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Abstract. Small and medium enterprises (SMEs) have been considered as one of the
engines of economic growth, sustainability, and industrial development of a nation,
however, the survival rate of SMEs in Nigeria has been seriously affected by the volatile
environment in which they operate. The use of survival strategies has also been one of the
major challenges facing the business since most people believe that strategies are only
meant for large and multinational companies. This study, therefore, examines the survival
strategies and sustainability of small and medium enterprises in a volatile business
environment using a quantitative approach. The data were administered through a
questionnaire to 350 respondents from small and medium enterprises in Lagos State,
Nigeria. The questionnaire was analyzed with the use of the Structural Equation Model.
The results reveal that there is a significant and positive relationship between survival
strategies and sustainability of small and medium scale enterprises in Nigeria.
Keywords: survival strategy; sustainability; small and medium enterprises; volatile
business environment.

Introduction
Small and Medium Enterprises (SMEs) have been considered as one of the engines of
economic growth, sustainability and industrial development of a nation. Although, SMEs
are individually small in size and in economic power; they collectively constitute an
important part of GDP; as such they are commonly characterized as the backbone of all
economies (Muller, Devnani, Julius, Gasliardi, & Marzorchi, 2016). However, this has not
been the case in most developing countries like Nigeria due to the adverse effect of the
volatile business environment amidst other factors. The environment of any business
which could either be stable or turbulent determines its success or failure, but in most
cases business environments are turbulent. Rapid development in terms of information
and communication technologies, competition, constant political changes can make the
environment turbulent for business activities. In an attempt to survive in this kind of
environment, an organization tends to consider the strategic decision that can enhance
their sustainability.
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Bowen, Morara, and Mureithi (2009) opine that three out of five established SMEs
collapse in the first five years of their establishment due to the volatile environmental
conditions. Appiah, Pesakovic, and Amaria (2008) argue that many SMEs have failed due
to their inability to embrace strategic management in their business. In the opinion of
Motwain, Mirchandani, Madan, and Gunasekaran (2008), most SME managers lack
adequate knowledge in the areas of strategic planning techniques, methodology, and
implementation. Hörisch, Johnson, and Schaltegger (2014) also support this opinion by
arguing that most SMEs are confronted with varying problems that deter their
sustainability and one major cause is knowledge, which hinders the appropriateness of
suitable corporate sustainability strategies. This was borne out of the fact that the
majority of the SMEs lack adequate knowledge of the positive impact of strategies vis-avis strategic planning on the survival of their businesses (Argon-Correa, HurtadoTorres, Sharma, & García-Morales, 2008).
Arena and Azzone (2012) posit that the major challenges encountered by SMEs are
ensuring sustainability in their businesses. This then tends to endanger their survival
and sustainability in their respective volatile environment. It is assumed that most SMEs
see strategy management as a business of large and multi-national companies. In line
with this, Small and medium scale enterprises have received little or no attention by
researchers in the area of sustainability due to their size (Hörisch, Johnson, &
Schaltegger., 2014; Williams & Schaefer, 2013; Bos-Brouwers, 2010; Revell, Stokes, &
Chen, 2009).
The majority of the authors believed that the success of any organization is contingent
upon its choice of strategy and for any SMEs to attain sustainability it is expected they
embrace competitive strategies, however, there has been a great debate on whether
SMEs needed competitive strategies for sustainability in their turbulent environment.
Porter (1996) posits that organizational uniqueness is bonded with its ability to possess
a basic understanding of the environment and the appropriate use of strategies to attain
sustainability and competitive advantage. It should be noted that strategy is situationalbased, and an organization must understand its business environment, organizational
characteristics, and strategies to attain effectiveness and efficiency in its business
operations. Parnell (2010) argued that the precondition for business sustainability is its
ability to maneuver its strategies to gain a competitive advantage in its business
environment. Porter (1980) opined that organization should be consistent with its
strategies in order to avoid “stuck in the middle”; this is borne out of the inability of an
organization to make a strategic choice and compete in its environment; that even a poor
strategy is better than not making any strategic decision. He further uses the term
generic strategy to explain the strategic options opened to the organization to attain
sustainability. This he divided into three; cost leadership, differentiation and focus
strategy.
Porter opined that an organization can either follow cost leadership or differentiation
strategy to attain a competitive advantage in its environment, this he termed as pure
strategy and with this such an organization will perform above average in its industry;
this invariably guarantees its sustainability. He further claimed that though combining
cost leadership or differentiation strategy tends to be incompatible due to their varying
demands, however, an organization can adopt either of the strategies and make another
strategic choice to operate in a broad market or focus a particular market (focus
strategy). This invariably implies that an organization can either follow a cost leadership
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or differentiation in a broad or focus market segment, this is applicable to any kind of
firm either small, large or multinational organization (Porter, 1980).
An organization must embark on competitive strategies to survive in its business
environment and adhering to a single strategy could be hazardous to the sustainability
of a business. This was supported by D’Amborise (1993), stating that when an
organization combines different strategies, they tend to perform better than when they
embark on pure strategy. This invariably means that an organization must adopt a
survival strategy to sustain itself in its turbulent environment.
Consequently, this research work, therefore, intends to examine the implication of
survival strategies on the sustainability of small and medium scale enterprises in a
volatile environment.
Statement of the problem
Attaining sustainability has been the major objective of any organization be it small,
medium or large in the area of profit, people and the planet but this has not always been
the case of many small and medium enterprises due to its volatile environment and the
appropriateness of sustainable strategies to adopt for their survival. Nigeria as a country
is characterized by an unstable and turbulent business environment which in turn
influences the success of non-subsidiary independent firms (small and medium
enterprises) and as well marred its main objective of ensuring the socio-economic
growth of the country. Eneh (2010) opines that three (3) out of any four (4) micro, small
and medium scale enterprises fail to exist, while nine (9) out of ten (10) willing
businessmen are scared to embark on establishing business as a result of impending
treat of the unstable environment and other factors. The survival rate of a growing
business in Nigeria is pegged at 20% borne out of a lack of appropriate strategies for its
sustainability.
Another major problem of SMEs is their inability to come up with sustainable innovation
programs as well as identifying those factors and barriers that hinder their survival in
their immediate environment, this invariably affect the appropriateness of their
corporate strategies (Jansson, Nilsson, Modig, & Vall, 2017; Revell, Stokes, & Chen,
2009). In the same vein, the majority of the existing SMEs do not embark on strategies
that ensure their sustainability in their environment. Although, the major cause of this
is the inability of the SMEs to distinguish between the long-term and short-term conflicts
vis-a-vis its effects on the sustainability of the organization (Bos-Brouwers, 2010).
In line with the above, there has been a consistent failing rate of survival of SMEs in
Nigeria due to insufficient knowledge of survival strategies to adopt for their
sustainability in a turbulent environment which invariably defeated the main objective
of SMEs to any nation. However, researchers noted that SMEs had received little or no
attention with respect to sustainability, the attention has been more on large and
multinational companies despite its huge contribution to the economic GDP growth of
the nation (Revell, Stokes, & Chen, 2009).
Therefore, an organization needs to build managerial competencies in order to be able
to compete aggressively in its industry and thereby devise a winning strategy that will
contrive superior organizational performance.
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Hypotheses and conceptual framework
Hypotheses
Ho1: Cost leadership strategy has no significant influence on the sustainability of SMEs.
Ho2: Product differentiation has no significant effect on the sustainability of SMEs.
Ho3: Cost focus strategy has no significant effect on the sustainability of SMEs.
Ho4: Combination of strategies has no significant effect on the sustainability of SMEs.

Cost Leadership
Product Differentiation

SME
Sustainability

Focus

Figure 1. Conceptual framework

Theoretical framework and literature review
The research work is underpinned by the following theories: Resource-based theory,
survival base theory and the strategic choice theory.
Survival Base Theory
This theory believes that an organization needs to survive in its environment and
therefore understanding the environment is an integral part of success as well as the
need to appreciate the appropriate strategy to adopt for survival, hence its extinction
amidst other competitors. Managers must ensure innovation both internally and
externally to ensure its sustainability amidst all forms of uncertainties. It is very
important that organization study and understands the competitive nature of its
environment in order to survive; this aid its ability to adopt a survival strategy for its
sustainability. The business environment is characterized by continuous new thinking
and a new way of acting, this implies that an organization must be innovative in thinking
to ensure its survival in the ever-changing environment.
Resource-Based Theory
This theory assumes that the resources and capabilities of an organization determine its
performance and survival in the environment it resides (Barney, 1991). These resources
could be tangible (examples of which are assets (physical) of the organization, financial
capital) intangible this ranges from quality of the product, brand name as well of the
image in respect to the brand) and personnel-based resources (technical know-how,
knowledge assets) (Grant, 1991).
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Russo and Fouts (1997) opine that the capability of an organization assists in the
achievement of competitive advantage; which is also dependent on how the
organization assembles, integrates and deploys its tangible, intangible and personnel
resources in order to attain sustainable competitive advantage thereby ensuring its
survival in its turbulent environment.
Strategic Choice Theory
This theory maintained that organizations’ decisions are targeted towards
environmental changes to ensure their growth and survival (Child, 1972; Mellahi &
Wilkinson, 2004). This theory tends to negate the view of population ecology theory that
claimed that the survival of any organization is a determinant of its environmental
factors and the ability of an individual organization to maintain its fit through its
resources and capabilities (Hannan & Freeman, 1986). The population ecology theory
lay emphasis on environmentalism neglecting the impact of proactive responses and
strategy choice of a firm in solving its environmental conundrum (Astley & Van de Van,
1983). Strategy choice theory, therefore, claims that firms’ strategies in solving any
organizational problems should be appreciated through the efforts of the decisionmakers (Peng & Heath, 1996; Pfeffer & Salancik, 2003). The strategy choice theorists
believe that firms respond actively to their environment using appropriate strategies
(Child, 1972).

Overview of small and medium scale enterprises in Nigeria
Small and Medium Scale Enterprises (SMEs) are important economic boosters and a
massive contributor to the industrial employment of any nation. SMEs have occupied a
place of pride in the heart of every nation, thus have been regarded as the “production
machine” and chemical agent for socio-economic change of any nation”. In this regard,
SMEs have been the major focus of many governments, different policies targeted
towards enhancing and allowing the sustainability and development, as well as its
performance, have been put in place, to ensure achievement of its targeted objectives.
SMEs have been viewed differently by different nations, invariably there is no one
definition for SMEs, a business that is classified as a large business in a developing
country can be viewed as a small business in a developed nation, thus variations in
definition. The National Council of Industry (2001) defines SMEs as a business
enterprise whose total cost including working capital is fifty million or less
(N50,000,000) with employees between eleven (11) and one hundred (100). Olabisi,
Olagbemi, and Atere (2011) opine that SMEs are firms with working capital (with the
exclusion of the cost of land) of seven hundred and fifty (N750,000) and a maximum
number of employees totaling fifty (50). Obafemi Awolowo University, Ile-Ife Centre for
Industrial Research and Development (CIRD) mentioned that for any business to be
classified as small scale the working capital must not be less than two hundred and fifty
thousand (N250,000) and the staff must not be less than fifty (50), they must be on
permanent payroll. In 2005, the credit guiding principle to the commercial banks by the
Central Bank of Nigeria (CBN) states that an enterprise is small if and only its annual
sales is not greater than five hundred thousand nairas (N500,000). The National Policy
on Micro Small and Medium Enterprises (MSMEs) sets the limits of very small-scale
business at an annual sale not greater than five million (N5,000,000) (Mekwunye, 2018),
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while Merchant Bank viewed it as an enterprise in which the amount for funding day to
day operations is below two hundred million (N2,000,000).

Generic strategies
There have been different views of scholars on the need for SMEs to develop strategies
and the impact on the performance and survival of SMEs. Different questions creating
varying controversies had been put up by scholars with respect to competitive
strategies. For SMEs to be competitive in their industry it is essential they develop
strategies that will guide their activities in the industry or they could as well build their
potentials to adjust to different changes within the environment thereby gaining
competitive advantages. They further noted that the environment is highly volatile,
therefore developing a single strategy and sticking to it could affect the ability of any
firm to compete effectively in the environment. Some researchers believe that mere
optimizing an organization’s productivity and maneuvers could have a greater impact
on organizational financial performance (Zhang, Vonderembse, & Lim, 2003). Other
researchers negated the above believe that for any organization to survive in its industry
there should be a strategic commitment for a stipulated period, which will guarantee a
sustainable competitive advantage (Parnell, 2010).
In the same vein, some researchers believe that choice of strategies has a greater
influence on the survival of any organization, that a set of strategies can turn around an
organization thereby attaining competitive advantage. Porter (1980) mentioned that
organization will experience “stuck in the middle” when its mixes all the three strategies
(cost leadership, differentiation, and focus), which depicts that such organization does
not have any specific or defined strategy. This view was also supported by D’ Amboise
(1993). However, in recent time this view of stuck in the middle was criticized claiming
that combination of strategies by organizations bring about competitive advantage
(Miller & Dess, 1993) and this was termed as ‘hybrid strategy’ or ‘mixed strategy’ or
‘combination strategy’ or ‘paradoxical strategy’ (Caloghirou, Protogerou, Spanos, &
Papagiannakis, 2004; Parnell, 2010; Thornhill & White, 2007). These researchers
believe that when an organization combines its strategies it opens opportunities,
thereby giving them the opportunity to compete effectively and attain competitive
advantages. Although researches on these are few.
Porter’s generic strategies
These are strategies adopted by the organization in order to gain advantages in their
industry. These strategies were explained by Michael Porter and further divided into
three. The strategies were used in gaining competitiveness and getting a greater market
share compared to other competitors. These strategies are cost leadership strategy,
differentiation strategy, and focus strategy. Porter (1980; 1985) argue that firms are
open to two major competitive strategies, which are low cost and differentiation. An
organization that follows any one of the two strategies is referred to as a pure strategic
organization (Thornhill & White, 2007) and such an organization will achieve an aboveaverage rating in its performance. Porter argued further that the pre-conditions for the
two strategies differ as well as what an organization will invest to adopt either of the
strategies. Such organization can also make a strategic choice of operating in either a
general (broad) market or to concentrate on a specific segment of the market (focus
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strategy); a process of carving a niche for itself, and still adopting any two of the low cost
or differentiation strategy in the market he has decided to stay.
Cost leadership and sustainability of small and medium enterprises
This is one of the generic strategies and the attention of this strategy is directed towards
attaining competitive advantage by ensuring the lowest cost in the industry (Bauer &
Colgan, 2011). Cost leadership strategy could be achieved when an organization
embarks on low-cost manufacturing, hire committed employees and outsource those
activities that are devoid of cost advantage. Porter (2008) opines that cost leadership
can be achieved when an organization embraces different ways of reducing its overhead
cost and another associated cost in a bid to ensure low cost in the sales of its products.
Combination of strategies
Different researchers have worked on the effect of a combination of strategies on the
performance of an organization, they further looked at the appropriateness of
combining cost leadership with differentiation strategies (examples Helms, Dibrell, &
Wright, 1997; Parnell & Harsshey, 2005; Caloghirou, Protogerou, Spanos, &
Papagiannakis, 2004; Thornhill & White, 2007). Porter (1985) opines that organizations
that do not have a specific strategy will find itself ‘stocked in the middle’ and this will
have a negative impact on its performance. He argued further that the organization that
combines two or more strategies is definitely going to be stocked in the middle, which
is combining low cost and differentiation strategies. In line with this, some researchers
argued against its view that an organization can combine strategies in order to perform
excellently in its industry as compared to an organization with only one strategy. Murray
(1988) mentioned that all strategies have what determines it, as cost leadership is
determined by organizations' structural factors while product differentiation is
determined by customers’ preferences and an organization can combine these two
strategies for better performance and sustainability. Fjeldstad and Haanœs (2001)
consider that a turbulent environment can result in changing strategies in order to attain
sustainability. It was also noted by Anand and Ward (2004), Parnell and Harsshey
(2005) that a combination of strategies can allow for strength and flexibility in an
organization, which in turn brings about sustainability. Researchers have also
introduced total quality management in explaining the positive impact of a combination
of strategies (Reitsperger, Daniel, Tallman, & Chismar, 1993; Leonard & McAdam, 2001),
the resource-based theory was also connected with a combination of strategies for its
multiplier effects (Parnell, 2000). Also, innovation researchers mentioned the need for
combination of strategies in improving their innovativeness and competitiveness, that
combining low cost and differentiation in a situation when a new product is to be
launched into a market grants the organization more opportunities and also allows for
reduction in the cost of the products (Helm et al., 1997).
Helms et al. (1997) opine that SMEs that combine strategies will perform better than
SMEs that adopt a pure strategy. Caloghirou, et al. (2004) claimed that hybrid strategies
are far better and more profitable than pure strategies, and the former attains more
sustainability than the latter. In contrast, Thornhill and White (2007) claim that firm
that adopt pure strategies do perform better than SMEs that adopt combination of
strategies while Wu, Lin, and Chen (2007) negate this view by proposing that SMEs that
combine low cost and differentiation strategies will have higher profit in the industry,
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even at the period of any turbulent environment (economic) unlike a pure strategy SMEs
that would be faced with challenges during any economic downturn.

Methodology
The study adopted quantitative research methods using descriptive research design and
purposive sampling procedures. A constructed questionnaire was used in this study to
find out the effect of Survival Strategies on Organizational Sustainability in small and
medium scale enterprises. The Likert Scales, which is the most common and widely used
scale was applied to this questionnaire
The population of this study was SMEs in Lagos State and due to the large population, a
stratified random sampling technique was used to select the population as samples of
the study. Three hundred and fifty (350) questionnaires were distributed in banks
within the Lagos Mainland and Lagos Island axis. Two hundred and ninety-eight
questionnaires were retrieved All the questionnaires were retrieved which depicts an
85% response rate. The data was analyzed using Structural Equation Model (SEM)
technique with the aid of SPSS AMOS 22. The study employed the two-step approach by
Anderson and Gerbing (1998), a measurement model was first carried out to ascertain
the model fit, before the structural model which is was used to analyses the hypotheses
of the study. The measurement model is imperative to ascertain if the observed
variables of the latent variables measure the latent variables. Base on the model fit a
structural model that entails the test of the study hypotheses will be analyzed.
To ascertain the model fit certain parameters, must be met. Some parameters such as
the chi-square statistic, comparative fit index (CFI), Goodness fit index (GFI), Adjusted
Goodness of fit index (AGFI), Standard root-mean-square residual (SRMR), Root-meansquare error of approximation (RMSEA) all in line with (Hu & Bentler, 1999)
Results and discussion of findings
Table 1. Demographic variables
Years of existence
Frequency
Percentage
10 years & below
84
28.2
11-20 years
132
44.3
Above 20 years
82
27.5
The above table indicates that eighty-four (84) are below 10years, those above 20 years
are eighty-two, while most of the organization are above 11-20 years. This shows that
majority of the SMEs can sustain themselves in their industry adopting either pure or
combination of strategies.
Table 2. Firm characteristics
Size of firm
Frequency
Percentage %
10-49
124
41.6
50-199
147
49.3
200 & Above
27
9.1
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The above indicates that the majority of respondents for this research were from SMEs
that employed 50-199 staff, with a value of 49.6%, while the category of SMEs that
employed between 10-49 staff had a score of 41.6%. The remaining 9.1% was for SMEs
that have 200 and above staff. This further shows that 90.2% of the SMEs used with
Lagos Island and Lagos Mainland fell under the category of small and medium scale
industry.

Results
Measurement model

Key: CLS: Cost Leader Strategy; PDS: Product Differentiation Strategy; CFS: Cost Focus Strategy; SUS:
Sustainability

Figure 2. Measurement model
The measurement model shows the factor loading for each of the indicators of the latent
variable. The model also shows the covariances amongst the latent variables. From the
confirmatory factor analysis of the latent variables (cost leadership strategy, product
differentiation strategy, cost focus strategy, and sustainability) tested. From the
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observed variables of cost leadership strategy (CLS), six items were deleted. These are
CLS1, CLS2, CLS3, CLS4. CLS5, CLS10. Also, from the observed variables of product
differentiation strategy (PDS), four items were deleted. These items are PDS1, PDS2,
PDS3, PDS4. Furthermore, from the observed variables of cost focus strategy (CFS), six
items were deleted. These items are CFS5, CFS6, CFS7, CFS8, CFS9, CFS10. Finally, from
the observed variables of sustainability (SUS), four items were deleted. These items are
SUS1, SUS2, SUS3, SUS4. After the deletion of these items from each of the latent
constructs and model fit was achieved as shown in the table below.
Table 3. Latent constructs and model fit (Hu & Bentler, 1999)
Threshold limit
Measure
Current study model
(Hu & Bentler, 1999)
Chi-Square/df (cmin/df) < 3 good; < 5 permissible
1.997
p-value
> .05
.000
CFI
>.90 good; > permissible
.951
GFI
>.95
.903
AGFI
>.80
.874
SRMR
<.09
.041
RMSEA
<.05 good; <.05-.10 moderate
.058
The measurement model indicates that the Chi-Square = 321.558; df. 161, p = 0.000,
indicating that the likelihood of obtaining a discrepancy as large as 321.588 is 0.000,
when the discrepancy obtained is divided by the degree of freedom (CMIN/df), the value
of 1.997 is obtained. This value of CMIN/df is within the recommended threshold of < 3.
Indicating a good model fit. In addition, a number of other established fit indexes need
to be obtained as stated in Table 1, though Hu and Bentler (1999) opine that a model is
deemed acceptable if it satisfies one of the two major conditions. That is the RMSEA is <
0.06 and CFI > 0.95 or the RMSEA is < 0.06 and SRMR < 0.08. For this study model, these
conditions were met. Based on the above table, the majority of the estimates were found
to meet the threshold limit in line with Hu and Bentler (1999). Implying CFA for the
study model is acceptable and that the theorized model fits well with the data collected
for the study. Therefore, the need to validate the instruments, before testing the study
hypotheses.
Table 4. Composite Reliability, Convergent and Discriminant Validity
CR
AVE
MSV
SUS
CLS
PDS
CFS
SUS
0.892
0.582
0.158
0.763
CLS
0.855
0.598
0.048
0.218
0.773
PDS
0.873
0.535
0.158
0.398
0.203
0.732
CFS

0.878

0.648

0.038

-0.001

0.166

0.196

0.805

Key: CR (Composite Reliability); AVE (Average Variance Extracted); MSV (Maximum Shared
Variance); SUS (Sustainability); CLS (Cost Leadership Strategy); PDS (Product Differentiation
Strategy); CFS (Cost Focus Strategy); Diagonal (Italics values) represents the square root of AVE; offdiagonal is inter-item correlation among constructs.

From the table, the CR of the study variables is above the recommended threshold of .70
in line with Fornell and Larker (1981). For sustainability the CR value is 0.892; for cost
leadership strategy the CR value is 0.855; for product differentiation strategy; the CR
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value is 0.873 while for cost focus strategy; the CR is 0.878. The result of the convergent
validity of the latent variables, which measures how the indicators of the latent
construct correlate with each other, reveals that the AVE for sustainability is 0.582, for
cost leadership strategy is 0.598, for product differentiation strategy is 0.535, while for
cost focus strategy is 0.648. indicating that the AVE for all the latent constructs of the
study is above 0.5 (Fornell & Larker, 1981). While the discriminant validity which shows
how indicators of each latent variables are unique was also valid; since the square root
of the AVE as indicated by the diagonal value of each variable (sustainability 0.763, cost
leader strategy 0.773, product differentiation strategy 0.732, and cost focus strategy
0.805) are all greater than the correlations of each variable. Thus, the reliability,
convergent validity and discriminant validity for the study were confirmed. Based on
the validity of the study instrument, the researcher proceeded and conducted the
analysis for the study hypotheses.
Structural model and hypotheses testing
To address the hypotheses of the study, the result of multiple regression revealed that
cost leadership strategy had a positive significant influence on the sustainability of SMEs
(β = 0.16: p < 0.05). the result of the second hypothesis revealed that product
differentiation strategy had a positive significant influence on the sustainability of SME
(β = 0.37; p < 0.05). the result of hypothesis three revealed that no significant
relationship exists between cost focus strategy and sustainability (β = -0.12; p > 0.05).
Furthermore, the R2 value indicates that 17% of the variance in the sustainability of
SMEs is caused by cost leadership strategy, product differentiation strategy and cost
focus strategy. The remaining 83% is accounted for by the unique factor e1 in the model.

Figure 3. Structural model
Table 5. Regression weight of the study variables
Estimate
S.E.
C.R.
P
SUS <--- CLS
.186
.064
2.900
.004
SUS <--- PDS
.341
.051
6.721
***
SUS <--- CFS
-.145
.068 -2.122 .034
The result of the unstandardized regression weight revealed that the probability of
getting a critical ratio of 2.900 is in the absolute value of 0.004. implying that the
regression weight for cost leader focuses on the prediction sustainability is significantly
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different from 0 at .004. similarly, the probability of getting a critical ratio of 6.721 is in
the absolute value of 0.000. implying that the regression weight for product
differentiation strategy in the prediction sustainability is significantly different from 0
at .000. Also, the probability of getting a critical ratio of -2.122 is in the absolute value of
0.034. implying that the regression weight for cost focus strategy in the prediction of
sustainability is significantly different from 0 at .034.
Table 6. Standardized regression weight
Estimate
SUS <--- CLS
.157
SUS <--- PDS
.366
SUS <--- CFS
-.115
The result of table 6 shows that when a cost leader strategy increases by 1 standard
deviation, sustainability will also increase by 0.157. Also, when a product differentiation
strategy increases by 1 standard deviation, sustainability will also increase by 0.366.
Furthermore, when a cost leader strategy increases by 1 standard deviation,
sustainability will also increase by 0.115.
Furthermore, the result of the fourth hypothesis shows a significant positive influence
of the survival strategy on the sustainability of SMEs (β = 0.52; p > 0.05). implying that
the combined effect of the three strategies has a greater impact than when viewed
individually. With an R2 value of 27% accounted for by the combined influence of the
three strategies. While the remaining 73% was accounted for by the unique factor e21.

SU
CL
PD
CF

Table 7. Regression weight for the study
Estimate
S.E.
C.R.
P
<--- SUSTRA
1.301
.398 3.270 .001
<--- SUSTRA
1.000
<--- SUSTRA
1.652
.594 2.782 .005
<--- SUSTRA
.567
.247 2.295 .022

Table 8. Standardized regression weight of the study
Estimate
SU <--- SUSTRA
.521
CL <--- SUSTRA
.324
PD <--- SUSTRA
.743
CF <--- SUSTRA
.221
Discussion of findings
The purpose of this research is to evaluate the research model encompassing CLS, PDS,
CFS, and SUS in the small and medium scale enterprises in Lagos State. The result of the
two-stage approach which includes CFA and SEM was used to validate the effect of CLS
on SUS. Results indicated that there exists a positive impact of CLS on SUS. The effect of
PDS on SUS indicated that there exists a positive impact of PDS on SUS if SMEs embarks
on product differentiate it aids its ability to target different categories of customers in
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respects to its products. In the same vein, the impact of CFS on SUS indicated that there
exists a negative impact of CFS on SUS the study establishes that there is a nonsignificant negative relationship between CFS and SUS. On the combined effect of CLS,
PDS, CFS on SUS, the result indicates there is a positive relationship amongst the
variables which brings about competitive advantage to SMEs this is supported by
Caloghirou, et al. (2004), Parnell and Hershey (2005), Thornhill and White (2007).

Conclusion
This research work was able to contribute to the wealth of knowledge of survival
strategies and sustainability of SMEs. As most people believed that SMEs are relatively
small and the use of strategies in attaining sustainability may not be necessary or even
if the need arises, they can only carve a niche in their respective market to attain
sustainability due to huge of capital involved in the use of strategies, this was critically
negated in this work. This work was able to establish that though SMEs are relatively
small, they do embark on strategies that vary from cost leadership, product
differentiation, as well as focus strategies and in some cases, combine two or more of
these strategies in order to gain a competitive advantage in their industry.
This research work was able to prove that most of the SMEs that adopt either cost
leadership or product differentiation tend to attain better performance and
sustainability which is line with the view of Porter’s (1980), who claimed that any
organization that adopts either differentiation or cost leadership as a pure strategy will
definitely achieve above average as well as Pelham (2000). This work was also able to
prove that product differentiation had a greater impact than cost strategy, which
negated the view of Moreno and Casllas (2008) that opined that cost leadership had a
greater impact than differentiation. The focus (cost) showed a negatively insignificant
effect on sustainability, which implies that for any firm to attain competitive advantage
and sustainability in its industry the adoption of Focus as its main strategy is
inappropriate. This is in line with the view of Porter (1980, 1985) that there exist only
two major competitive strategies; differentiation and low cost, any firm that decides to
adopt any of the pure strategies will in-turn achieve competitive advantage as well as
sustainability. He further argued that such a firm will also need to make a strategic
choice in terms of the market to operate, which could either be a broad or specific
market. This further implies that a firm can follow a cost or differentiation strategy
either in a broad or specific market. Although it is mainly believed that SMEs adopts
focus strategy (Gibcus & Kemp, 2003) but this has been proven by this work that; for
SMEs to be relevant in its market it must embark on differentiation strategy through the
use of either product innovation or product quality on one side or the use of cost
leadership strategy (Ebben & Johnson, 2005) and also on its strategic choice to back it
up with focus strategy.
Furthermore, the use of a combination of strategies yielded a greater impact on
organizational performance and sustainability as compared to the use of pure strategy,
this negates the view of Porter. This work was able to prove that the use of strategies
has gone beyond cost versus differentiation rather SMEs should embark a combination
of strategies to gain a competitive advantage in its industry regardless of the
environmental turbulence. This is in line with the view of Murray (1988), Anand and
Ward (2004), Parnell and Hershey (2005) that combination strategy allows a firm to
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maintain greater agility and flexibility in offering products that focus either more on cost
or on a specific product feature.
In the same vein, most researchers had concentrated greater effort on large firm, or
unable to distinguish the resultant effect of the use of combination of strategy on either
large or small firms, but assumed that combination of strategy is an appropriate strategy
for both type of firm (Helms et al., 1997; Spanos, Prastacos, & Papadakis 2001) rather
this work was solely conducted on SMEs and was able to prove that SMEs adopt
combination of strategies to attain sustainability in their turbulent environment which
negate the view that combination of strategies are for the large firms.
Conclusively, for any SMEs to compete effectively in its industry thereby attaining
sustainability must embark on strategic choice either to follow pure strategy or
combination of strategy but any SMEs that take to the option of not embarking on any
strategic choice will definitely be stuck in the middle thereby finding difficult to compete
effectively in its industry and unable to attaining sustainability.

Recommendations
The recommendations for this research work are as follows:
1. SMEs must at every point in time embarks on strategic choice either to follow a pure
strategy or combination of strategy to guarantee its sustainability in its industry. The
idea of “any-strategy-goes” or “we are relatively small and no need for any strategy”
must be avoided in order to prevent stuck in the middle which hinders its
competitiveness and sustainability in its industry.
2. adoption of a combination of strategies has been proven in this research work to have
a greater impact on SMEs sustainability, invariably SMEs must combine strategy and
avoid the idea of creating a niche in its market to save its head from any form of
competition
3. differentiation strategy which has been discovered to be an effective strategy in
gaining competitive advantage in any business environment must be passionately used
by SMEs to ensure their survival
4. SMEs must embark on low-cost manufacturing, hire committed employees and
outsourced those activities that are devoid of cost advantage.
5. SMEs should be committed and be disciplined with their strategies and avoid the idea
of using any form of strategies that comes their way.

Limitation and direction of future study
The research work made use of respondents from SMEs in Lagos mainland and Lagos
island of Lagos state in the country, which serve as a weakness and was also confined to
a single location in southwestern Nigeria, it is therefore suggested that future research
on survival strategies and sustainability of SMEs can attempt to engage respondents
from different geographical locations.
Similarly, this work focused majorly on the impact of survival strategies on
sustainability with specific emphasis on different sectors of SMEs in Lagos State. Other
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research work on a comparative study of SMEs to determine the resultant effect of
survival strategies on their sustainability and as well as measuring their
competitiveness and performance in a turbulent environment.

References
Anderson, J.C., & Gerbing, D.W. (1988). Structural equation modeling in practice: A
review and recommended two-step approach. Psychological Bulletin, 103(3),
411-423.
Anand, G., & Ward, P. T. (2004). Fit, flexibility and performance in manufacturing:
coping with dynamic environments. Production and Operations Management,
13(4), 369-385.
Appiah, F.F., Pesakovic, G., & Amaria, P. (2008). Relationship between quality
management practices and the performance of small and medium-size
enterprises (SMEs) in Ghana. International Journal of Quality & Reliability
Management, 25(7), 694-708.
Aragon-Correa, J.A., Hurtado-Torres, N., Sharma, S., & García-Morales, V.J. (2008).
Environmental strategy and performance in small ﬁrms: a resource-based
perspective. Journal of Environmental Management, 86(1), 88-103.
Arena, M., & Azzone, G. (2012). A process-based operational framework for
sustainability reporting in SMEs. Journal of Small Business and Enterprise
Development, 19(4), 669-686. DOI: 10.1108/14626001211277460.
Astley, W.G., & Van de Ven, A.H. (1983). Central perspectives and debates in
organization theory. Administrative Science Quarterly, 28(2), 245–273.
Barney, J. (1991). Special theory forum the resource-based model of the firm: origins,
implications, and prospects. Journal of Management, 17(1), 97-98.
Bauer, C., & Colgan, J. (2001). Planning for electronic commerce strategy: an explanatory
study from the financial services sector. Logistics Information Management,
14(1/2), 24-32.
Bos-Brouwers, H.E.J. (2010). Sustainable innovation processes within small and mediumsized enterprises. Amsterdam, NL: VU.
Bowen, M., Morara, M., & Mureithi, M. (2009). Management of business challenges
among small and micro enterprises in Nairobi-Kenya. KCA Journal of Business
Management, 2(1), 16-31.
Caloghirou, Y., Protogerou, A., Spanos, Y., & Papagiannakis, L. (2004). Industry-Versus
Firm-specific Effects on Performance: Contrasting SMEs and Large-sized Firms.
European Management Journal, 22(2), 231-243.
Child, J. (1972). Organizational structure, environment and performance: The role of
strategic choice. Sociology, 6(1), 1–22.
D’Amboise, G. (1993). Do small business manifest a certain strategic logic? An approach
for identifying it. Journal of Small Business and Entrepreneurship, 11(1), 8-17.
Ebben, J.J., & Johnson, A.C. (2005). Efficiency, flexibility, or both? Evidence linking
strategy to performance in small firms. Strategic Management Journal, 26(13),
1249–1259
Eneh, O.C. (2010). Survival strategies for entrepreneurs in dwindling Nigerian economy.
Asian Journal of Industrial Engineering, 2(2), 52-62.
Fjeldstad, Ø.D., & Haanœs, K. (2001). Strategy tradeoffs in the knowledge and network
economy. Business Strategy Review, 12(1), 1-10.

568 | Sunday Abayomi ADEBISI, Nimota Adefunke BAKARE
Survival Strategies and Sustainability of Small and Medium Enterprises in a Volatile Environment

Fornell, C., & Larcker, D.F. (1981). Evaluating structural equation models with
unobservable variables and measurement error. Journal of Marketing Research,
18(3), 382-388.
Gibcus, P., & Kemp, R. (2003). Strategy and small firm performance, Research Report
H200208, January, EIM, Zoetermeer.
Grant, R.M. (1991). The resource-based theory of competitive advantage: implications
for strategy formulation. California Management Review, 33(3), 114-135.
Hannan, M.T., & Freeman, J. (1986). Where do organizational forms come from?. Social
Forum, 1, 50-72.
Helms, M.M., Dibrell, C., & Wright, P. (1997). Competitive strategies and business
performance: Evidence form the adhesives and sealants industry. Management
Decision, 35(9), 689–703.
Hörisch, J., Johnson, M.P., & Schaltegger, S. (2014). Implementation of sustainability
management and company size: A knowledge-based view. Business Strategy and
the Environment, 24(8), 765-779.
Hu, L.T., & Bentler, P.M. (1999). Cutoff criteria for fit indexes in covariance structure
analysis: conventional criteria versus new alternatives. Structural Equation
Modeling, 6(1), 1–55.
Jansson, J., Nilsson, J., Modig, F., & Vall, G.H. (2017). Commitment to sustainability in
small and medium-sized enterprises: the influence of strategic orientations and
management values. Business Strategy and the Environment, 26(1), 69-83.
Leonard, D., & McAdam, R. (2001). The relationship between total quality management
(TQM) and corporate strategy: the strategic impact of TQM. Strategic Change,
10(8), 439-448.
Mekwunye, U. (2018). Nigeria: Small and Medium Scale Enterprises in Nigeria – An
Overview of Initial Set Up. Mondaq, November 22. Retrieved from
http://www.mondaq.com/Nigeria/x/757432/Directors+Officers/Small+And+M
edium+Scale+Enterprises+In+Nigeria+An+Overview+Of+Initial+Set+Up.
Mellahi, K., & Wilkinson, A. (2004). Organizational failure: A critique of recent research
and a proposed integrative framework. International Journal of Management
Reviews, 5(1), 21–41.
Miller, A., & Dess, G. (1993). Assessing Porter’s model in terms of its generalizability,
accuracy, and simplicity. Journal of Management Studies, 30(4), 553-585.
Motwani, J., Mirchandani, D., Madan, M., & Gunasekaran, A. (2002). Successful
implementation of ERP projects: evidence from two case studies. International
Journal of Production Economics, 75(1), 83-96.
Moreno, A.M., & Casillas, J. C. (2008). Entrepreneurial orientation and growth of SMEs: A
causal model. Entrepreneurship Theory and Practice, 32(2), 507–528. doi:
10.1111/j.1540-6520.2008.00238.x.
Muller, P., Devnani, S., Julius, J., Gagliardi, D., & Marzocchi, C. (2016). Annual Report on
European SMEs 2015/2016: SME Recovery continues. European Commission
Retrieved from
https://ec.europa.eu/jrc/sites/jrcsh/files/annual_report__eu_smes_2015-16.pdf.
Murray, A.I. (1988). A contingency view of Porter’s ‘‘generic strategies’’. Academy of
Management Review, 13(3), 390–400.
Olabisi, S.Y., Olagbemi, A.A., & Atere, A.A. (2011). Factors affecting small-scale
enterprises performance in informal economy in Lagos State Nigeria. Africa
Journal of Enterprises Management, 1(13), 201-212.
Parnell, J.A. (2000). Reframing the combination strategy debate: Defining forms of
combination. Journal of Applied Management Studies, 9(1), 33–54.

Management Dynamics in the Knowledge Economy | 569
Vol.7 (2019) no.4, pp.553-569; www.managementdynamics.ro

Parnell, J.A. (2010). Strategic clarity, business strategy and performance. Journal of
Strategy and Management, 3(4), 304-324. doi: 10.1108/17554251011092683.
Parnell, J.A., & Hershey, L. (2005). The strategy-performance relationship revisited: The
blessing and curse of the combination strategy. International Journal of
Commerce and Management, 15(1), 17-33. doi: 10.1108/10569210580000220.
Pelham, A.M. (2000). Market orientation and other potential influences on performance
in small and medium-sized manufacturing firms. Journal of Small Business
Management, 38(1), 48–67.
Peng, M.W., & Heath, P.S. (1996). The growth of the ﬁrm in planned economies in
transition: Institutions, organizations, and strategic choice. Academic
Management Journal, 21(2), 492–528.
Pfeffer, J., & Salancik, G.R. (2003). The external control of organizations: A resource
dependence perspective. San Francisco, CA: Stanford University Press.
Porter, M.E. (1996). What is Strategy?. Harvard Business Review, November-December,
61-78.
Porter, M. (1980). Competitive strategy: Techniques for analyzing industries and
competitors. New York, NY: The Free Press.
Porter, M.E. (2008). Competitive Advantage: creating and sustaining superior
performance. New York, NY: Simon and Schuster.
Reitsperger, W.D., Daniel, S.J., Tallman, S.B., & Chismar, W.G. (1993). Product quality and
cost leadership: compatible strategies?. MIR: Management International Review,
33(1), 7-21.
Revell A., Stokes D., & Chen H. (2009). Small businesses and the environment: turning
over a new leaf. Business Strategy and the Environment, 19(5), 273-288. doi:
10.1002/bse.628.
Russo, M.V., & Fouts, P.A. (1997). A resource-based perspective on corporate
environmental performance and profitability. Academy of Management Journal,
40(3), 534-559.
Spanos, Y.E., Prastacos, G., & Papadakis, Y. (2001). Greek firms and EMU: Contrasting
SMEs and large-sized enterprises. European Management Journal, 19(6), 638–
648. doi: 10.1016/S0263-2373(01)00089-5.
Thornhill, S., & White, R.E. (2007). Strategic purity: A multi-industry evaluation of pure
vs. hybrid business strategies. Strategic Management Journal, 28(5), 553-561. doi:
10.1002/smj.606.
Williams, S., & Schaefer, A. (2013). Small and medium-sized enterprises and
sustainability: Managers' values and engagement with environmental and
climate change issues. Business Strategy and the Environment, 22(3), 173-186.
doi: 10.1002/bse.1740.
Wu, H.-L., Lin, B.-W., & Chen, C.-J. (2007). Contingency view on technological
differentiation and firm performance: Evidence in an economic downturn. R&D
Management, 37(1), 75–88. doi: 10.1111/j.1467-9310.2007.00451.x.
Zhang, Q., Vonderembse, M.A., & Lim, J. (2003). Manufacturing flexibility: Defining and
analyzing relationships among competence, capability, and customer satisfaction.
Journal of Operations Management, 21(2), 173–191. doi: 10.1016/S02726963(02)00067-0.

Received: September 21, 2019
Accepted: December 17, 2019

