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ABSTRACT

This study investigated the influence of the E cternal Business Environment on the performance of Small
and Medium Enterprises (SMEs) in Abuja, Ni reria; with a particular focus on Customer Satisfaction as a
proxy for SME performance. Using a survey research design, a mixed-method approach was employed; -
combining quantitative data from guestionna res and inferential analyses with qualitative insights from a
S-point Likert scale instrument. The study’s amework includes four dimensions of the External Business.
Environment: Economic, Saciccultural, Techi ological, and Political factors. The sample of the study was
357 owners/managers of SMEs, Using regres 'ion analyses, the study findings reveal a significant positive
effect of the external business environment on SME performance; with economic, saciocultural, and
technological external business factors posi ‘vely affecting customer safisfaction. However, the political
envifonment exhibits an insignificant effect, ir dicating its limited influence on SME performance. The study
eoncludes that of the dimensions of the exteinal business environment lested, the economic enviropment
has the leading effect on the performance (me isured with customer satisfaction) of SMES in Abuja, Nigeria,
Joliowed by the technological environment & «d socioculiural environment. It s, therefore, recommended
that economic, sociocultural and technologic 2l ‘external business environments should be prioritised aver
the political environment of SMEs in Abuja. dfier all, they are not significantly impacted by the political
gnvironment. . \ P

Key Words: Extemal Business Ervironm :nt, Economic Environment, Sociocultural Environment,
Technological Environment, Political Enviro 1ment, Customer Satisfaction

INTRODUCTION y
The changing nature of the b sines: environment, which includes factors like global
competitiveness, information technolog:, a revolution in quality services, and corporate social
responsibility, force managets to recansi ler and reconfigure how they handle various operational
duties. This paradigm shift has led to the emergence of new businesses that are more responsive
to their external environment (Fauzi ef ¢ [, 2020). According to Liman et al. (2021), the concept
of an enterprise external environment v as initially understood by open systems theorists, who
noted that organisations finction in ¢o1 stant 2nd inescapable contact with the big system that
surrounds and containg them. The syst:m known as the external environment is made up of
elements such as legal, political, econo ic, sociocultural, infrastructural, demographic, religious
and technological as well as security asp scts that have an impact on business enterprises from the
gutside and are out of the enterprises’ ¢ mtrol. In addition, Guillen et al. (2019) averred that the
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political and legal environment are alsc important dimensions of the external business -
environment. '

Any business must update its systems in orc 2r to survive and grow in the market during a period
of shifting economic times and systems, */hich are powered by numerous variables, During
dwindling economic times in a country li ce Nigeria, PricewaterhouseCoopers (PwC) (2020)
averred that many firms have failed over the past few years, while others have chosen to sell their
shares or enterprises as a whole to prevent { irther loss. As a result, it is crucial for enterprises to
research the business environments in w.ich they operate because these elements tend to
collectively have an impact on performance and determine whether.a system will succeed or fail.

Small and medium enterprises (SMEs) in N geria have not fared admirably well since they have
not adequately conttibuted to the expectec substantial role in the country’s economic ‘growth
{Taiwo & Falohun, 2016). Hence, it is insu ficient for SMEs to influence apprentice training in
the current economic climate, especially af er the COVID-19 pandermic, to hasten employment
and growth (Bularafa & Adamu, 2021). Als», the sociocultural environment in which busincsses
operate in the nation is unstable because con ;umers strongly favour imported items and the nation
imports more goods than it exports (Muktir ef al, 2015). Due to the socio-cultural aspects of
SMEs’ underperformance, these costs may _iave a negative effect on business development. Yet,
Ogunmuyiwa (2022) asserts that serious tec inological issues faced by SMEs are what cause poor )
pertain. Also, Guillen et al. (2019) averred that, due to ignorance, the majority of SME owner-
managers do not take cognisance of the polit cal and legal framework of the country, which causes
them to fail,

While it may seem glaring that the external business environment affects business performance,
divergent opinions exist regarding which ca egory of elements best affects a firm’s performance.
According to several academics (Oyedijo & Samuel, 2018; Nwekpa & Evans, 2015), economic
factors are better positioned to have an impact on the performance of SMEs. Some researchers,
like Ogunmuyiwa (2022), Chen and Cher 3 (2021), and Abdullahi et al, (2015), belisve that
technological factors are more effective at p1 2dicting the parfonﬁance of SMEs. Fauzi et al. (2020)
and Collier (2017) beligve that sociocultura factors are the most important, Guillen et al, (2019) .
believe that political and legal are the most i nportant. Meanwhile, some other researchers (Olowe .
& Osabuohien, 2020; Kim & Kim, 2019; Oyedijo & Samuel, 20 18) believe that the external
business environment does not significantly affect SMEs’ performance.

In this vein, despite the fact that studies or the external business environment factor have been
conducted, more emphasis needs to be placed on carrying out ongoing research on the external
business environment and how it can affec SMEs' performance. To the best of the researchers’
knowledge, only a small number of stuclies have been done on the effecis of economic, -
sociocultural, technological, and political actors.on the performance of SMEs in the Federal
Capital Territory (FCT) of Nigeria. By e perimentally examining the effects of the external
business environmert (economic, socio-culiaral, technological, and political) on the performance
of SMEs in FCT, this study intends to add t the body of current work.
o .

The study’s primary objective is to investig ite the effect of the external business environment on
the performance of SMEs in the Federal Ca rital Territory of Nigeria. Other specific objectives of
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i
the study are to examine the effect of econimic, sociocultural, technological, and political

environments on the performance of SMEs in *CT. In line with the aforementioned objectives,
 the study hypothesised as follows:
Hp: Economic environment has no significe nt effect on the performance of SMEs in Federal
® Capital Territory, Abuja, Nigeria. ) -

oz Sociocultural environment has no signif cant effect on the performance of SMEs in Federal
Capital Territory, Abuja, Nigeria.

Hes: Technological environment has no sig nificant effect on the performance of SMEs in
Federal Capital Tertitory, Abuja, Nigeri v

Hoe:  Political environment has no significa t effect on the performance of SMEs in Federal
Capital Territory, Abuja, Nigeria. -

LITERATURE REVIEW -

Conceptual Framework '

External Business Environment

The term “external environment” refers to vari ibles and circumstances outside of the control of a
business that has an impact on its performance and aperations (Worthington & Britton, 2016).
These factors include those that are economic, : ocial, technological, political, as well as legal (Hill
& Jones, 2017). According to Shao and Xie (2021), effective strategic planning and business
decision-making depend on having a solid unc srstanding of the external environment.

1 1
O’Sullivan et al. (2018), opined that certain i ternal and extemnal influences affect businesses all
over the world. These elements are taken for zranted, and businesses are expected to operate in
accordance with a specific set of environme atal conditions. The majority of these issues are
outside the control of business enterprises and are uncontrollable. Yet, their capacity and aptitude
to successfully adapt to environmental ch:nges present in a business’s surrounds heavily
influences their advancement, success, and su vival (Maitrayee, 2021).

 According to Anderson et al. (2019), the busi 1ess environment is a “collection of organisational
inputs that are influenced by the interactio s of many groups, such as the economy, other
organisations, or interest groups.” These i1puts include economic conditions, government
regulations, social and cultural trends, technc logical advancements, and competitive forces. The
environment is shaped by various interest grc ups such as customess, suppliers, competitors, and
stakeholders, who interact with the organisati on and influence its performance. The economy, in
particular, plays a crucial role in shaping the business environment, as it determines the level of
demand for goods and services, availability o " resources, and market conditions. A busifiess must
carefully analyse the environment and adapt t changing conditions in order to remein competitive
and sustainable, ' '

Tn a nutshell, the business environment is the sulmination of all the external and internal elements
outside of the company’s control that have 41 impact on it in various ways. In other words, it is
made up of two macro-level layers: the gene -al environment and the industry environment. This
study focused on the external business envirc nment because the external environment is dynamic
and constantly changing (Maitrayee, 2021). drganisations need to monitor and adapt to changes
in the external environment to remain ¢ompetitive and successful, whereas the internal
environment can be more easily controlled a «d managed by the organisation itself.
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Economic Environment

The economic business environment refers t the conditions and factors that affect the operations,
performance, and sustainability of business2s in a particular market or industry. According to
O’Sullivan et al. (2018), the economic busir ess environment consisis of external factors such as
market conditions, competition, and govenument policies, as well as internal factors such as
organisational culture, structure, and operatic ns. Small and medium enterprises (SMEs) must take
into account the economic business environr ient when making strategic decisions, as it can have
a significant impact on their operations and | srformance.

The external factors that make up the ecor omic business environment include interest rates,
market conditions, exchange rates, unemployment rates, and government policies, Market
conditions refer to the supply and demand dy 1amics of a particular market or industry. According
to Kanso (2017), businesses must be aware « f market conditions such as the size of the market,
the level of demand, and the buying habits of consumers when making decisions such as pricing,
product development, and marketing, Com setition is another external factor that affects the
economic business environment. Businesses must be aware of their competitors, their strengths
and weaknesses, and their strategies when d veloping their own strategies. According to Porter
(2017), a business’s competitive advantage « epends on its ability to differentiate itself from its
competitors.

In essence, the economic business environme 1t plays 2 si gnificant role in shaping the operations
and performance of businesses. SMEs mus. be aware of external factors that make up the
economic business environment when maki g strategic decisions. The dynamic and complex
nature of the economic business environment | resents challenges to businesses, but strategies such
as environmental scanning, diversification, md cost-cuiting can help businesses manage the
environment effectively. Overall, a thorough u iderstanding of the economic business environment
is crucial for SMEs to remain competitive anc sustainable.

Sociocultural Environment

The sociocultural external business environt \ent refers to the cultural and social factors that
influence business operations, such as the be iefs, customs, attitudes, and values of individuals
within a particular society (Babin & Harris, 2 116). The environment is constantly changing, and
businesses must adapt to these changes to rem iin rélevant and successful.

According to Nasrudin (2020), the term “siiciocultural environment” describes patterns and
advancements in societal views, behaviour, an | beliefs. More so, population, way of life, culture,
preferences, habits, and traditions are all intim ately intertwined. These elements are prodiced by
the environment and are frequently inherited f om one generation to the next. '

The sociocultural external business environme it plays a crucial role in SMEs’ operations. Culture,
social responsibility, diversity, consumer .be aviour, lifestyle changes, ethnic diversity, and
globalisation are some of the critical aspects ¢ f the sociocultural external business environment.
Understanding these factors is essential for |IMEs to develop effective strategies and remain
competitive. Failure to understand the sociocu tural external business environment may result in
business failure, Therefore, SMEs must adapt t » the changes in the seciocultural external business
environment to remain relevant and successfil
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Technological Environment

The technological external business envi onment refers to the external forces that impact a
business and its ability to compete and s icceed in the marketplace (Brynjolfsson & McAfee,
2017), These forces can include advance: in technology, changes in consumer behaviour, and
shifts in the competitive landscape.

In the present age of globalisation, technol gical advancements have changed the way business is
conducted. The external business envir :nment is composed of various factors, including
technological advancements that impact an organisation’s operations. Technological external
business environment refers to the techno ogical factors that influence the external enviromment
of & business, including competition, custc mers, and suppliers (Hawkins et al,, 2018).

In essence, technological advancements 1ave transformed the external business environment,
leading to new challenges and opportw ities for SMEs. Technology has changed customer
behaviour and expectations, leading to a nore personalised and engaging customer gxperience.
Moreover, technological advancements ha ve impacted the supplier landscape, leading to changes
in supply chain management. Finally, tech 10logical advancements have increased competitien by
lowering barriers to entry and increasing collaboration between SMEs and their stakeholders.
Enterprises that fail to keep up with tec mological advancements risk becoming obsolete and
losing market share. Thus, SMES need fc embrace technological advancements and use them to
improve efficiency, productivity, and coro yetitiveness.

Political Environment .
The political environment is an.extenal business environment that encompasses various
regulations and laws enacted by the gover nment to govern the operations of businesses (Liman ef
al,, 2021). It includes the legal system, go' emment regulations, and political stability of a country.
The political environment has a significa L impact on the business environment, especially on the
operations and decision-making process »f businesses. Understanding the political environment '
is vital for businesses to comply with legi 1 requirements, avoid legal issues, and stay competitive
(Nkongolo-Bakenda, 2020). ‘

Makhlouf and Khlif (2018), averred that the political environment includes the legal framework
which is a set of laws, regulations, and | olicies that govern the interactions between businesses
and government insfittions. According v+ PwC (2015), the political-legal environment comprises
the legal system, pelitical stability, gover iment regulations, and policies. The legal system entzils
the laws and regulations that guide the perations of businesses. Political stability refers to the
state of the government and the level ¢f stability in the country. Government regulations and
policies involve rules and policies that gr vern the operations of businesses, including taxes, trade
policies, and labour laws.

The political environment is' an exte nal business environment that encompasses various
regulations and laws enacted by the g vernment Lo govem the operations of businesses. The
political-legal environment has a signif sant impact on the business environment, especially on
the operations and decision-making proc 2ss of businesses (Adeyemo & Gbande, 2020; Makhlouf
& Khlif, 2018). Understanding the poli ical-legal environment is vital for businesses to comply
with legal requirements, avoid legal issu: s, and stay competitive. SMEs are particularly vulnerable
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to changes in the political-legal environmen: . especially in emerging markets. The political-legal
environment affects businesses differently fi >m large businesses due to their size and resources,
Political stability is a critical factor that affes ts business operations. Government regulations and
policies have a significant impact on the oper 1tions of businesses, affecting their competitiveness,
profitability, and survival, Environmental reg ulations, tax policies, and labour laws are examples
of government regulations that affect busin«sses. In conclusion, SMEs need to understand the
political-legal environment and its impact on hejr operations to make informed decisions and stay
competitive, i

SMEs’ Performance: Customers Satisfactio 1

SMEDAN and NBS (2017), define small ar d medium-sized enterprises (SMESs) as enterprises
with employee and asset bases that are bel ww and/or within predetermined thresholds, More
specifically, the Bank of Industry (2015) av stred that “micro enterprises have 1-10 employees
(asset base of not more than M5 million); mall enterprises: 11-50 employees (asset base of
between above XS million and 100 million’; and medium enterprises: 51-200 employees (asset
base of between above 3100 million and ¥5( 0 million),” :

SMES are essential to the economic growth f many countries. They contribute significantly to
job creation, innovation, and economic devel spment (Doherty et al., 2019). The performance of
SMEs is eritical to their survival and growth. 1 feasuring the performance of SMEs is complex and
requires a multi-dimensional approach that « onsiders financial and non-financial factors. This
study discusses the measures of SME perfor nance and highlights customer satisfaction as the
measure for the study. '

In essence, measuring the performance of S] 4Es is complex and requires a multi-dimensional
approach that considers financial and non-fi 1ancial factors, While (inancial measures such as
profitability and ROT are commonly used in m asuring SME performance, non-financial measures
such as customer satisfaction, employee sati faction, and environmental performance are also
important, Customer satisfaction is a critical n n-financial measure of SME performance that can
be used to assess the quality of products and services offered by SMEs. It affects the financial
performance of the business by driving custom er loyalty, repeat purchases, and recommendations
to others. The use of non-financial measures in measuring SME performance is gaining popularity
as they provide a more. comprehensive eval ation of performance and capture the intangible
factors that contribute to the success of a busir sss.

Relationship between External Business Env ronment and Enterprises’ Performance

One can argue that the external business ¢avironment plays a pivotal role in shaping an
enterprise’s performance—since it encompas: es a myriad of factors outside an organization’s
realm, including the ecenomy, culture, techno logy, and government policies (Xin et al,, 2023).
This relationship is indispensable for any entt rprise aspiring to attain long-term success. Grant
(2016) elucidates that the external business environment can be divided into two critical
components: the macro-environment, whic 1 comprises elements such as the economy,
government policies, demographics, and cultu e, and the industry environment, which includes
factors like competitors, suppliers, customers, 2 1d regulatory frameworks. Moreover, Worthington
and Britton (2016) provide a comprehensive de Ainition, encompassing political, economic, social,
technological, environmental, and legal factors as integral elements within the external business
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environment, Understanding this multifaceted rc lationship is essential for optimising enterprise
performance and adapting strategically to evolvi g circumstances. ' '

Tn retrospect, the external business environme nt- exerts a profound influence on enterprise
performance. It encompasses an array of factor:, ranging from economic conditions to cultural
preferences and from technological advancemen s to governmental regulations, as highlighted by
Xin et al. (2023). Grant’s (21 6) differentiation I-etween the macro-environment and the industry
environment provides a nuanced understanding of the multifaceted influences at play.
Additionally, Worthingten and Britton's (2013) inclusive definition - encompasses political,
economic, social, technological, environmental and legal elements, offering a comprehensive
view of this complex relationship. Ehierprises t1at grasp the intricacies of the external business
environment are better equipped to adapt, st ategize, and optimisre. their performance in a
continually evolving business landscape.

Other scholars bave also provided their underst: nding of the external business environment. For
instance, Johnson and Scholes (2017), define he external business environment as the set of
factors that influence the competitiveness and p -ofitability of an organisation, They identify five
key factors: economic, technological, political social, and environmental. Similarly, Hill and
Jones (2017) define the external business enviro iment as the set of factors outside an organisation
that can influence its operations, profitability, ¢nd sustainability. They identify four key factors: .
economic, legal, technological, and social.

The external business environment has a signi icant impact on enterprise performance. Several
studies have explored the relationship between he external business environment and enterprise
performance. For instance, Shao and Xie (1021), investigated the effects of the external
environment on the financial performance o Chinese small and medium-sized enterprises
(SMEs). The study used a sample; of 451 StIEs in China and employed structural equation
modelling to analyze the data. The results reve aled that technological innovation had a positive
and significant effect on SME financial perf rmance. Additionally, the study found that the
external environment, particularly the ecos omic and socio-cultural factors, significantly
moderated the relationship between technolo: dcal innovation and financial performance. The
study highlights the importance of technologic al innovation and external environment for SME
financial performance in the Chinese context.

Similarly, Aragén-Correa et al. (201 6) examin: d the impact of the external business environment
on corporate social responsibility (CSR) and - irm performance, They found that environmental
regulations, customer preferences, and stakehc \der pressure had a significant impact on CSR and
firm performance. '

Another study by Lockett et al: (2016) explor d the impact of the external business environment
on the internationalisation of SMEs. They foud that factors such as the economic, political; and
cultural environment had a significant impact n SMEs’ internationalisation. '

Enterprises need to understand thelexternal bi siness environment to improve their performance.
They need to monitor and adapt to changes in the external business environment to remain
competitive and successful, For instance, enterprises need to understand the impact of
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technological advancements onj their oper itions and adapt W
competitive (Ogunmuyiwa, 2022&.

s tee e SN SPUCHIVOS SO
Enterprises also need to understand the imp ict of govermment policRs \\ ﬂ“_‘:;::; Cre
instance, changes in tax policies can have a ! i gnificant impact On CNICTHTNS :‘A‘ : :::m.n:‘* i
& Mintz, 20185). Similarly, changes in enviro imental regulutions can .h:wc A SGTREREES T
enterprises’ operations and sustainability (Ar igén-Correa et al., 2010).

In inference, the external business environm nt comprises all the factors outside an org&:zs"j:-?‘:
that can influence its performance. There ire various definitions and understandings of e
external business environment, but they all ag ree that it is crucial for enterprises to understanfi the
external business environment to improve the ir performance. The impact of the external business
environment on SMEs’ performance has bee 1 widely studied, and it has been found that factors
such as economy, culture (including custome  preferences), technology and government policies
(including politics and legal frameworks) cn significantly influence enterprise performance.
Enterprises need to monitor and adapt to cha) ges in the external business environment to remain
competitive and successful. s
1 [

Furthermore, it is essential for SMEs to de elop strategies that are aligned with the external
business environment. For instance, enterprites can collaborate with suppliers to improve their
supply chain operations, adapt to changing customer preferences to remain competitive and
develop corporate social responsibility strat gtes that align with stakeholder expectztions and
regulatory requirements, By understanding a1d adapting to the external business environment,
enterprises can improve their customer satisf «ction, which can, in turn, affect their profitability
and sustainability. Based on the understandi 1g of the concept reviewed, this study utilised a
conceptual framework (Figure 2.1) that depict the relationship between the various aspects of the
external business environment and a measure »f SMEs’ performance.

Figure 1: Conceptual Framework of the Rel: tionship between External Business Environment
and SMEs' Performance

INDEPENDENT VARIABLE : DEPENDENT VARIABLE
= '3 =
EXTERNAL BUSINESS
ENVIRONMENT A :
ECONOMIC ' SMEs’
PERFORMANCE

| CUSTOMER SATISFACTION |
TECHNOLOGICAL :

L |
| SOCIO-CULTURAL _ |
| |
|

\_

POLITICAL B ' J
: : - \_
Source: Author’s Construction, 2023

Figure 1 represents a virtual conceptual fram swork of the link between the external business
environment and its dimensions, as well as tl e performance of SMEs. Each of the aspects is
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described in detail in the following subchap zrs to effectively explain the external business
environment. : :

Theoretical Framework

Theories play a major role in the empirical :nvestigation of the relationship between SMES’
performance and the external business environment (Man & So, 2015). Previous researches
(Adeeko, 2017, Anggadwita et al., 2017; Col ier, 2017) has determined that the most relevant
organisational theories that could be used to exj lain the relationship between the external business
environment and the performance of SMEs are environmental urcertainty theory, Farmer-
Richman theory of comparative managemeﬁt, - nstitational theory; and contingency theory.

The Contingency Theory serves as the main fr imework for*understanding the complex interplay '
between an organisation’s external factors and ts management approach, It is the theory on which

the study is based because it recognises the imp rtance of flexibility and adaptability in responding

to changes in the external environment, and ] as important implications for the performance of

SMEs. While the theory has some limitations, t remnains one of the most important and influential

management theories and continues to be wide ly used and studied in the field of management.

METHODOLOGY .
The survey research design, which is based o1 replies from primary data, was used in this study.
The population under study for this research in sluded SMEs in Nigeria’s Federal Capital Territory
(FCT).SMEs are businesses with fewer than 2 30 people and less than 500 million Naira in assets
(Bank of Industry, 2015). According to SME JAN and NBS (2017), there are about 2825 SMEs
in FCT, which was the audience of this study. This information was also utilised to determine the
sample size using the Tare Yamane (1967) fo mula
: N
1+ N(&)’
Where, n = sample size;N = population;e =+ degree of error expected. With a degree of error
expected at 0.05 and a population of 2825, th-: sample size is computed below:
2825
1+2825(0.05)°
. 7825
1+ 2825(0.0025)
2835
1+ 7.0625
2825
~ 8.0625
n=350388 =351

n

n

n

Whilst the calculated sample size using the 1 aro Yamane formula is estimated'as 351, Singh and
Masuku (2014), averred that there is a neeil to increase the caloulated sample size by 10% to
account for those who cannot refurn their que stionnaires or properly fill it. Therefore: New sample
size =351 + (10%) 351 = 386. '

-As such, 386 served as the nuriber of quest onnaires that were distributed. More so, this sample
suffices to optimaily predict or investigate th ¢ characteristic of the population under study. Of the
386 questionnaires issued, 357 were comple 2d and returned representing a 92.48% response rale.
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The questionnaires contained closed-ended q iestions because they were easier and faster for
respondents to answer. The research questions n the survey were scored on a S-point Likert scale
of “Strongly Agree (5), Agree (4), Undecided (3), Disagree (2) and Strongly Disagree (1)."The
questionnaire is one of the data collection me hods chosen since it is inexpensive and does not
take as much work from the questioner as verb d or telephone surveys,

The facial cogency of the questionnaire utilised in this study was analvsed and. studied.
Meanwhile, the facial cogency was achieved by sarefully inspecting the arrangement and structure
of the questionnaire. - _

The administered surveys were tested to confin 1 their reliability. The method used for testing for
the internal consistency was the Cronbach’s Alpha, which is computed with the model:

Where: a = Cronbach Alpha; N = the numbe of items eon the scale; » = the mean inter-item
correlation. A Cronbach’s Alpha value of 0.7 is considered reliable (Wadkar et al, 2016).
Cronbach’s Alpha is a numerical value that car range between zero and one, A pre-study survey
was conducted for this study to establish the vi lidity of the test instrument, wherein Cronbach’s
alpha (o) value of all the items was above 0.7.

Table 1; Reliability of the Variables with Cron.ach’s Alpha Model

Variables Cro thach’s Alpha Number of Items
Economic Environment (ECO) 1 0851 5
Socioculural Enviranment (SQC) 0.827 5
Technological Environment (TEC) 071 5
Political Environment (FOL) 0.71. 5
Customer Satisfaction (CS) 0.74 5

Source: Author’s Computation, 2023

Table 1 presents the reliability assessment o) the variables using Cronbach’s Alpha model,
caleulated with SPSS version 26, A Cronbach’ ; Alpha value above 0.7 is deemed indicative of
good reliability for research instruments. As per Wadkar et al. (2016), reliability scores of 0.7 or
higher are considered acceptable for research purposes. The analysis confirms that all variables in
the study surpass this threshold, indicating that the instrument used i is relizble for measuring the
constructs under investigation. This reinforce. the confidence in the data’s consistency and
provides a strong foundation for the subsequem statistical analyses and research conclusions.

The primary data were analysed using the SPS3 version 26. The descriptive statistics were the
mean and standard deviation while the infere: tial statistics-included analysis Multiple Linear
Regression to determine the effect of the inde) endent variable on the dependent variable. The
statistical model used was;

Ymakbxbp e i (1)

Following equation (1) for carrying regression malysis, this study adopted the following linear
multiple regression model:
C8=a+ B ECO+B,80C+A,TEC+APOL+: . (2

Where: CS = SMEs” performance measures with customer satisfaction (Dependent variable);
ECO = Economic environment (independent sariable 1); SOC = Sociocultural environment
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(independent variable 2); TEC = Technologi zal environment (independent variable 3); POL =
Political environment (independent variable 1); @ = Intercept or constant; § = Coefficient; the
slope of the regression line with respect to the independent variables; £ = Error term,

RESULTS AND DISCUSSION

Descriptive Statistics i .

Descriptive statistics was used in this study w© offer a succinct summary of the data, revealing
essential characteristics and patterns. We enploy these analytical tools to shed light on the
dynamic interactions between the external business environment factors (Economic,
Sociocultural, Technological, and Political, and SMEs’ performance (proxied by Customer
Satisfaction) in Abuja. Such insights are cru ial for unravelling the effect of external forces on
small and medium enterprises and informing effective business strategies.

Table 2: Study Variables’ Descriptive Statis.ics
Mini- Maxi- Standard
N  mum mum Mean Devintion Skewness Kurtosis
Reonomic Environment (ECO) 357 140 1.40 3.1199 0.5875 -0.657 0.233
Sociocultural Environment (SOC) 357 1.20 1.20 2.9529 0.6064 0.458 0328
Technological Environment (TEC) 357 1.40 1.40 32756 0.6672 -0.783 0.409

Political Environment (POL) 357 1.60 1.60 3.1804 0.6450 -0.094 -0.541
Customers Satisfaction (CS) 357 1.80 1.80 3.6325 0.6839 -0.672 -0.001
Valid N {list-wise) 357 ’

Source: Author's Computation, 2023

Table 2 depicts the results of the descripti 7e statistics of the study variables. The descriptive
statistics for the study variables provide a co nprehensive overview of their gentral tendencies and
variations. The means (averages) and st:ndard dev jations offer valuable insights into the
magnitude and dispersion of each variable’: values. The Economic Environment (ECO) exhibits
a mean value of 3,1199 with a standard devi stion of 0,5875, while the Soeciocultural Environment
(SOC) shows a mean value of 2.9529 with a standard deviation of 0.6064. Similarly, the
Technological Environment (TEC) presents a mean value of 3.2756 with a standard deviation of
0.6672, and the Political Environment (POL i has a mean value of 3.1804 with a standard deviation
of 0.6450. Furthermore, Customer Satisfact: on, a proxy for SMEs’ performance, has a mean value
of 3.6325 with a standard deviation of 0.68./9.

To ascertain the normality of the data, we -xamine the skewness and kurtosis values. A widely
accepted guideline posits that distributions ;re significantly skewed if the skewness value exceeds
+1 or falls below -1 (Hair et al,, 2022). ¢ imilarly, kurtosis values greater than +1 indicate an.
excessively peaked distribution, while v: lues below -1 suggest an overly flat distribution.
Remarkably, all the variables” skewness at d kurtosis, as demnng-_trated in Table 2, remain within
acceptable bounds, signifying that the data follow a normal distribution pattern. :

In alignment with Hair et al.’s (2022) insigats, the normality of our data reinforces the validity of
the statistical inferences drawn from our stdy. The adherence to normal distribution assumptions
enables us to conduct robust analyses, fi cilitating a deeper understanding of the relationship
between the external business environm:nt factors and SMEs' performance. These reliable
findings serve as a foundation for informe i decision-making and strategic planning to foster the
growth and success of small and medium | aterprises in Abuja.
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Multiple Linear Regression Analysis | il
The model and hypotheses were tested at ¢ 0.05 significance level. Table 3. Shows a mode!
summary that is used to measure how well th : regression model fits the data,

Table 3: Model Summary
Model Summary®

: Adjusted Sid. Error of Durbin-
Maeodel Multiple R R Square R Square the Estimate Watson
1 0.831° 0.691 0.687 0.38254 1.978
‘a. Predictors: (Constant), POL, SOC, TEC, ECO
b. Dependent Variable: C8
Source: Author's Computation, 2023

Table 3 presents the model summary, revealj 1g compelling insights into the relationships among
the study variables. The independent varialiles, serving as proxies for the External Business
Environment, demonstrate a robust linear efisct on Customer Satisfaction (CS) among SMEs in
Abuja, as indicated by a significant Multiple R-value of 0.831.

Moreover, the model’s R Square value stand ; at 0.691, indicating that the independent variables
account for 69.1% of the variation iri Customu r Satisfaction, The remaining 30.9% of the variation
is attributed to other unexamined dimensions that could influence SMEs’ performance (customer
satisfaction). The Adjusted R Square, recorc :d at 0.687, signifies that 68.7% of the variance in
Custorner Satisfaction can be atiributed o differences in the SMEs’ External Business
Environment.

To gauge the accuracy of the model, we e amined the Standard Error of the Estimate, which
denotes an average discrepancy of 0.37528 'ietween observed values and the regression line, A
lower standard error indicates a more precise fit of the model to the actual data points, reinforcing
the reliability of our analysis. . '

Additionally, the Durbin-Watson value o~ 1.978, reported in Table 3, indicates positive
autocorrelation in the residuals from the rej ression analysis. This autocorrelation signifies the
degree of correlation between variable valucs across various data, a positive occurrence in this
study. As per Kenton's (2022) view, Durb n-Watson statistic levels between 1.5 and 2.5 are
deemed suitable for this type of study, furtl er affirming the robustness of regression analysis.
These findings bolster our understanding of how the External Business Environment exerts its
influence on SMEs’ performance, particularl 7 in terms of customer satisfaction in Abuja,

Table 4: Analysis of Variance (ANOVA)

ANQVA®
Sum of
Model Squares di Mean Square F Sig.
1 Regression 114.992 ¢ - 28,748 196.446 0.000°
Residual 51.512 312 0.146
Total 166.503 306

a, Dependent Variable; CS
b. Predictors: (Constant), POL, SOC, TEC, ECO
* Decision Rule: 0,05

Source: Author’s Computation, 2023
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Table 4 shows the analysis of variance of he study. In the ANOVA Table, “the computation has
a significant level of 0.000, suggesting that the data is suitable for identifying population
parameters because the significance thresl old is less than 0.05. Additionally, the estimated value
(196.446) was greater than the critice! value (2.417), indicating that External Business
Environment significantly influenced the \MEs* performance in Abuja.

Table 5: Coefficient of Determination

Unstandardized : P
Caefficients Std. Coefficients “ ' '
Model B Stl, Error Beta t Sig.
1 (Constant) 0.439 0. 54 2.844  0.005
ECO 0347 0. 55 0.298 2.238 0.026
s0C 0.278 0,80 0.246 3.097 0.002
TEC 0.342 0.187 0.334 3915 0.000 ,

POL 0.054 0.132 0.051 1.699  0.090
a. Dependent Variable: CS :
# Decision Rule: 0.05

Source: Author's Computation, 2023

Table 5 shows the coefficient of determi ation for the variables in the study. Following Eguarian-
(2), the statistical model could be represe ated as:
€S = 0.439 + 0.347ECO + 0.27880C + | 342TEC + 0.054POL +er. ...... (3)

Table 5 presents the regression analysis ¢ utcomes, illustrating the impact of the External Buginess
Environment on Customer Satisfaction for SMEs in Abuja. When the effect of the External
Business Environment is set to zero, Cu: tomer Satisfaction is estimated to be 0.439.

Table 5 presents fhe dimensions of the External Business Environment, namely the Economic
Environment (ECO), Sociocultural Envi onment (SOC), Technological Environment (TEC), and
Political Environment (POLY), as examir 2d for their individual effects on Customer Satisfaction.
A unit increase in ECO corresponds to @ substantial 0.347 (34.7%) increase in Customer -
Satisfaction, with ECO exhibiting stati stical significance at the 0.020 Jevel. Similarly, a unit
increase in SOC leads to a noteworthy 0. 278 (27.8%) increase in Customer Satisfaction, with SOC
showing significance at the-0.002 level. Likewise, TEC exerts a considerable influence, as a unit
increase Tesults in a 0,342 (34.2%) inci zase in Customer Qatisfaction, with high significance at
the 0.000 level. Conversely, the impact of POL is found to be non-significant at the 0.090 level,
surpassing the established decisionrule f 0.05. A unit increase in POL may only marginally affect
Customer Satisfaction for SMEs in Abuj 1, with a factor of 0.054 (5.4%), given its lack of statistical
significance. '

The analysis underscores that among tl:e surveyed SMEs in Abuja, the Economic Environment
holds the most substantial effect on Customer Satisfaction, followed by the Technological
Environment and the Seciocultural Environment. In contrast, the Political Environment
demonstrates no discernible effect on ¢ MEs' performance in terms of Customer Satisfaction, as
indicated by its lack of statistical signil cance. '
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Table 6: Summary of Hypotheses Tested

Hypothesis Statement Model Resulf Decision

Hoi: Economic environment has no significant ef’ect CS =a+ 5,ECO +¢, 0.026 Sig. <0.05

on the performance of SMEs in Abuja, Fed :ral . Not Accepted
Capital Territory of Nigeria. =

Hyz: Sociocultural environment has no signifirant CS=a+B5S0C+e¢, 0.002 Sig. <0,05
effect on the performance of SMEs in Abuja, Fed :ral o Not Accepted
Capital Territory of Nigeria, : '

Hpy: Technological environment has no signifiiant CS=a+ hTEC+e 0.000 Sig. <0.05
effect on the performance of SMEs in Abuja, Fed iral Not Accepted
Capital Territory of Nigeria. i

Hoq: Political environment has no mgmficant effec on CS=a+bPOLi+e 0.090 Sig. >0.05 -
the performance of SMEs in Abuja, Federal Ca ital Accepted
Territory of Nigeria.

Source: Author's Result, 2022

Table 6 shows that the hypothesis testing st mmary provides a comprehensive overview of the
findings. Hypotheses 1, 2, and 3 reveal that I ¢ null hypothesis, stating no significant relationship
between the variables, is rejected in favour o the alternative hypothesis, signifying a meaningful
association among the tested variables. Howe ver, in the case of Hypothesis 4, the null hypothesis
is accepted, suggesting that there is no statist cally significant relationship between the variables
under examination. These results contribute valuable insights into the interplay between the study
variables, allowing for a deeper understandin, ; of the impact of the extemal busmess environment
on SMEs’ performance in terms of customer ausfacnon

CONCLUSION AND RECOMMENDATIDNS

This research delved into the vital interplay between the External Business Environment and
Customer Satisfaction among small and med um enterprises (SMEs) in Abuja. It showed that of
the dimensions of the external business environment tested, the économic environment has the
leading effect on the performance (measurt d with customer satisfaction) of SMEs in.Abuja,
Nigeria, followed by the technological enviro iment and sociocultural environment, Regarding the*
issue of the performance SMEs in Abuja beir g perceived as not affected by the external business
environment, it could be as a result of the pe iple focusing on the political environment which is
not significant according to this -study. Nzvertheless, taking cognisance of the economie,
technological and sociocultural enviromaents would significantly increase Employee
Performance in terms of increased Customer Satisfaction,

According to the findings of the study, e onomic, sociocultural and technological extemal
business environments should be prioritised over the political environment of SMEs in Abuja.
After all, the SMEs in Abuja are not signific: ntly impacted by the political environment. Arising
from the study’s findings, the following are r :commended:

Since the economic environment has the leac ing positive influence on the performance of SMEs
in Abuja, these enterprises should take cognis ince of: Changes in interest rates, market conditions,
exchange rates, unemployment rates and ecor omic policies. More so, the government, controllers
of the external business environment and allied stakeholders should ensurs these indicators are
positive, Such a position has a positive and significant effect on SME's performence in Abuja
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expressed in the form of an increase in :ustomer satisfaction, customer loyalty, and positive
feedback, value for products or services, a 1d high quality of goods or services.

In the same vein, since the sociocultural er vironment has a positive influence on the performance
of SMEs in Abuja, these enterprises sho 1ld take cognisance of: Social responsibility, cultural
differences, religious belief systems, soci: 1 attitudes and beliefs, and societal norms and values.
More 50, the government, controllers of th : external business environment and allied stakeholders
should ensure these indicators are positive Such a position has a positive and significant effect on
SME’s performance in Abuja expressed in the form of an increase in customer satisfaction,

customer loyalty, and positive feedback, v alue for products or services, and high quality of goods
or services. : :

Also, since the technological environment has the second leading positive -influence on the
performance of SMEs in Abuja, these :nterprises should take cognisance oft Technological
change, emerging technologies, new tech 10logical advancements, mobile technology and social
media, and technological investments. J/4ore so, the government, controllers of the external
business environment and allied stakehol lers should ensure these indicators are positive. Such a
position has a positive and significant ef%ect on SME's performance in Abuja gxpressed in the
form of an increase in eustomer satisfact on, customer loyalty, and positive feedback, value for
products or services, and high quality of j oods or Services.

Conversely, since the political environme 1t does not influence the performance of SMEs in Abuja, -
these enterprises should take not take coj nisance of it as it would be an exercise in futility. This
is because the political environment has no significant effect on SME's performance in Abuja
expressed in the form of an increase ir customer satisfaction, customer loyalty, and positive
feedback, value for products or services, ind high- quality of goods or services.
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