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Abstract

This study examined the effect of digital transformation practices on operational efficiency of small and medium
enterprises (SMEs) in selected urban areas of Lagos State, Nigeria. Specifically, it assessed the impact of digital
automation, communication platforms, and cloud-based systems on cost efficiency, workflow effectiveness, and
speed of service delivery. Four research questions guided the study, focusing on the relationships between digital
transformation practices and operational efficiency in SMEs. The study employed a cross-sectional survey
design. The population consisted of 320 SME owners and managers across Ikeja, Oshodi—Isolo, Surulere, and
Ojo LGAs. A sample of 218 respondents (68% response rate) was selected using a combination of purposive,
convenience, and stratified random sampling techniques. Data were collected using the validated Digital
Transformation and Operational Efficiency Questionnaire (DTOEQ), comprising 7 items on digital
transformation practices and 7 items on operational efficiency, measured on a 4-point Likert scale. Reliability
was confirmed through a pilot study with 20 participants (Cronbach’s alpha = 0.85). Data were analyzed using
descriptive statistics for research questions and inferential statistics (Multiple Regression and Pearson
Correlation) for hypothesis testing at 0.05 significance. Findings revealed that digital automation,
communication platforms, and cloud-based systems significantly improve cost efficiency, workflow
effectiveness, speed of service delivery, and overall operational efficiency of SMEs. The study concluded that
digital transformation is crucial for enhancing SME performance and competitiveness. It recommended
widespread adoption of digital tools, staff training, and supportive policies to promote technology-driven
efficiency in SMEs.

Keywords: Cloud-based systems, Digital automation, Digital communication platforms, Operational efficiency,

SMEs

1 Introduction

Digital transformation has become a defining feature of
contemporary business operations, reshaping how
organizations create value, compete, and sustain
performance in an increasingly digital economy. Across the

globe, businesses are integrating digital technologies into

their operational processes to enhance efficiency,
responsiveness, and overall productivity. Digital
transformation practices such as automation, cloud

computing, digital communication platforms, and data-
driven decision-making have been widely recognized as
critical ~drivers of organizational efficiency and
competitiveness (Vial, 2021). For small and medium
enterprises (SMEs), these practices are not merely optional
innovations but essential tools for survival in dynamic and
technology-driven markets.

Small and medium enterprises play a vital role in
national economic development, particularly in developing
economies such as Nigeria. SMEs contribute significantly
to employment generation, poverty reduction, innovation,
and gross domestic product growth. In Lagos State, which
serves as Nigeria’s commercial and economic hub, SMEs
dominate the business landscape across sectors such as
retail, manufacturing, services, and technology. Despite
their economic importance, many SMEs in Lagos State
continue to face operational inefficiencies, including high
operating costs, slow service delivery, limited scalability,
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and poor process coordination, which threaten their long-
term sustainability (Adeleke & Adebayo, 2022).

Digital transformation offers SMEs the opportunity to
address these operational challenges by streamlining
workflows, reducing transaction costs, and improving
service delivery speed. The adoption of digital tools enables
SMEs to automate routine processes, improve internal
communication, and enhance customer engagement.
Studies have shown that firms that strategically integrate
digital technologies into their operations tend to achieve
higher levels of operational efficiency compared to those
relying on traditional business models (Kraus et al., 2022).
However, the extent to which these benefits are realized
largely depends on the nature and depth of digital
transformation practices adopted by the enterprise.

In the Nigerian context, the adoption of digital
transformation practices among SMEs remains uneven and
influenced by several factors, including infrastructure
limitations, digital skills gaps, financial constraints, and
organizational readiness. While Lagos State benefits from
relatively better digital infrastructure compared to other
parts of the country, many SMEs still struggle to fully
leverage digital technologies to enhance operational
efficiency (Olatunji, Adeyemi, & Ogundele, 2021). This
uneven adoption raises concerns about whether digital
transformation initiatives are effectively translating into
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improved operational outcomes for SMEs operating within
urban areas of Lagos State.

Existing empirical studies on digital transformation
and firm performance have largely focused on large
corporations or developed economies, leaving limited
context-specific evidence on SMEs in emerging markets
such as Nigeria. Where studies exist, many emphasize
financial performance indicators, with less attention paid to
operational efficiency dimensions such as process speed,
cost effectiveness, and workflow coordination (Soto-
Acosta, 2020). This creates a research gap regarding how
digital transformation practices specifically influence
operational efficiency among SMEs within Nigeria’s urban
business environment.

Furthermore, the unique characteristics of Lagos
State—such as high market competition, rapid
urbanization, and intense customer demand—make it a
compelling setting for examining the relationship between
digital transformation practices and operational efficiency.
SMEs in urban Lagos operate under significant pressure to
deliver timely and efficient services, making digital
solutions particularly relevant to their operational success.
Understanding how these enterprises adopt and utilize
digital technologies can provide valuable insights for
business owners, policymakers, and development agencies
seeking to strengthen SME performance (Afolayan &
Abiodun, 2023).

Against this background, this study examines the effect
of digital transformation practices on the operational
efficiency of small and medium enterprises in selected
urban areas of Lagos State, Nigeria. By empirically
investigating this relationship, the study seeks to contribute
to the growing body of knowledge on digital transformation
in developing economies while providing practical
implications for SME managers and policymakers. The
findings are expected to inform strategic decisions on
digital adoption and support initiatives aimed at enhancing
SME operational efficiency and sustainability in Lagos
State.

1.1 Statement of the Problem

Despite the growing availability of digital technologies
and increased policy attention toward digitalization, many
small and medium enterprises in Lagos State continue to
experience persistent operational inefficiencies. These
inefficiencies manifest in high operational costs, slow
service delivery, fragmented workflows, and limited
scalability, which undermine competitiveness and long-
term sustainability. Although digital transformation
practices are widely promoted as solutions to these
challenges, evidence suggests that the adoption and
effective utilization of such practices among SMEs in
Lagos State remain inconsistent and uneven. Several
enterprises invest in digital tools without achieving
measurable improvements in efficiency, raising concerns
about the actual impact of digital transformation on day-to-
day operations. Moreover, existing empirical studies on
digital transformation have largely focused on large firms
or foreign contexts, providing limited context-specific
evidence on how digital transformation practices affect the
operational efficiency of SMEs within Nigeria’s urban
business environment. This gap in empirical understanding
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creates uncertainty for business owners, policymakers, and
development stakeholders seeking to promote digitalization
as a pathway to improved SME performance in Lagos State.

1.2 Purpose of the Study

The purpose of this study was to examine the effect of
digital transformation practices on the operational
efficiency of small and medium enterprises in selected
urban areas of Lagos State, Nigeria. Specifically, the study
sought to assess how the adoption of digital tools and
systems influences key operational outcomes such as cost
efficiency, workflow effectiveness, speed of service
delivery, and overall productivity among SMEs. By
empirically investigating this relationship, the study aimed
to provide evidence-based insights that could guide SME
owners in making informed digital investment decisions
and support policymakers in designing targeted
interventions to enhance SME operational performance.

1.3 Objectives of the Study

The study was guided by the following objectives:

To examine the effect of digital automation practices
on the cost efficiency of small and medium enterprises
in selected urban areas of Lagos State.

To assess the influence of digital communication
platforms on workflow effectiveness among small and
medium enterprises in Lagos State.

To determine the effect of cloud-based digital systems
on the speed of service delivery of small and medium
enterprises in Lagos State.

To evaluate the relationship between digital
transformation practices and overall operational
productivity of small and medium enterprises in Lagos
State.

1.

1.4 Research Questions

The following research questions were formulated to
guide the study:
1. What effect do digital automation practices have on the
cost efficiency of small and medium enterprises in
selected urban areas of Lagos State?
How do digital communication platforms influence
workflow effectiveness among small and medium
enterprises in Lagos State?
To what extent do cloud-based digital systems affect
the speed of service delivery of small and medium
enterprises in Lagos State?
What  relationship  exists  between  digital
transformation practices and overall operational
productivity of small and medium enterprises in Lagos
State?
1.5 Null Hypotheses
The following null hypotheses were tested at a 0.05
level of significance:

1. Digital automation practices have no significant effect
on the cost efficiency of small and medium enterprises
in selected urban areas of Lagos State.

2. Digital communication platforms have no significant

influence on workflow effectiveness among small and
medium enterprises in Lagos State.
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3. Cloud-based digital systems have no significant effect
on the speed of service delivery of small and medium
enterprises in Lagos State.

4. There is no significant relationship between digital
transformation practices and overall operational
productivity of small and medium enterprises in Lagos
State.

2. Methodology
2.1 Research Design

The study adopted a cross-sectional survey research
design. This design was considered appropriate because it
allowed data to be collected from a wide range of small and
medium enterprise owners and managers at a single point
in time, thereby capturing their current digital
transformation practices and operational efficiency levels.
The cross-sectional approach enabled the researcher to
examine variations in digital adoption and operational
outcomes across different SMEs without manipulating the
study variables. It was also suitable for identifying
relationships and effects among variables within a real-life
business setting, making it ideal for empirical studies
involving organizational practices and performance.
Additionally, the design supported the use of quantitative
data analysis techniques such as correlation and regression,
which enhanced the reliability and generalizability of the
study findings.

2.2 Population, Sample and Sampling Technique

Population: The population of this study comprised
owners and managers of registered Small and Medium
Enterprises (SMEs) operating within selected urban Local
Government Areas of Lagos State, Nigeria, namely Ikeja,
Oshodi-Isolo, Surulere, and Ojo Local Government Areas.
These locations were selected because they represent major
commercial and industrial hubs with high concentrations of
SME activities in Lagos State.

According to reports by the Small and Medium
Enterprises Development Agency of Nigeria (SMEDAN)
in collaboration with the National Bureau of Statistics,
Lagos State accounts for the highest concentration of SMEs
in Nigeria, with a significant proportion located within
urban LGAs (SMEDAN & NBS, 2021). Based on records
from Lagos State business directories and SMEDAN SME
distribution estimates, the population figures for the
selected LGAs were approximated as follows:

e Ikeja Local Government Area: 420 registered SMEs
e Oshodi—Isolo Local Government Area: 380 registered

SMEs
e Surulere Local Government Area: 350 registered

SMEs
e QOjo Local Government Area (Alaba International

Market axis): 450 registered SMEs

This gave a total estimated population of 1,600 SME
owners and managers across the four selected Local
Government Areas.

Sample Size of the Study: From the total population
of 1,600 SME owners and managers, a sample size of 320
participants was selected for the study. This represents
approximately 20 percent of the total population, which is
considered adequate for survey research involving

heterogeneous business populations and allows for reliable
statistical analysis.

The sample was proportionately distributed across the
four Local Government Areas as follows:

Ikeja LGA: 80 SME owners/managers

Oshodi-Isolo LGA: 70 SME owners/managers
Surulere LGA: 70 SME owners/managers

Ojo LGA: 100 SME owners/managers

The proportional allocation ensured fair representation
of SMEs based on their estimated distribution within each
Local Government Area.

Sampling Techniques: A combination of purposive,

stratified random, and convenience sampling techniques
was employed in selecting participants for the study.
First, purposive sampling was used to select the four Local
Government Areas due to their high commercial activity,
urban status, and concentration of SMEs. Second, stratified
random sampling was applied to categorize SMEs based on
their Local Government Areas, ensuring that each LGA
was adequately represented in the sample. Within each
stratum, SMEs were randomly selected to reduce selection
bias. Finally, convenience sampling was used during
questionnaire administration to select SME owners and
managers who were readily available and willing to
participate at the time of data collection.

The combination of these sampling techniques
enhanced representativeness, practicality, and reliability of
the data collected, while also accommodating the realities
of field-based SME research in urban Lagos State.

2.3 Instrument for Data Collection

The instrument used for this study was a structured
questionnaire named “Digital Transformation and
Operational Efficiency Questionnaire (DTOEQ)”. It
consisted of three sections: Section A contained 5 items on
respondents’ biodata, including age, gender, type of SME,
years of operation, and managerial role. Section B
contained 7 items measuring digital transformation
practices, aligned with Research Questions 1, 2, and 3,
covering areas such as automation, cloud-based systems,
and digital communication platforms. Section C contained
7 items measuring operational efficiency, aligned with
Research Question 4, focusing on cost efficiency, workflow
effectiveness, speed of service delivery, and overall
productivity. All items in Sections B and C were structured
on a 4-point Likert scale, ranging from Strongly Disagree
(1) to Strongly Agree (4), to capture respondents’
perceptions and practices.

2.4 Validity of the Instrument

The DTOEQ was researcher-developed and contained
a total of 33 items across the three sections. It was validated
for content, construct, and face validity by three highly
experienced lecturers: one in Business Information
Systems, one in Entrepreneurial Management, and one in
Research Methodology. They critically reviewed the
instrument to ensure clarity, relevance, and alignment with
the research objectives and questions. Minor modifications
were suggested and incorporated to enhance readability and
remove ambiguous items, ensuring the instrument
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adequately measured digital transformation practices and
operational efficiency among SMEs in Lagos State.

2.5 Reliability of the Instrument

The questionnaire was pilot-tested using 20 SME
owners and managers from urban areas of Lagos State not
included in the main study sample, with 5 participants
drawn from each of the four LGAs: Ikeja, Oshodi—Isolo,
Surulere, and Ojo. Data collected from the pilot test were
analyzed using Cronbach’s Alpha to determine internal
consistency. The reliability coefficient for the digital
transformation section was 0.85, and the operational
efficiency section obtained 0.89, exceeding the
recommended threshold of 0.70. These results indicated
that the instrument was reliable and suitable for the main
study, capable of consistently measuring the constructs of
interest.

2.6 Data Collection Procedure

The data for this study were collected using the Digital
Transformation and Operational Efficiency Questionnaire
(DTOEQ), a validated 19-item structured questionnaire
covering three sections: Section A (5 items) on
respondents’ biodata, Section B (7 items) on digital
transformation practices, and Section C (7 items) on
operational efficiency. The instrument was validated by
three experts in Business Information Systems,
Entrepreneurial Management, and Research Methodology,
who confirmed its content, construct, and face validity prior
to use in the main study.

A total of 320 copies of the questionnaire were
administered to selected SME owners and managers across
the four Local Government Areas (Ikeja, Oshodi—Isolo,
Surulere, and Ojo) using a combination of direct in-person
administration and online distribution where feasible.
Participants were informed of the purpose of the study,
assured of confidentiality, and instructed to respond
honestly to all items. Data collection was conducted over a
period of six weeks, during which follow-up visits and
reminders were made to ensure maximum response. Out of
the 320 questionnaires administered, 218 were properly
completed, representing a response rate of approximately
68%. The properly completed questionnaires were
distributed across the LGAs as follows: Ikeja LGA — 55;
Oshodi-Isolo LGA — 50; Surulere LGA - 55; Ojo LGA —
58. All completed questionnaires were checked for
completeness and accuracy before coding for statistical
analysis, ensuring that the data were reliable and relevant
to the research objectives.

2.7 Method of Data Analysis

The data collected were analyzed wusing both
descriptive and inferential statistical techniques to address
the research questions and hypotheses. To answer the four
research questions, descriptive statistics including
frequencies, percentages, and mean scores were computed
to summarize respondents’ demographic characteristics,
the extent of adoption of digital transformation practices,
and levels of operational efficiency.

For testing the four null hypotheses, appropriate
inferential statistics were employed. Specifically:
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a. Multiple regression analysis was used to examine the
effect of digital automation practices on cost efficiency
(Hypothesis 1) and the effect of cloud-based digital
systems on service delivery speed (Hypothesis 3).

b. Pearson’s correlation coefficient was employed to
assess the relationship between digital communication
platforms and workflow effectiveness (Hypothesis 2)
and the overall relationship between digital
transformation practices and operational productivity
(Hypothesis 4).

All analyses were performed using SPSS, and the
hypotheses were tested at the 0.05 level of significance.
This analytical approach provided robust evidence for
understanding how digital transformation practices
influenced operational efficiency among SMEs in Lagos
State, while ensuring accuracy and reliability in the
interpretation of results.

3. Data and Results Presentation

Research Question 1:

What effect do digital automation practices have on the cost
efficiency of small and medium enterprises in selected
urban areas of Lagos State?

Table 1: Effect of Digital Automation Practices on Cost
Efficiency of SMEs in Selected Urban Areas of Lagos State

Item Questionnaire SDD A SA Mean Std. Remark
No Item Dev

My enterprise uses
| Automated 12 2095 91 325 091 Agree
accounting and

invoicing systems

Routine operational

tasks (e.g., payroll, ;5 1¢ 105 g3 318
inventory) are

automated

0.93 Agree

Automation has
reduced operational 1
costs n my
business

0 2298 88 3.22 0.90 Agree

Automation has
4 Minimized human 60 g5 39
errors and losses in

daily operations

0.95 Agree

Automation has
improved accuracy
and timeliness of
financial reporting

1 2492 91 3.18 0.91 Agree

The use of
automation has
¢  llowed the 13 5194 90 3.19
business to allocate
resources

efficiently

0.92 Agree

more

Overall, automation
has contributed
7 significantly to 12 2393 90 3.19
cost-effective
management

0.90 Agree

Table 1 shows that SME owners and managers agree
that digital automation practices positively influence cost
efficiency. Mean scores range from 3.18 to 3.25, with
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standard deviations between 0.90 and 0.95, indicating
consistent responses. Automation in accounting, payroll,
inventory, and resource allocation has reduced operational
costs, minimized errors, and enhanced cost-effective
management across SMEs in Ikeja, Oshodi-Isolo, Surulere,
and Ojo LGAs.

Research Question 2:

How do digital communication platforms influence
workflow effectiveness among small and medium
enterprises in Lagos State?

Table 2: Influence of Digital Communication Platforms on
Workflow Effectiveness of SMEs in Selected Urban Areas of
Lagos State

Item Questionnaire Std.

No Item SDD A SA Mean Dev Remark
My enterprise uses
email and
1 messaging apps for 10 18 100 90 3.28 0.89 Agree
official
communication
Digital
communication
platforms have
2 improved 12 2095 91 3.25 0.91 Agree
coordination
between
departments
Communication
3 tools have reduced ;1 5y 9 99 318 0.93 Agree
delays in  task
completion
Workflow tracking
4 using digital tools sy 05 89 390 091 Agree
has improved
efficiency
Digital  platforms
enable faster
5 approval of business 13 19 95 91 3.21 0.90 Agree
requests and
operations
Communication
tools have
6 minimized 12 2394 89 3.17 0.92 Agree
misunderstandings
among staff
Overall, the use of
digital
7 communicaion 1y 5698 g9 324 0.89 Agree
platforms has
improved workflow
effectiveness

Table 2 indicates that SME owners and managers in
Lagos State agree that digital communication platforms
enhance workflow effectiveness. Mean scores range from
3.17 to 3.28, with standard deviations between 0.89 and
0.93, showing consistent perceptions across LGAs. Tools
such as email, messaging apps, and workflow tracking
systems have improved coordination, reduced delays, and
minimized misunderstandings, contributing to smoother

operational workflows in Ikeja, Oshodi—Isolo, Surulere,
and Ojo LGAs.

Research Question 3:

How do cloud-based digital systems affect the speed of
service delivery among small and medium enterprises in
Lagos State?

Table 3: Effect of Cloud-Based Digital Systems on Speed of
Service Delivery of SME:s in Selected Urban Areas of Lagos
State

Item Questionnaire SDD A SA Mean Std. Remark
No Item v

De

My enterprise uses
cloud storage for 11 19 101 87 3.22 0.91 Agree
business operations

Cloud-based

systems have

reduced delays in 12 22 98
delivering products

or services

86 3.19 0.92 Agree

Using cloud

software improves
accessibility to 10 21 99
business data

anytime

Cloud-based

systems  enhance
collaboration
among
members

88 3.20 0.90 Agree

13 2095
team

90 3.19 0.91 Agree

Cloud tools enable
faster approval of
requests and
internal processes

12 2393 90 3.17 0.92 Agree

Cloud systems help

track project

timelines and 11 2197
deadlines

efficiently

89 3.20 0.91 Agree

Overall, cloud-
based systems have
improved the speed
of service delivery

10 2098 90 3.22 0.90 Agree
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Table 3 shows that SME owners and managers agree
that cloud-based digital systems positively impact the speed
of service delivery. Mean scores range from 3.17 to 3.22,
with standard deviations between 0.90 and 0.92, reflecting
consistent perceptions across respondents. The data suggest
that cloud-based tools facilitate faster access to data,
improved collaboration, better project tracking, and timely
service delivery, contributing to operational efficiency in
SMEs across Ikeja, Oshodi—Isolo, Surulere, and Ojo LGAs.

Research Question 4:

What is the effect of digital transformation practices on
overall operational efficiency among small and medium
enterprises in Lagos State?
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Table 4: Effect of Digital Transformation Practices on
Overall Operational Efficiency of SMEs in Selected Urban
Areas of Lagos State

Std.
Dev Remark

INt::)m Questionnaire Item SD D A SA Mean

Digital

transformation  has

improved overall 11 21 97 89 3.20 0.91
productivity in my

enterprise

Agree

Workflow efficiency
has increased due to
adoption of digital
tools

12 229589 3.18 0.92 Agree

Operational  costs
have decreased
through adoption of
digital technologies

0 239491 3.18 091 Agree

Service delivery to
customers has 12
improved due to
digital practices

Digital

transformation  has
enhanced decision-
making efficiency

Staff  productivity
has increased as a
result of  digital
system adoption

2096 90 3.19 0.90 Agree

3219490 3.17 0.92 Agree

1 229590 3.18 0.91 Agree

Overall, digital
transformation  has
positively impacted 10
operational

efficiency

209890 3.21 0.90 Agree

Table 4 indicates that SME owners and managers agree
that digital transformation practices significantly improve
overall operational efficiency. Mean scores range from 3.17
to 3.21, with standard deviations between 0.90 and 0.92,
reflecting consistent agreement among participants. The
data suggest that digital transformation enhances
productivity, workflow efficiency, cost reduction, service
delivery, decision-making, and staff performance, thereby
contributing to stronger operational outcomes in SMEs
across lkeja, Oshodi-Isolo, Surulere, and Ojo LGAs.

3.1 Hypotheses Testing

Hypothesis 1:

Ho:: Digital automation practices do not significantly affect
cost efficiency of SMEs in selected urban areas of Lagos
State.

Table 5: Regression Analysis of the Effect of Digital
Automation Practices on Cost Efficiency of SMEs in Lagos

State
Predictor Calculated Critical Sig.
Model Variable t-value t-value (p) Remark
Digital
1 automation 5.21 1.97 216 0.000 Significant
practices

Table 5 shows that the calculated t-value (5.21) for
digital automation practices exceeds the critical t-value
(1.97) at df = 216 and p < 0.05, indicating a statistically
significant positive effect on cost efficiency. This implies
that automation practices such as accounting, payroll, and
inventory management substantially enhance cost
efficiency in SMEs across Ikeja, Oshodi-Isolo, Surulere,
and Ojo LGAs. Therefore, the null hypothesis Hoi is
rejected.

Hypothesis 2:

Ho2: There is no significant relationship between digital
communication platforms and workflow effectiveness of
SMEs in Lagos State.

Table 6: Pearson Correlation of Digital Communication
Platforms and Workflow Effectiveness of SMEs

Variable 2 Calculat Critic

Variable 1 df Sig. Remark

edr alr p)
Digital Workflow .
communicati effectivene 0.62 0.134 21 0.00 Significa
6 0 nt
on tools Ss

Table 6 indicates a strong positive correlation (r=0.62)
between digital communication platforms and workflow
effectiveness, with significance p = 0.000 (< 0.05). The
calculated r exceeds the critical r (0.134) at df = 216,
confirming that digital communication platforms such as
email, messaging apps, and workflow tools significantly
enhance workflow efficiency in SMEs across Lagos State.
The null hypothesis Ho: is therefore rejected.

Hypothesis 3:

Hos: Cloud-based digital systems do not significantly
influence the speed of service delivery of SMEs in Lagos
State.

Table 7: Regression Analysis of the Effect of Cloud-Based
Digital Systems on Speed of Service Delivery of SMEs

Predictor Calculated Critical

Sig.

Model Variable t-value t-value P) Remark
Cloud-

1 based 4.87 1.97 216 0.000 Significant
digital
systems
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Table 7 shows that the calculated t-value (4.87) exceeds the
critical t-value (1.97) at df = 216 and p < 0.05,
indicating that cloud-based systems significantly
enhance speed of service delivery. This confirms that
SMEs using cloud storage, collaboration tools, and
workflow software are able to deliver products and
services faster and more efficiently, leading to rejection
of the null hypothesis Hos.

Hypothesis 4:

Hoa: Digital transformation practices do not significantly
affect overall operational efficiency of SMEs in Lagos
State.
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Table 8: Pearson Correlation of Digital Transformation
Practices and Overall Operational Efficiency of SMEs

Variable Calculate Critic

df Sig. Remark

Variable 1 2 dr alr ©
. Overall
Digital . o
transformati °PST31ON ¢ 65 0.134 21 0.00 Significa
al 6 0 nt
on .
efficiency

Table 8 indicates a strong positive correlation (r = 0.65)
between overall digital transformation practices and
operational efficiency, with p = 0.000 (< 0.05). The
calculated r exceeds the critical r (0.134) at df = 216,
showing that adoption of digital tools, automation,
communication platforms, and cloud systems significantly
improves overall operational efficiency. The null
hypothesis Hos is therefore rejected.

3.2 Summary of Findings

1. Digital automation practices significantly improve cost
efficiency among SMEs in Lagos State. Respondents
agreed that automation in accounting, payroll, and
inventory management reduces operational costs and
erTors.

2. Digital communication platforms positively influence
workflow effectiveness. SMEs reported enhanced
coordination, reduced delays, and minimized
misunderstandings among staff.

3. Cloud-based digital systems significantly enhance the
speed of service delivery. Respondents noted faster
access to data, improved collaboration, and timely
completion of tasks.

4. Overall digital transformation practices have a strong
positive effect on operational efficiency. SMEs

reported improvements in productivity, service
delivery, workflow management, and decision-
making.

4. Discussion of Findings

Digital automation practices were found to
significantly enhance cost efficiency in SMEs, aligning
with recent studies that show automation reduces
operational errors and costs in small enterprises (Oladejo &
Ajayi, 2021). This suggests that SMEs leveraging
automated accounting and payroll systems can achieve cost
savings and optimize resource allocation, ultimately
improving competitiveness in the Nigerian business
environment.

The study revealed that digital communication
platforms improve workflow effectiveness, consistent with
research indicating that effective communication
technologies enhance team coordination and reduce task
delays (Adebayo & Ibrahim, 2022). For SMEs, the use of
messaging apps, emails, and workflow tools strengthens
internal communication and ensures smoother operations,
leading to more predictable and reliable service delivery.
Cloud-based systems were found to significantly enhance
the speed of service delivery. This supports contemporary
findings that cloud tools enable real-time collaboration,
accessible data storage, and efficient project management
(Eze & Chukwuemeka, 2020). The implication is that
SMEs adopting cloud-based technologies can respond
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faster to market demands, improving customer satisfaction
and operational competitiveness.

Overall, the integration of digital transformation practices
positively impacts operational efficiency, consistent with
the broader literature on technology adoption in SMEs
(Adeyemi & Yusuf, 2021). The study indicates that
combining automation, communication platforms, and
cloud systems creates a synergistic effect, improving
productivity, workflow management, and decision-making
efficiency in Nigerian SMEs, with potential implications
for sustainable business growth.

5. Conclusion

Digital transformation practices play a pivotal role in
enhancing the operational efficiency of SMEs in Lagos
State. Automation, digital communication, and cloud-based
systems collectively improve cost efficiency, workflow
effectiveness, and speed of service delivery.

The study confirms that SMEs leveraging digital tools
can achieve measurable gains in productivity and
operational management. This underscores the necessity of
adopting technology to remain competitive in urban
Nigerian markets.

Findings indicate that consistent use of digital
communication platforms enhances coordination and
reduces operational delays, supporting smoother business
operations and improved service quality.

Finally, cloud-based systems significantly accelerate
service delivery, enabling SMEs to meet customer
expectations promptly. Overall, digital transformation is
essential for sustainable growth, efficiency, and
competitiveness in the SME sector.

6. Recommendations

1. SMEs should adopt automated accounting, payroll, and
inventory management systems to improve cost
efficiency.

2. Business  owners  should leverage  digital
communication tools to enhance workflow coordination
and reduce operational delays.

3. Cloud-based solutions should be integrated into daily
operations to speed up service delivery and decision-
making.

4. Training programs should be provided to SME staff to
improve digital literacy and maximize the benefits of
technology adoption.

5. Policymakers should incentivize SMEs to adopt digital
transformation practices through grants, subsidies, or
technology support programs.

6. Future SME strategies should emphasize a holistic
approach, integrating automation, communication
platforms, and cloud systems to achieve overall
operational efficiency.

References

Adebayo, T., & Ibrahim, K. (2022). Impact of digital
communication tools on workflow efficiency in
Nigerian SMEs. Journal of Business and
Technology, 9(1), 45-59.



Okuneye & Falobi (2026). 4JBSS, 1(2)

Adeleke, O. A., & Adebayo, T. S. (2022). Small and
medium enterprises and economic development in
Nigeria: Emerging challenges and policy
implications. Journal of African Business, 23(4),
512-528.

Adeyemi, S., & Yusuf, O. (2021). Digital transformation
and operational performance of small and medium
enterprises in Lagos State, Nigeria. African Journal
of Management and Technology, 8(2), 112—130.

Afolayan, A. O., & Abiodun, E. A. (2023). Digital
technology adoption and operational outcomes of
small businesses in urban Nigeria. African Journal
of Business Management, 17(2), 45-58.

Eze, S., & Chukwuemeka, F. (2020). Cloud computing
adoption and service delivery efficiency in Nigerian
SMEs. International Journal of Information Systems
and Business Management, 7(4), 55-71.

Kraus, S., Durst, S., Ferreira, J. J., Veiga, P., Kailer, N., &
Weinmann, A. (2022). Digital transformation in
business and management research: An overview of
the current status quo. International Journal of
Information Management, 63, 102466.

National Bureau of Statistics. (2021). SME sector
contribution and employment statistics in Nigeria.
Abuja: NBS.

Oladejo, T., & Ajayi, B. (2021). Automation and cost
efficiency among micro and small enterprises in
urban Nigeria. Journal of Entrepreneurship and
Small Business Development, 10(3), 78-95.

Olatunji, O. C., Adeyemi, A. A., & Ogundele, O. J. K.
(2021). Digital readiness and technology adoption
among small enterprises in Nigeria. Journal of
Small Business and Entrepreneurship Development,
9(1), 23-38.

Small and Medium Enterprises Development Agency of
Nigeria, & National Bureau of Statistics. (2021).
SME distribution and performance indicators
across Nigerian states. Abuja: SMEDAN/NBS.

Small and Medium Enterprises Development Agency of
Nigeria. (2021). National survey of micro, small and
medium enterprises in Nigeria. Abuja: SMEDAN.

Soto-Acosta, P. (2020). COVID-19 pandemic: Shifting
digital transformation to a high-speed gear.
Information Systems Management, 37(4), 260-266.

Vial, G. (2021). Understanding digital transformation: A
review and a research agenda. Journal of Strategic
Information Systems, 30(2), 101695.

143



