
2022).

In Nigeria various institutions have defined
SMEs in their own way, based on the policy
aims or goals of the entities. Many
organizations,  including the  CBN,
NERFUND, and SMEDAN, and sectors of
the economy, for example, have different
definitions of SMEs. This apparent lack of
consistency has caused huge obstacles to
policymaking and academic study in this
area. For the purposes of this study, SMEs
are defined as firms functioning in any
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sector of the economy with total assets
above five million naira but not exceeding
five hundred million naira, with a minimum
workforce of ten and a maximum workforce
of ninety-nine individuals. This definition
was adopted from Nigeria's National Policy
on Micro, Small, and Medium Enterprises
(MSMEs) (SMEDAN, 2006; SMEDAN and
NBS, 2013 as cited in Okijie, S. R., and
Effiong (2024).

2.2 Digital Transformation (DT)

The terms  “digital  transformation,”
“digitalization,” and “digitization” have no
broadly accepted definition, but they may be
synonymous in many cases (Queiroz et al.,
2022). However, Costa et al., (2023) states
that Digitalization refers to a process where
enterprises apply digital technologies in a
new way to optimize existing business
processes. This enables more efficient
coordination among processes. It may add
value once it enhances users' experience
(Verhoef etal., 2021). Digitalization is a
process to enhance competitive advantages,
for example, by offering new services
through virtual channels or enabling new
systems for operations management (Reis
etal., 2020). Chavez (2022) defined DT as
the use of new digital technologies that
influences all aspects of customers' lives and
enables major business improvements.
While Lemke and Lusch (2015) states that
the term digital covers gathering, storing,
processing, providing and using information
electronically with the help of information
technology (IT). Through ever lower costs
and the increasing pervasion of IT nowadays
large information volumes can be shared
worldwide at minimum costs.



From another dimension some scholars
reveal that Digital transformation and
innovation are closely related concepts that
often go hand in hand (Appio, 2021). They
are intertwined as organizations leverage
innovation to  drive their  digital
transformation initiatives, while digital
transformation provides the platform and
opportunities for innovation to thrive. They
are interconnected and mutually reinforcing,
enabling organizations to stay competitive
and meet the demands of a digital world.
According to Claudia and Mihaela (2021)
digital ~ transformation  involves  the
application of digital technologies with the
aim of a change of key business operations,
products, Processes, organizational
structures and management concepts. The
authors describe manifold benefits like
increased sales and productivity as well as
innovations in value creation and customer
interaction. In addition, Matt (2015)
describes digital transformation as a change
of an enterprise with the aim to provide new
or enhanced products, services or both to the
customer. However, in this paper, digital
transformation is defined as a fundamental
change process in enterprises initiated by
new competitive advantages through the
evolution of IT into an essential part of the
value creation.

3.1 Competitiveness in  Small and
Medium Enterprises

Competitiveness is nowadays a frequently
used term that can be analysed at different
levels at the enterprise level or at the level of
whole country (Horvathova and Mokrisova
(2020). However, Edgar etal., (2024)
indicate that the concepts of competitiveness
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and competitive strategy make sense when
applied to  businesses. The  term
"competitiveness” is used to describe a
company's odds of succeeding against rivals
in a certain market or industry (Bilali, 2022).
Szerb and Terjesen (2020) considers
competitiveness as a function of dynamic
progressiveness, innovation, and an ability
to change and improve. Viewing
competitiveness on a firm level, Falciola
etal., (2020) expressed that some definitions
refer to the lower cost production principle.
In contrast, Porter etal (1980) considers
competitiveness as a function of dynamic
progressiveness, innovation, and an ability
to change and improve. While Porter and
Krugman are frequently in opposing
positions, they agree that the core principle
of competitiveness is efficiency (Bagchi etal
2024). Similar view is shared by Francis
(2023) that at the firm level Competitiveness
measures how well a business sells a certain
product in a specific market. It is the ability
of a country's companies to compete
successfully in both international and local
markets by providing services and products,
which are superior to those of their
competitors in terms of quality and
functionality, as well as being offered at
competitive prices and delivered on time
(Sudirjo 2023).

When discussing a company's long-term
competitiveness, Ghag etal,, (2023)
emphasize that the term "dynamic
competitiveness” is often used to describe
how well the organization responds to
transitions in demand, resource availability,
technical advancement, and techniques of
competing SMEs Modifications to (a)



production  efficiency, (b)  creative
capabilities, and (c) product differentiation,
including product and process innovation,
and the development of entirely new
markets for both existing and novel
products, could be of assistance. According
to Horvathova and Mokrisova (2020) define
competitiveness similarly as the ability of
companies, industries, regions, nations and
transnational entities to generate relatively
high levels of income from factors of
production but also to use them at a
sustainable level in the current competitive
environment.

Lastly, Daneji and Bayero (2014) states that
competitive performance of a firm is based
on the available factors operating at various
levels, to which Waheed and Zhang (2022)
shows that it includes (a) resources
(technology, physical capital, skills, people,
etc.); market power (customer loyalty and
branding); (c) capability to respond to
potential  competitors  including  the
substitutes for services and products; and (d)
flexibility and capacity to respond to the
transforming circumstances.
3.2 between
and

Relationship
Transformation
Competitiveness
Finally, based on the observation of 438
Italian SMEs, Denicolai et al. (2021) found
that DT  positively influences the
international  performance of SMEs.
However, although DT and environmental
sustainability are positively related (Costa et
al., 2023). Another study by AlMujaini
(2021) suggests that SME owners and
managers should allocate more importance

Digital
SMEs
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to innovation and DT for achieving higher
levels of organizational performance. Lastly,
another study demonstrated that the
availability of digital technologies is not
sufficient for improving SME performance.
It is also necessary to develop digital
technology and relational and innovative
capabilities (Troise 2022).

On the other Hand, the extant literature
demonstrates how SMEs in Brazil are not
mature enough regarding innovation. One of
the studies indicates that only 3.65% of
SMEs are occasional innovators (Berne
2019). Another study demonstrates that
SMEs have no systematic innovation
processes (Vasconcelos 2018). six factors
were discussed in the metanalysis research
by as possibly affecting the adoption of
innovation and Digital Transformation
(Francisco and Marinho 2022). They were
the age of the SMEs’ leaders, the age of the
SMEs, the gender of the SMEs’ leaders, the
nature of the SMEs (family business or not),
geographical position, and the size of the
SMEs. Except for the last two, the other four
seemed to affect in the following way: older
leaders, older SMEs, SMEs led by women,
and family SMEs tend to be more resistant
to adopting Digitalisation and
systematization of innovation.

Mukhtar et al. (2020) showed how IT affects

SMEs' sales performance. Others like
Mekhum (2020) explored how supply chain
cultural  competence and technology

adoption affect Thai SMEs' performance.
Both aspects affect performance, but supply
chain cultural capabilities are vital to
technological adoption, according to the



study (Raihan 2024). Dutta et al. (2020)
examined how Indian manufacturing SMEs
use digital technologies for their functional
domains. The survey found that Indian
SMEs prioritize industrialization and
stressed the need for real-time machine data
and performance-based system design and
improvement. As reported by Trstenjak et al.
(2020), SMEs' company size has a
significant impact during development when

using digital technology like cloud
computing aided by  fundamental
infrastructure  and complex  planning

methods to outperform traditional firms.
However, a contrary study was conducted
by Apriani et al., (2024) and according to
the study's findings, consumers' intentions to
make online purchases are not significantly
impacted by perceived usefulness, perceived
ease of use, or perceived risk. On the other
hand, buying online intentions are
significantly  influenced by perceived
enjoyment and trust. These results imply
that in developing e-commerce platforms
and marketing strategies, there should be a
focus on fostering consumer trust, delivering
enjoyable experiences, and ensuring ease of
use and perceived benefits for users.
Similarly, Oktora et al., (2022) did a survey
in Indonesia, the survey results also showed
that the food and beverage industry was the
main emphasis for SMEs using e-commerce,
while a significant percentage of business
owners have chosen not to engage in e-
commerce activities for a variety of reasons,
including a preference for offline sales, a
lack of interest in online selling, a lack of
knowledge or skills, and other factors
(Oktora et al., 2022).
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In Nigeria Khairuddin and Olowosuyi
(2020) did a study to determine digital
adoption of the Nigerian small and medium
enterprises (SMEs) and its relationship with
business performance in Lagos State.
Results from the regression analysis
conducted showed that digital adoption
significantly and positively  predicted
business performance. Similarly, Kateri
(2021) corroborated the view that social
media adoption greatly impacts on SMEs
performance.

4.0 Conclusion

In conclusion, digital transformation holds
immense  potential to enhance the
competitiveness of SMEs in Kano State,
Nigeria. By effectively addressing the
barriers to digital adoption and leveraging
digital technologies, SMEs can improve
their  operational efficiency, customer
engagement, and overall market
competitiveness. However, achieving these
benefits requires a coordinated effort from
all stakeholders to create an enabling
environment conducive to digital innovation
and growth.

5.0 Limitations and future research

The study has several limitations that
suggest future research. Since this paper is a
literature based it is recommended that
empirical research should be done in order
to establish the relationship between Digital
Transformation and SMEs Competitiveness
in Kano State, Nigeria. Similarly future
research could use longitudinal data, if
available, to fully understand the dynamic
nature of these relationships.
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