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Abstract

This study investigated the impact of insecurity on the performance of Small and Medium Enterprises (SMEs) in
Gombe State, Northern Nigeria. The research focused on the effects of armed robbery, kidnapping, theft, and
communal crises on various performance indicators, including sales volume, profitability, customer retention, and
business expansion. A survey design was used, with data collected from 257 SMEs across 11 Local Government
Areas (LGASs) in Gombe State. The study found that insecurity significantly affected SME performance, with armed
robbery, kidnapping, theft, and communal crises all contributing to reduced sales, increased operational costs, and
decreased profitability. The results of the hypotheses testing indicated that each form of insecurity had a
statistically significant negative effect on SME performance, with armed robbery (p = 0.004), kidnapping (p =
0.000), theft (p = 0.000), and communal crises (p = 0.001) all rejecting the null hypotheses. The study concluded
that insecurity presents a severe challenge to the growth and sustainability of SMEs in Gombe State. It recommends
targeted government interventions to combat insecurity and suggests that SMEs invest in security measures and
staff training to mitigate the impact of security threats.

Introduction

Small and Medium Enterprises (SMEs) play a vital role in economic development, contributing significantly to job
creation, poverty alleviation, and wealth generation. They serve as a fundamental pillar in both developed and developing
economies, fostering sustainable employment, equitable income distribution, and improved living standards (Agwu &
Emeti, 2020). Aremu and Adeyemi (2019) assert that SMEs surpass large corporations in employment generation,
making them crucial to socio-economic well-being. The global recognition of SMEs has led nations to strengthen their
private sectors, emphasizing SMEs as the driving force behind economic stability and growth (Tamara & Riste, 2022).

Empirical research highlights the substantial contributions of SMEs to GDP and national development. According to
Vijayakumar (2019), SMEs enhance GDP and mitigate poverty, particularly in developing economies. Data from the
International Labour Organization (ILO) (2021) indicates that SMEs contribute significantly to GDP in several countries:
Turkey (53.9%), China (58%), the USA (54%), and Egypt (80%). Similarly, in South Africa, SMEs constitute 91% of
formal business entities, contribute 57% to GDP, and provide 61% of employment. Globally, 90% of businesses operate
as SMEs, employing 60% of the workforce and contributing 58% to gross value added (UNDP, 2020). In Nigeria, SMEs
account for 48% of GDP, highlighting their integral role in national economic growth.

Despite their importance, SMEs in Nigeria face significant challenges, particularly due to insecurity. Insecurity,
encompassing armed robbery, kidnapping, theft, and communal crises, presents a severe threat to SMEs’ operational
efficiency and growth. The Global Peace Index (GPI) (2021) reports that nations experiencing high insecurity, such as
Nigeria, struggle to attain sustainable development due to widespread violence and instability (Institute for Economics
and Peace, 2021). High crime rates in business environments lead to reduced customer retention, hinder profitability, and
limit SMESs' expansion capabilities.

In Nigeria, insecurity is further exacerbated by communal crises driven by historical disputes, political manipulation,
socio-economic inequalities, and identity-based conflicts. These crises result in resource-related disputes, political power
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struggles, and unemployment, fostering an unfavorable business climate for SMEs. Gombe State is a prime example of
the detrimental effects of insecurity. Incidents of armed robbery, kidnappings, and theft disrupt SME operations, forcing
businesses to divert resources toward security measures instead of innovation and expansion (Holt, 2020; Schrdder,
2021).

Theft, as defined by the FBI (2021), involves the unlawful acquisition of property, significantly impairing SMEs'
operational efficiency. Criminological theories, such as the Deterrence Theory and Rational Choice Theory, offer insights
into the motivations behind such criminal behaviors, highlighting the need for stringent preventive measures (Cornish &
Clarke, 1986). Similarly, communal crises, driven by socio-political and cultural dynamics, impede economic activities,
leading to long-term socio-economic disintegration. These security challenges collectively affect SMEs' ability to
maintain customer trust, expand their operations, and sustain profitability. This study aims to assess the impact of
insecurity on the performance of SMEs in Gombe State, Nigeria. By evaluating the effects of armed robbery, kidnapping,
theft, and communal crises on SMEs, this research will provide insights into the resilience strategies adopted by
businesses. The findings will contribute to policy recommendations aimed at fostering a more secure business
environment for SMESs in Gombe State.

Statement of the Problem

Small and Medium Enterprises (SMEs) are essential drivers of economic development, job creation, and poverty
alleviation. They contribute significantly to GDP growth, employment generation, and wealth distribution in both
developed and developing economies (Abdul, 2021). However, several challenges hinder their performance, including
inadequate financing, poor infrastructure, market competition, and insecurity. Among these factors, insecurity has
emerged as one of the most significant threats to SME sustainability in Nigeria.

Insecurity, characterized by armed robbery, kidnapping, theft, and communal crises, has led to business disruptions, early
closures of shops and offices, and reduced workforce productivity (Chinelo & Ejike, 2022). In Nigeria, numerous SMEs
have been forced to halt operations due to security threats, limiting the effective utilization of human and material
resources. These disruptions negatively affect SMEs’ turnover, sales volume, customer retention, profitability, and
expansion.

Gombe State, in particular, faces severe insecurity challenges that impede business growth. The National Bureau of
Statistics (NBS, 2022) reported a 25% decline in the number of SMEs in Gombe State between 2020 and 2022,
attributing much of this decline to insecurity. According to Yusuf et al. (2022), 65% of SMEs in the state reported
declining sales during this period, while 80% of surveyed businesses experienced security breaches, resulting in
significant financial losses.

The negative impact of insecurity extends beyond operational losses to profitability and business growth. Adewole et al.
(2022) found that the average return on investment (ROI) for SMEs in Gombe State fell by 40% between 2020 and 2022,
and the business survival rate declined by 25%. The loss of investor confidence has further worsened the situation, with
foreign direct investment (FDI) inflows into the state declining by 45% (Nigerian Investment Promotion Commission,
2022).

Beyond local businesses, insecurity also affects Nigeria’s economic reputation. A World Bank study found that 36% of
Nigerian business operators identified insecurity as a primary barrier to investment (Ujah & Eboh, 2018). As a result,
many businesses in northern Nigeria have relocated to safer regions, exacerbating regional economic disparities and
reducing employment opportunities.

Existing studies have examined the impact of insecurity on SMEs but have not sufficiently analyzed its effects on
specific performance indicators such as turnover, sales volume, customer retention, profitability, and expansion. This
study seeks to fill this gap by examining how different forms of insecurity affect SME performance in Gombe State. The
findings will contribute to evidence-based policymaking and strategic interventions to improve business resilience and
sustainability in insecure environments.

Research Questions
The study is guided by these research questions
i) To what extent does Armed Robbery affect the performance of SMEs in Gombe State?
ii)  To what extent does Kidnapping affect the performance of SMEs in Gombe State?
iii)  To what extent does Theft affect the performance of SMEs in Gombe State?
iv)  To what extent does Communal crisis affect the performance of SMEs in Gombe State?
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Objectives of the Study
The primary objective of this study is to Assess the effect of insecurity on the performance of SMEs in Gombe State.
Other specific objectives are:
i) To examine the effect of armed robbery on the performance of SMEs in Gombe State.
ii)  To identify the influence of kidnapping on the performance of SMEs in Gombe State.
iii)  To determine how theft affect the performance of SMEs in Gombe State.
iv)  To determine how communal crisis affect the performance of SMEs in Gombe State.

Statement of Hypotheses

Based on the objectives outlined above, the following null hypotheses will be tested:

HO1: Armed robbery has no significant effect on the performance of SMEs in Gombe State.
HO:: Kidnapping has no significant effect on the performance of SMEs in Gombe State.
HOs: Theft has no significant effect on the performance of SMEs in Gombe State.

HO4: Communal crisis has no significant effect on the performance of SMEs in Gombe State.

LITERATURE REVIEW
2.1 Conceptual Review

2.1.1 Small and Medium Enterprises (SMEs) and Their Performance

Small and Medium Enterprises (SMEs) are widely recognized as key drivers of economic development, fostering job
creation, innovation, and wealth distribution. According to Oyinlola (2021), SMEs play a crucial role in financial
inclusion, particularly in developing economies where they provide employment for semi-skilled and unskilled workers.
SMEs are also instrumental in increasing GDP contributions, particularly in Nigeria, where they account for 48% of GDP
and 84% of employment opportunities (UNDP, 2020).

Despite their importance, SMEs in Nigeria face numerous challenges, with insecurity emerging as a dominant factor
affecting their growth and sustainability. Armed robbery, kidnapping, theft, and communal crises pose significant threats
to their operations, leading to reduced sales volume, customer attrition, and higher security costs (Adeleke, 2020).

2.1.2 Insecurity and Its Impact on SMEs

Insecurity is defined as a state of instability resulting from criminal activities such as armed robbery, kidnapping, theft,
and communal crises. These threats significantly impact business environments, causing operational disruptions and
financial losses for SMEs. Asogwa et al. (2023) found that an increase in insecurity-related incidents led to a 30%
decline in SME sustainability in Nigeria. Similarly, Chia et al. (2023) reported that armed robbery incidents in Kaura
Namoda, Zamfara State, resulted in decreased customer confidence and reduced profit margins.

2.2 Theoretical Review
Several theories provide insights into the impact of insecurity on SMEs:

2.2.1 Frustration-Aggression Theory

Frustration-Aggression Theory, developed by Dollard et al. (1939), posits that when individuals are unable to achieve
their desired goals due to barriers, they resort to aggression. This theory is relevant to the study as insecurity—arising
from economic deprivation—has led to increased crime rates, affecting SME performance in Gombe State (Yate, 1962;
Berkowitz, 1963).

2.2.2 Social Exchange Theory

Homan (1961) proposed the Social Exchange Theory, which explains human behavior as a cost-benefit analysis. SMEs,
when faced with insecurity, engage in cost-benefit calculations regarding investments in security measures versus
business profitability.

2.2.3 Lifestyle Theory
Glen Walters' Lifestyle Theory (1960s) suggests that individual and business vulnerability to crime is influenced by
lifestyle choices. SMEs in high-crime areas are at greater risk of victimization, necessitating additional security
expenditures (Bolaji, 2023).

2.3 Empirical Review

2.3.1 Armed Robbery and SMEs Performance
Empirical studies reveal a negative correlation between armed robbery and SME performance. Adeleye et al. (2020)
found that SMEs in Lagos State faced a significant decline in sales due to armed robbery, prompting businesses to
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implement additional security measures. Similarly, Asogwa et al. (2023) established that armed robbery attacks led to
early business closures in high-risk areas.

2.3.2 Kidnapping and SMEs Performance

Kidnapping is a growing concern for Nigerian SMEs, particularly in the northern regions. Adebayo and Lawal (2022)
found that investor confidence declined by 45% in areas prone to kidnapping, leading to a reduction in SME investments.
Bashir and Ibrahim (2021) reported that SMEs in rural areas suffered disproportionately due to slow government
responses to kidnapping cases.

2.3.3 Theft and SMEs Performance

Theft negatively impacts SME profitability and operational efficiency. Bamiduro and Rauf (2020) analyzed the effects of
theft on SMEs in Nigeria, using a sample of 590 SMEs, and found that theft led to increased financial losses and
heightened security costs.

2.3.4 Communal Crises and SMEs Performance

Communal crises disrupt trade, reduce customer inflow, and increase operational costs. Yahaya et al. (2022) established
that SMEs in conflict-prone areas suffer from supply chain disruptions and reduced revenue. Likewise, Omole and Agho
(2020) found that communal conflicts in Nigeria led to business closures, exacerbating unemployment.

2.4 Gaps in the Literature
Despite extensive research on insecurity and SME performance, gaps remain:
1. Most studies focus on southern Nigeria, neglecting the northern regions, particularly Gombe State (Badamasi et
al., 2022).
2. Prior research examines individual security threats (e.g., kidnapping, theft) but does not holistically assess the
combined impact of insecurity variables (armed robbery, theft, kidnapping, communal crises) on SME resilience
(Eze and Obi, 2021).
3. Most existing studies employ qualitative research; a quantitative approach is needed to measure the direct
impact of insecurity on business performance indicators like profitability, customer retention, and turnover
(Mohammed, 2019).

Methodology

The methodology of the study adopted a survey research design to examine the impact of insecurity on the performance
of Small and Medium Enterprises (SMEs) in Gombe State, Nigeria. The research focused on the effects of armed
robbery, kidnapping, theft, and communal crises on SMEs' growth, expansion, profitability, customer retention, sales
volume, and turnover. Data were collected from 257 SMEs across 11 Local Government Areas (LGAS) in Gombe State,
ensuring representation from diverse geographical and economic regions of the state. The sampling technique employed
stratified sampling, which divided the population into strata based on the LGAs, and convenient sampling, which was
used to select SMEs that were accessible and willing to participate. This combination ensured a broad and accurate
representation while addressing logistical challenges.

Primary data was collected through a structured survey questionnaire, administered to the owners or managers of the
selected SMEs. The questionnaire comprised both closed- and open-ended questions, capturing a range of responses
related to the performance of SMEs and their experiences with insecurity. The dependent variable, SME performance,
was measured through turnover, sales volume, customer retention, growth, profitability, and expansion. The independent
variables—armed robbery, kidnapping, theft, and communal crises—were measured by the frequency and impact of
these incidents.

For data analysis, multiple regression analysis was employed to examine the relationship between insecurity and SME
performance. The study analyzed data collected over a period of five years, from 2019 to 2024, allowing for the
evaluation of both short-term and long-term effects of insecurity on SMEs in the region. The methodology provided a
comprehensive understanding of how different forms of insecurity influenced the operational success of SMEs in Gombe
State.
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Result
Hypotheses Results
Ho1: Armed robbery have no significant effect on Hoz is rejected at .004 Sig. level

performance of small and medium scale enterprises in
Gombe State.
Ho,: Kidnapping has no significant effect on Hoz is rejected at .000 Sig. level
performance of small and medium scale enterprises in
Gombe State.

Hos: Theft has no significant effect on performance of Hos is rejected at .000 Sig. level
small and medium scale enterprises in Gombe State.

Hos: Communal crises have no significant effect on Hoa is rejected at .001 Sig. level
performance of small and medium scale enterprises in
Gombe State.

The results of the hypotheses testing revealed that all the independent variables-armed robbery, kidnapping, theft, and
communal crises-had a significant effect on the performance of Small and Medium Enterprises (SMEs) in Gombe State.
Specifically, the null hypothesis for armed robbery (HO1) was rejected at a significance level of 0.004, indicating that
armed robbery significantly impacts SME performance. Similarly, the null hypothesis for kidnapping (HO2) was rejected
at a significance level of 0.000, confirming the significant effect of kidnapping on SME performance. The hypothesis
related to theft (HO3) was also rejected at a 0.000 significance level, demonstrating its significant impact on SME
performance. Finally, the null hypothesis for communal crises (HO4) was rejected at a significance level of 0.001,
showing that communal crises significantly affect SME performance in the region.

Conclusion

The study concluded that insecurity has a significant negative impact on the performance of SMEs in Gombe State. The
study also found that the performance of SMEs is influenced by the level of insecurity, the level of education, experience,
and capital base of the entrepreneurs. The study recommended that policymakers and stakeholders should develop
strategies to reduce the level of insecurity in Gombe State and that SMEs should invest in security measures to reduce the
risk of security threats.

Recommendations
Based on the findings of this study and aligned with its objectives, the following recommendations are proposed to
address insecurity and enhance the performance of SMEs in Gombe State:

i) The study recommends that government should develop targeted strategies to address armed robbery in Gombe
State, including improving law enforcement, enhancing community policing initiatives, and leveraging
intelligence-driven operations.

ii)  The study recommends that SMEs should provide employees training by educating employees on kidnapping
awareness, prevention and response.

iii)  The study recommends that SMEs should take establishing procedures for preventing and responding to theft,
including security protocols and incident response plans.

iv) The study recommends that government and relevant agencies should establish conflict resolution and
mediation mechanisms to address communal crises in Gombe State, including providing support for
community-based initiatives and promoting inter-faith dialogue and understanding.
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