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Abstract

This study examines the impact of social media adoption on the financial
performance of small and medium-sized enterprises (SMEs) in Syria. Using
data from 2010 to 2022 covering 40 registered SMEs under the Ministry of
Trade, we employ a Panel Fixed Effect model to analyse the relationship be-
tween depth of social media usage and firm financial performance metrics
such as profit growth, return on equity growth, and return on assets growth.
Additionally, we utilise robust models, including the panel error correction
model, panel dynamic least square regression, method of moment quantile,
and difference-in-difference estimation, to ensure the reliability of our esti-
mates. The findings of this study contribute to the growing literature on the
impact of social media on SMEs in emerging markets, particularly in the
context of Syria.

Keywords

Social Media Adoption, Financial Performance, ROE, ROA, Profitability,
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1. Introduction

In the digital age, Social Media (SM) platforms have evolved from mere com-
munication tools to pivotal economic growth and innovation drivers (Amoah et
al., 2023; Mention et al., 2019). Their expansive reach and interactive nature
have transformed how businesses operate, engage with customers, and achieve
competitive advantage (Bruce et al., 2023). SM’s role in fostering economic de-

velopment and reducing unemployment has garnered significant attention from
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scholars and practitioners alike (Batrancea et al., 2022; Gurria, 2018; Karadag,
2016; Surya et al., 2021). By facilitating direct communication, enhancing brand
visibility, and enabling market expansion at minimal costs, SM platforms con-
tribute substantially to the operational performance of SMEs, leading to eco-
nomic growth and job creation.

Social media adoption enlarges the reach of Small and Medium-sized Enter-
prises (SMEs). These enterprises, which form the backbone of many economies,
have significantly improved operational efficiency, customer engagement, and
market penetration due to technology adoption (Amoah et al., 2023; Bruce et al.,
2022; Vrontis et al., 2022). The linkage between SM and enhanced SME perfor-
mance is increasingly becoming a focal area of research, given the ubiquity of
digital platforms and their potential to level the playing field for smaller busi-
nesses against larger counterparts (Domma & Errico, 2023).

Previous studies confirm a positive relationship between SM adoption and
customer service, customer satisfaction, customer loyalty and revenue growth.
Despite the perceived benefits of social media adoption on the performance of
SMEs, very few studies have explored its on the financial performance of SMEs.
Previous studies assess the multifaceted benefits of SM, from marketing and
customer service to innovation and collaborative opportunities. However, the
impact of SM adoption on financial performance indicators, such as profit
growth, return on assets (ROA), and return on equity (ROE), remain understu-
died, especially in developing economies (Domma & Errico, 2023). This study
fills the gap by assessing the depth of SM presence of SMEs in Syria, a war-torn
country, where SMEs are crucial for economic resilience and post-conflict re-
covery and development.

This study, leveraging panel data from 40 SMEs from 2010 to 2022, employs
robust econometric models to assess the impact of SM adoption on financial
performance of SMEs in Syria. Our findings affirm the positive effect of SM
usage on profit, ROA, and ROE growth. Using depth of SM presence index to
quantify engagement levels and employing models like Fixed Effect, Panel Correc-
tion Standard Error (PCSE), regression with correlated disturbances (XTGLS),
and Method of Moment Quantile Regression (MMQR), the study also analyse
how varying SM utilisation influences SME performance.

The remainder of the paper is structured as follows. Section 2 reviews the lite-
rature on impact of SM adoption on SMEs and performance. Section 3 describes
the methodology used in the study, including the data collection methods, sam-
pling strategy, and analytical techniques. Section 4 presents the analysis results,
including the key findings on the impact of SM adoption on the financial per-
formance of SMEs. Section 5 summarises the study’s main findings and dis-

cusses the implications for policymakers, practitioners, and academia.

2. Literature Review

In today’s digital landscape, social media has become ubiquitous in the workplace.

Companies use the power of the internet to improve their online presence, con-
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nect with clients and partners, encourage cooperation and knowledge sharing
within the organisation, and enhance business prospects like marketing efforts
(Nisar & Whitehead, 2016; Qalati et al., 2022). However, the absence of standar-
dised metrics for evaluating various social media platforms (Durkin et al., 2013;
McCann & Barlow, 2015) complicates the analysis of the impact of social media
adoption on firm performance (Fernandes et al., 2016). Some research employs
self-reported measures to tackle this issue (e.g., Parveen, Jaafar, and Ainin, 2015;
Sasatanun & Charoensukmongkol, 2016). Moreover, many scholars contend that
a more thorough examination of SM adoption and its effects on SMEs is needed.
Olanrewaju et al. (2020) propose using a longitudinal approach to explore the
relationship between variables. As a result, scholarly research on the relationship
between social media adoption and firm performance presents a complex chal-
lenge to this day.

Multiple studies have identified a significant relationship between the adop-
tion of social media and the performance of firms (Cette et al., 2020). According
to (Zhang et al., 2017), social media adoption is common prevalent across vari-
ous types and scales of businesses. This is primarily attributed to its potential to
enhance communication, foster collaboration, and facilitate interactions between
enterprises and their partners, ultimately leading to improved firm performance
(Schniederjans et al., 2013). According to Freixanet et al. (2021), increased utili-
sation of social media, mainly through the active participation of the owner or
manager, enhances businesses’ financial and non-financial status.

Additionally, Dong and Yang (2020) reveal that social media adoption has a
positive impact on market performance. This effect is more pronounced for
SMEs than larger firms. Majumdar and Bose (2019) conducted a study in which
they utilised the Compustat North America database to examine the influence of
X adoption on Tobin’s Q. The researchers employed a research design that com-
bined propensity score matching (PSM) and difference-in-differences (DID)
methodology. The authors conclude that the adoption of X by businesses posi-
tively impacts the firm’s value. The use of social media has a significant impact
on the performance of SMEs by improving marketing activities and customer
relationships (Tajudeen et al., 2018). A recent study by Fan & Zhang (2021)
found that SMEs can improve their performance by adopting social media and
effectively distributing user-generated content. Tajvidi and Karami (2021) high-
light the positive effects of social media use on the performance of UK hotels.
Additionally, Qalati et al. (2022) provide empirical evidence supporting a
positive correlation between social media adoption and various aspects of or-
ganisational performance, such as interactivity, reputation, relationships, vi-
sibility, and customer service, especially in SMEs operating in emerging
economies.

The empirical evidence on the relationship between social media adoption
and usage and SME performance is mixed. A study by Al Tenaiji and Cader
(2010) examined the use of social media in business-to-business marketing and

found that it did not significantly impact business performance. Similarly,
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Al-Bakri (2017) analysed the travel and tourism sector in six Middle Eastern
countries and found no statistically significant relationship between social media
adoption and SMEs’ competitive advantage. According to research conducted by
Gavino et al. (2019) and Ahmad, Abu Bakar, and Ahmad (2019), the use of so-
cial media platforms by small businesses in the United States and the United
Arab Emirates, respectively, does not a significant impact on revenue perfor-
mance. The insignificant effect of social media adoption on firm performance
suggest that companies may adopt social media more as a response to trends ra-

ther than as a strategic decision that aligns with their business goals.

The Existing Body of Literature on Firm Profitability

Profitability is a significant financial performance indicator for firms, as it as-
sesses their ability to generate profits through effective resource utilisation and
sound management practices (Fonseca et al., 2022). Various research fields have
conducted theoretical and empirical investigations into the factors influencing
firm profitability, including economics, management, accounting, and finance
(Nunes et al., 2009). These studies can be classified into two primary groups,
with research in this area focusing primarily on external factors that encompass
market, business, and economic conditions in which firms operate (Hawawini
et al., 2003). The literature often includes macro-level determinants such as
Gross Domestic Product (GDP), the unemployment rate, and financial market
returns, which are responsible for considering the state of the economy and
are expected to influence the profitability of firms by affecting overall demand
and supply.

Various industry-specific factors, such as concentration levels, product diffe-
rentiation, and barriers to market entry, also impact a firm’s overall profitability.
Nonetheless, the explanatory power of firm characteristics is extensive, particu-
larly regarding industry affiliation (Prahalad & Hamel, 1997). Another area of
research focuses on internal factors influenced by managerial choices (e.g.,
McGahan & Porter, 2002). Standard micro-level variables, like firm size, age,
growth, leverage, and liquidity (Pattitoni et al., 2014), are taken into account,
along with the inclusion of lagged profitability to capture dynamic adjustments
(Goddard and Wilson, 1999). Research in social media implementation and its
effects on a company’s profitability is limited. However, Mohammadian and
Mohammadreza (2012) suggest that employing social media as a marketing tool
can positively impact customer relationships, business interactions, and overall
sales and reputation. Seth (2012) further asserts that social media’s ability to
reach a vast global audience can aid internationalisation and increase sales and prof-
itability. In the context of libraries in Spain, Gonzélez-Fernandez-Villavicencio
(2014) explores how social media and digital marketing plans can enhance prof-
itability and return on investment. Nisar, Prabhakar, and Strakova (2019) also
suggest that social media can improve employee knowledge sharing and ulti-

mately contribute to the firm’s profitability.
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Although there is some understanding in the economic literature about the
relationship between social media and a company’s profitability, there is a lack
of research specifically focused on financial performance of SMEs. Troise et al.
(2022) suggest that digital technologies are crucial to the success of SMEs. The
ability to anticipate and adapt to external changes, driven by technological ad-
vancements and digitalisation, is essential for the competitiveness and sustaina-
bility of these firms. Therefore, our econometric analysis aims to assess social

media adoption’s impact on SMEs’ financial performance in Syria.

3. Methodology

This section presents the data and econometric estimations used to estimate the
impact of SM usage on firm financial performance among SMEs in Syria. Fol-
lowing the limited studies on the impact of social media usage on the financial
performance of SMEs, we proxy SM usage with two indicators. First, a binary
variable measuring SM usage where we assign firms with SM presence in a
year 1 and 0 if a firm has no SM presence in a particular year. Next, we con-
struct an index of Syria’s four most popular SM platforms (Facebook, X, In-
stagram and WhatsApp). This index represents the depth of SM presence of an
SME at time &

3.1. Data Characteristics

The study adopted yearly panel data on 40 SMEs in Syria from 2010 to 2022. The
availability of data, reliability and the readiness of firms to release these data in-
fluenced the number of SMEs employed in our study. Table 1 explains the de-

pendent and independent variables and their expected sign.

3.2. Constructing the Depth of SM Presence

To estimate the depth of SM presence of firm, , we employ Multiple Correspon-
dence Analysis (MCA) to compute the SM index of SMEs in Syria following the
work of (Oppong et al., 2024a). We adopt MCA instead of Principal Component
Analysis (PCA) because the variables used in computing our index variables are
binary and take values of 1 and 0. 1 if a respondent uses the underlying social

media platform, and 0 otherwise. The SM index function is of the form:

Depth of social media presence, = f (O; )

where (Oij) is a function of all SM platforms considered under the study (Fa-
cebook, X, Instagram and WhatsApp). The full model for the MCA is of the

form:

Socialmedia inde x; = P,W, + P, W, + P,W, + P W, (1)

3.3. Estimation Techniques

To assess the impact of SM adoption on SME’s financial performance, we
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Table 1. Variable definition and their expected signs.

Variable Definition Sign
ROE growth Growth in Return on Equity of an SME
ROA growth Growth in Return on Asset of an SME
Profit growth Tbis measures 'Fhe chang’:e in profit of an SME. It is measured as the current year’s profit
minus the previous year’s
Manufacturing This refers to SMEs registered as a manufacturing company under the ministry of
Economy
Service This refers to SMEs registered as a service company under the ministry of Economy
Technology This refers to SMEs registered as a technological company under the ministry of Economy
Social media A binary variable indicating if a firm has an SM presence in a particular year +
Depth of SM presence The depth of social media SM presence. An index calculated from four SM platforms *
War A binary variable measuring if the period is a post-Syrian war -
Growth This is the growth in revenue of an SME +
Expense The expenses of an SME in a year *
Age The current year minus the year of establishment +
Leverage Total debt as a ratio of total assets *
Working capital The current asset minus the current liability of a firm +
Debt sustainability Interest paid to total debts +
GDP growth The GDP growth rate of Syria +

Source: Authors’.

employ a panel fixed effects regression model. This approach addresses potential
unobserved firm-specific factors that may influence performance outcomes
(Greene & Hensher, 2003), ensuring that the estimated effects are attributable to
SM engagement rather than other unobservable characteristics. The panel fixed

effects model is specified as follows:
Yi =Bo +Byvic + i + & (2)

where Y, is a vector of our dependent variables measuring firm performance.
These variables are ROA growth, ROE growth and profit growth of SMEs in Sy-
ria.

Y 1is our SM presence and depth of SM presence variables.

)
riables are firm growth, expenses, leverage, debt sustainability (DS), age of firm
(Age), post-war (war), working capital (WC) and GDP growth (GDP). The full
model is of the form:

Yie =Bo +Byvi + B.growth; +B;Expense; +p,Leverage; +psDS;
+PsAge; + B, War, +B;WC; +B,GDP, +¢;

is a vector of control variables employed in our study. These control va-

3)

3.4. Robust Check

To ensure our estimations are robust, we adopt panel-corrected standard errors
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(PCSE) to ensure reliable estimation. This estimator is considered a viable me-
thod for estimating panel data as it addresses econometric challenges often en-
countered in the Fixed effect approach. These challenges include multicollinear-
ity, heteroskedasticity, and autocorrelation (Greene, 2018). We started by em-
ploying panel fixed effects to evaluate the impact of SM use on the financial per-
formance of SMEs in Syria. To investigate spherical errors, we utilised the Wool-
dridge test to assess the presence of serial correlation and the Breusch-Pagan/
Cook-Weisberg test to check heteroskedasticity. Based on Pesaran’s (2015) cross-
sectional dependence test, the dataset does not exhibit cross-sectional indepen-
dence.

Consequently, we employed the Panel Corrected Standard Errors (PCSE)
technique to address spherical inaccuracies, as (Beck & Katz, 1995) and (Parks,
1967) described. The PCSE estimator is considered superior to the Feasible Ge-
neralised Least Squares regression with correlated disturbances approach in cas-
es where the cross-section dimensions (N) are at least twice as large as the tem-
poral dimension (T) (Oppong et al., 2024a; Pickson et al., 2023; Reed & Ye, 2011;
Romano & Wolf, 2017). Finally, we utilised the FGLS and Dynamic Ordinary
Least Squares (DOLSHM) estimator to assess the robustness of the results ob-
tained from the PCSE estimate technique (Oppong et al., 2024a).

3.4.1. Quantile Regression

The study employed the quantile regression (MMQR) model proposed by
(Koenker & Bassett, 1978) to address distributional heterogeneity in our data.
MMQR is resistant to the influence of extreme values and distorted data distri-
butions when calculating gradient values at various distribution quantiles. The
study identifies asymmetric impacts on company performance without depend-
ing on consistent attributes throughout the range by examining the connections
between SM adoption and firm performance across different quantiles. The
MMQR methodology allows for comparing the effects of SMEs adopting social
media across the entire distribution, making estimations from the quantile re-
gression more robust than linear regression techniques such as the Fixed effect,
PSCE, and FGLS models. According to (Hao & Naiman, 2007), quantile regres-
sion expands on linear regression models to provide a more comprehensive un-
derstanding of the impact of regressors on a response variable across distribu-

tion. The conditional quantile y, given 0, condition is expressed as:
Qvi ((P| Oy ) = 8??[3(,, (4)

where ¢; is the quantile (for 0 < 0; < 1) of the conditional distribution, 0,

Is the vector of the independent variables, and Qy; ((p| 8") is the @" quantile.

3.4.2. Difference in Difference Estimation

Finally, we estimate the Average Treatment Effect on the Treated using the Dif-
ference-in-Difference technique. This captures the average effect of SM adoption
on the performance of SMEs in Syria. Difference-in-Differences (DID) provides

a valuable quasi-experimental approach for estimating the Average Treatment
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Effect on the Treated (ATET) (Oppong, 2022). This is achieved by comparing
changes over time in outcomes such as ROA, ROE, and profit, between the con-
trol group (non-adopters) and treatment group (adopters) (Angrist & Pischke,
2010; Oppong et al., 2024b), effectively controlling for any unobservable time
and group characteristics that may impact the treatment effect on the outcome
(Bertrand et al., 2004).

4. Analysis and Discussion

This section presents the estimated results and discussion of the impact of social

media adoption on the financial performance of SMEs in Syria.

4.1. Descriptive Statistics

Our analysis begins by examining the systematic mean difference between adop-
ters and non adopters of SM. The descriptive statistics provide a detailed and
comprehensive picture of the consistent differences in the averages between the
two groups. As shown in Table 2, the results indicate no significant difference in
the averages between the two groups, suggesting that SMEs that have adopted
SM and those that have not are comparable in terms of their business outcomes.
Furthermore, all the variables have positive means, which means that the adop-
tion of SM can positively impact the financial performance of SMEs in Syria.
Companies that have adopted SM have higher mean values regarding return on
assets growth (ROA), return on equity growth (ROE), leverage, firm age, work-
ing capital, and profit growth. On the other hand, companies that have not
adopted SM have higher mean in terms of expenses and debt sustainability. In
other words, adopting SM appears to have a positive impact on a company’s fi-
nancial performance. According to (Oppong, 2022), the mean difference be-
tween treated and untreated groups are not enough to evaluate the efficacy of a
treatment hence, the study further assesses the impact of social media adoption
using other statistical methods.

In Table 3, we performed a multicollinearity test on our independent va-
riables (growth, working capital, expenses, age, leverage, debt sustainability and
GDP growth). Multicollinearity occurs when the correlation between the inde-
pendent variables in the regression model is high. Modelling and analysis can
become complicated when a high correlation between variables exists. As pre-
sented in Table 3, the contingency coefficient test was performed before data
analysis to diagnose collinearity and exclude independent variables significantly
associated with each other. The low coefficients between the independent va-
riables confirmed that the variables used in our study did not have multicolli-

nearity.

4.2. Stationarity Test

The Unit root test null hypothesis was rejected for all our variables at 1% and

5%. This implies that our variables are stationary at level, hence integrated at

DOI: 10.4236/ajibm.2024.145037

719 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2024.145037

R. M. Daood et al.

Table 2. Summary statistics of variables.

Group Adopters Non-Adopters Difference
Variable [t]
Obs Mean Obs Mean Obs Mean Mean
Expense 520 12.19833 268 12.1767 252 12.1986 0.0219 0.8227
Profit growth 520 287.8194 268 251.7944 252 326.1317 74.33734 2.6922
ROA growth 520 4.2159 268 4.3078 252 4.1168 0.1910 1.4352
ROE growth 520 4.2125 268 4.2480 252 4.1748 -0.0733 0.5561
Growth 520 6.3632 268 6.3143 252 6.4152 0.1009 0.8972
Working capital 520 4.9055 268 4.9147 252 4.8958 -0.0190 0.1374
Age 520 12.0115 268 12.2537 252 11.7540 -0.4998 1.2855
Debt sustainability 520 0.2730 268 0.2703 252 0.2758 0.0055 1.4624
Leverage 520 0.4496 268 0.4502 252 0.4489 -0.0013 0.1750
Source: Authors’ computation.
Table 3. Pairwise correlations.
Variables (1) (2) (3) (4) (6) (7) (8) 9) (10)
1) Growth 1.000
2) Working capital 0.495 1.000
3) Expenses 0.028  -0.096  1.000
4) Age -0.045 -0.037  0.055 1.000
5)Debt sustainability -0.051 -0.096 -0.003  0.049 1.000
6) Leverage -0.036 -0.013 0.040 -0.018 0.143 1.000
7) Social media -0.039 0.006 -0.036 0056 -0.064 0.008  1.000
8) War Relocation 0.053 0.114 0.013 0.106  -0.125 -0.030  0.049 1.000
9) GDP growth -0.007 -0.064 -0.040 -0.056  0.099 0.025 0.030 -0.601 1.000
10) Depth of SM presence -0.020 -0.039  0.018 0.028 0.094 0.033 0.162  -0.003  0.000 1.000

Source: Authors’ computation.

order 0. The stationary variables indicate that our econometric estimations are
reliable and consistent. Hence, non-spurious. The stationarity test results are

presented in Table 4.

4.3. Impact of SM on the Performance of SMEs in Syria

To assess the impact of SM on SMEs in Syria, we utilised profit, ROA and ROE
growth as performance proxies. The results are presented in Table 5. In columns
2 through 4, SM was measured using a binary variable where firms with an ac-
tive SM presence in a year were assigned a value of 1, while those without were 0.
Columns 5 through 7 employed the depth of SM presence in estimating the ef-

fect of SM on the financial performance of SMEs in Syria.
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Table 4. Stationarity test results.

Variable Adjusted
ROE growth —9.7998***
ROA growth —9.9095%**
Growth —20.1563***
Profit growth —17.3232%%*
Working capital —16.2777%**
Expense —8.6340***
Age —6.7304***
Debt sustainability —9.0709***
Leverage —13.9718%**
GDP growth rate —13.5357%**
***p < 0.01; Source: Authors’ computation.
Table 5. Impact of social media adoption on SMEs in Syria.
@ 2 (3) (€)) (5) 6 ) (8) (©)] (10) amn (12)
VARIABLES Profit ROE ROA Profit ROE ROA Profit ROE ROA Profit ROE ROA
-47.79%*  -0.0143  -0.0184 —49.61*  —0.0156  -0.0198
Social media
(1538)  (0.0276)  (0.0452) (1543)  (0.0277)  (0.0454)
Depth of SM 1.408 0.193%*  0.138* 1.806 0.193%*  0.139*
presence (2827)  (0.0494)  (0.0796) (2827)  (0.0494)  (0.0796)
109.399%  0.669%%  0.241%%  117.4%%  0.660%*  0.235% 10647 0.6670% 02397 11530 0.658%%*  0.2330
Growth
(18.87)  (0.0338)  (0.0579)  (18.96)  (0.0331)  (0.0576)  (18.99)  (0.0341)  (0.0582)  (19.07)  (0.0333)  (0.0579)
154200 0.254%% 0169 153400 025900 017300 154500 02547 01697 153.6%%¢ 0259 0.1730
working capital
(7.026)  (0.0126)  (0.0210)  (7.130)  (0.0125)  (0.0211)  (7.024)  (0.0126)  (0.0211)  (7.132)  (0.0125)  (0.0211)
-3.996  -0.115*  -0.0994 4576  -0.113*  -0.0925  -2.583  -0.114**  —0.0988 5915  -0.112**  -0.0915
Expense
(25.53)  (0.0458)  (0.0756)  (25.64)  (0.0448)  (0.0743)  (25.53)  (0.0458)  (0.0757)  (25.67)  (0.0449)  (0.0745)
-0.647  0.00711**  0.00157  -0.967  0.00670**  0.00112  —0.659  0.00710**  0.00156  -0.986  0.00669**  0.00111
Age
(1.694)  (0.00304)  (0.00500)  (1.709)  (0.00298) (0.00499)  (1.693)  (0.00304)  (0.00500)  (1.709)  (0.00299)  (0.00499)
Debt 2317 -0.102 1532  266.0 -0.206 1492 2245 -0.107  1.522%%* 2612 —0211 1484+
sustainability (17 ) (0.309) (0507)  (174.8) (0.305) (0.503)  (172.6) (0.310) (0.508)  (174.9) (0.306) (0.505)
-38.11  -0358**  -0.339  -4585  -0376"  -0366  -40.38  -0.360**  -0.341  -47.85  -0.378*  -0.368
Leverage
(88.43) (0.159) (0.254)  (89.33) (0.156) (0.253)  (88.39) (0.159) (0.254)  (89.35) (0.156) (0.254)
27.85%  —0.159%*  —0.0143  2528*  —0.161***  —0.0158  41.97%*  -0.149"* -0.00527  36.08*  —0.151*** —0.00715
War relocation
(1470)  (0.0264)  (0.0432)  (14.83)  (0.0259)  (0.0430)  (18.36)  (0.0330)  (0.0520)  (18.47)  (0.0323)  (0.0516)
1182  0.000842  0.000820  0.910  0.000847  0.000794
GDP growth
(0.922)  (0.00166)  (0.00262)  (0.928)  (0.00162)  (0.00260)
—1.142%%  0.294 27990 —1.320%*  0.240 26874 —1.138%*  0.297 2.806%*  —1.322%%*  0.239 2.6874%*
Constant
(332.2) (0.595) (0.984)  (330.5) (0.577) (0.956)  (331.9) (0.596) (0.985)  (330.5) (0.578) (0.957)
Observations 520 520 480 520 520 480 520 520 480 520 520 480
R-squared 0.602 0.716 0.233 0.594 0.725 0.238 0.603 0.717 0.233 0.595 0.725 0.238
Number of id 40 40 40 40 40 40 40 40 40 40 40 40

Source: Author’s; Standard errors in parentheses; ***p < 0.01, **p < 0.05, *p < 0.1.
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From Columns 2 to 4, we find that SM usage has a statistically significant pos-
itive effect on the growth of SMEs’ profits in Syria. According to (Zhang et al.,
2017), SM helps SMEs communicate better with their customers and expand
their reach, increasing revenue. The increase in revenue, coupled with a decrease
in cost, especially from advertisements, leads to an increase in profit. (Fan &
Zhang, 2021) also discovered that SMEs can leverage SM to enhance perfor-
mance by generating user content. Furthermore, (Tajvidi & Karami, 2021) em-
phasised the positive correlation between SM use and the performance of hotels
in the United Kingdom.

As our first robust analysis, we utilised the depth of SM presence to estimate
the level of SM adoption on the financial performance of SMEs in Syria. The re-
sults are presented in column 5 to 7. We find that depth of SM presence has pos-
itive statistical significant effect on ROE and ROA growth of SMEs in Syria. Spe-
cifically, the impact on ROE was marginally stronger than on ROA. Next, in
column 8, 9 and 10, we account for economic performance using GDP growth.
With GDP growth rate introduced in our model, we still find that depth of social
media presence has positive statistical significant positive effect on ROE and
ROA. The findings demonstrate that SM adoption and depth of SM presence
significantly influence financial performance of SMEs in Syria. These findings
highlight the effectiveness of integrating SM into advertising strategies for SMEs,
enabling them to gain deeper insights into customer perspectives and strengthen
customer relationships. Consequently, this strategic approach translates into en-
hanced overall business performance leading to improved financials of SMEs.

In addition to embracing social media, our research reveals that a firm’s age,
working capital, and growth significantly contribute to the increased profitability
of SMEs. In contrast, expenses have a statistically significant negative impact on
the financial performance of SMEs in Syria. Additionally, our findings indicate
that firm growth, debt sustainability, and working capital positively influence the
performance of SMEs in Syria in terms of ROA and ROE.

4.4. Robustness Check

To ensure the robustness of our findings, we employed multiple econometric
models, including, PCSE, FGLS and DOHLMs, to evaluate the impact of SM
adoption and depth of SM presence among SMEs in Syria. While the results
were consistent across all models, we focused on the PCSE estimates due to their
superior ability to handle heteroskedasticity and cross-sectional dependence in
panel datasets with N > T (Oppong et al., 2024a; Reed & Ye, 2011; Romano &
Wolf, 2017). The results are presented in Table 6.

Our analysis indicates that SM adoption and depth of SM presence signifi-
cantly positively affect SME performance in Syria. The findings indicate that in-
tegrating SM into advertising strategies positively affects SMEs by enhancing
their understanding of client viewpoints and customer relationships.

The positive impact of SM adoption on the financial performance of SMEs in

Syria can be attributed to several economic and business factors. SM platforms

DOI: 10.4236/ajibm.2024.145037

722 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2024.145037

R. M. Daood et al.

'S JOYINY :30IN0G 1°0 > d,y ‘S0°0 >y “TO'0 > @ ypy SSYIUIRA UT SIOIIS pIRPULIS

iig 0¥ 0¥ 0¥ o (1j4 0% o7 (14 oF 0% o (14 0¥ oF 0¥ (114 12 MMMMZ
81¢'T 019'T 859°0 LETT 0T $99°0 7€5°0 18£°0 180 9%5°0 S8L°0 T80 parenbs-y
09¢ (143 09 09¢ (1143 09¢ 0zs 08¥ 0zs 0zs 08% 0zs 08 0zs 08 08¥ 0Ts 0TS SuoneAIssqQ
(Teor)  (svED) (826'0)  (3'96€)  (S€€'T) (8£6'0) (£88°0) (T'vs2)  (8€£0) (6¥6°0) (9se)  (¥2L0)
JueISUO))
P8~ xaCTEE~ waSOEE~  «E0TL~  saSSLE~ xaxOLV'E~  xx€€9T—  +GF8F—  «bSST—  wa8TLT— <1085~  xx0€8'T—
(6620°0)  (1z50°0)  (88°07)  (0TE00)  (1¥0'0)  (0T17)  (66'8T)  (£€90°0)  (08%0°0)  (€6'8T)  (1€90°0)  (6£70°0)  (66£0°0)  (¥TD)  (€5€0°0)  (61¥0°0)  (WP'21)  (0¥E00)  yopesopax
1xC9T0~  xx80E0~  sxxCT6FT  xxaxCSTO~  xxxSEE 0~ xxGTFL  xxC68F 5k lL10~ 5x€IT0~ 3 I8IS  soabLI0= xxa81T0=  xxx€0T0=  x99TT—  xxbTI0~ wxSET0=  LELI=  sxxl€1°0— oM
(L12°0) (857°0) (€7181) (1€2°0) (892°0) (6TsT)  (Lozr)  (SL£°0) (08z0)  (9611)  (TLE0) (082°0) (¢¥T0) (o¥'sz)  (£0T0) L¥z'0) (s9sz)  (L61°0) 5
STS0  xb6060  FEIL  4x659°0 19860 9E'TT TTIL- €FE0  €TE00- 61709 0T€°0 12€0°0—  91200—  L0'LT—  8LI0- 8670°0 0€0F—  SIT0- e
(L1%°0) (605°0) (¥'162) (9%%°0) (¥€5°0) (¥'s6r)  (€0¥2)  (LTL0) (zv50)  (98€0)  (TTL0) (175°0) (95%°0) (Lev1)  (017°0) (€8%°0) (L¥¥1) (€6€°0)  fypqeuressns
€200~ sOITT  xxlOF T x«€80T  sab60T  xxx98€T  SFHEE 6LT'1 P90~ T°00€ w61 €910°0 «€L8°0 S9T6—  L61°0— X80 871~  €TTO- wa
(90%000)  (1¥S000)  (£€8'7)  (0FP00°0)  (¥95000)  (916T)  (£0TT)  (192000) (6S500°0)  (SL1T)  (TSL00'0) (SSS00°0)  (9¥F000)  (L6€T)  (S0¥00°0) (12¥00°0)  (06€'T)  (S8£00°0) .
2.
1xG6T00  xxaT8T00  xsxITOT=  xxlCI00  x3x9PT00  xsx8ETT— x9TTS—  €9T000  €6T000  «x[0LF—  TI200°0  0ETO00  xx0F600°0 xxT0E€'E~ 4069000  xxSL600°0 xxxSTL'E~  FES000 Y
(8090°0)  (zsL00)  (L¥Th)  (0590°0)  (€8.0°0)  (80'¢k)  (L91€)  (ITT0)  (0180°0)  (Tv'I€)  (OTT'0)  (£080°0)  (8TL00)  (#%0T)  (€090°0)  (84£00)  (1¥'0T)  (0650°0) ;

X
xxS8P0  wxCL90  xTI0L  xk0SE0  xxx€8S0  kELLL $9°ST 0950°0 7€90°0 LS'1T S¥80°0 €900 6£600°0—  L9TT  LLLOO—  S8E000 9T¥T 805070 metd
(€£100)  (¥€20°0)  (orT'ZT)  (9810°0)  (z¥be0'0)  (T€TT)  (L6T°9)  (8%20°0)  (¥910°0)  (€0€'9)  (6¥20°0)  (£9T0°0)  (8020°0)  (0T8%)  (9€10°0)  (6020°0)  (964%)  (9€10°0) [endes
BP0 wSEE0 o lBEL €0 xnr€PE0 el BEL € 0FT  abSE0  anelLE0 a0 OFT  ea€SE0 60  xerlSED  wrSSTL  wn8PE0  ws0SE0  xwTSTL b0 DUPHOM
(0s¥0°0)  (1£50°0)  (9%'1€)  (S8%0°0)  (8650°0)  (PI'ce)  (868'8)  (1620°0)  (1120°0)  (954'8)  (£820°0)  (6020°0)  (ITT0'0)  (0S9'S)  (8410°0)  (S1200)  (€69°S)  (8LI0°0)
k€PL0  waSLL0 90S'E wk0EL0  xxxlSLO OFT 60TT  «xklTL0  xxx€LL0 €596 xx0TLO  soxlll0 xxx69L0  50S9°6=  xx0I8'0  xxx69L0  «STTI=  xxx0TI8°0 e
(1£90°0)  (1180°0)  (88'9%) (z¥ee)  (811°0)  (5980°0) (9690°0)  (¥€7)  (390°0) asuasard
TV k€0 ' 1TT 66TF  xIPTO  5asS6T0 WGOT0 18K I— €10 WS 3o md>a

(90%0°0)  (££¥0°0)  (06'97) (S6'81)  (9290°0)  (¥9%0°0) (0e¥0'0)  (6TT1)  (9€€0°0)
BIPIW [BID0S
x0TF0  xxx0EF'0  sxTETT— 66 €L~ xaSTTO  5x9ST0 »€680°0  x8L0E—  €970°0
204 VoY 1yorg 204 YOu yoId oig vOu H0Y 1yoig vOou 404 vOu yoId 204 vOu 1yoIg H0¥  SATAVIIVA
Xapug BIpoW [BID0S Xapuy BIpaW TEID0S Xapuy BIpo2W [E1D0S
SWHTOd aS0d STO4

"STIN'S UO BIPAUI [e100S JO SUT9Y)) 1SNq0Y "9 3[qe],

American Journal of Industrial and Business Management

723

10.4236/ajibm.2024.145037

DOl


https://doi.org/10.4236/ajibm.2024.145037

R. M. Daood et al.

provide SMEs with a cost-effective and accessible channel to connect with a vast
customer base, expand their market reach, and promote their products and ser-
vices. By engaging with customers on social media, SMEs gather valuable feed-
back, address customer concerns promptly, and tailor their offerings to meet
customer needs better. This, in turn, leads to increased customer satisfaction and
a stronger brand reputation, all of which contribute to enhanced financial per-
formance. In conclusion, our research provides compelling evidence that SM
adoption is a valuable tool for SMEs in Syria to improve their financial perfor-

mance.

4.5. Industry-Specific Analysis of the Impact of Social Media
Adoption on the Financial Performance of SMEs in Syria

Table 7 presents the impact of social media adoption on the performance of
SME:s in various industries, specifically manufacturing, technology, and the ser-
vice industry.

Our results show that SM adoption has a statistically significant positive im-
pact on ROE, ROA and profit growth of SMEs under registered as service offer-
ing companies. We also find that SM adoption has positive statistically signifi-
cant positive effect on the ROA and ROE growth of SMEs that are registered as
technological companies. Finally, we find that SM adoption has positive statis-
tical significant effect on profit growth of SMEs registered as manufacturing
companies. While the effect on ROA and ROE growth for manufacturing firms
is positive, the effects are statistically insignificant.

The positive significant positive effect of social media adoption across indus-
tries indicates SM adoption benefits SMEs financially through reduced market-
ing cost, expansion in customer reach and most importantly, brand building.
This suggests that the adoption of SM is not merely a niche strategy but a po-

werful tool for enhancing the financial well-being of SMEs in Syria.

4.6. Quantile Regression

Finally, we employed the QR approach for robustness checks. The QR estimator
controls for outliers and skewed distributions while estimating the pertinent dis-
tribution’s gradient values at different proportion points (quantiles). The quan-
tile regression analysis of SMEs in Syria reveals a statistically significant impact
of SM adoption on their financial performance. From Tables 8-10, we present
the impact of social media penetration on ROE, ROA and profit of SMEs, re-
spectively. We find no significant positive effect at the 90th percentile. The study
consistently demonstrates a positive relationship between SM engagement and
return on assets (ROA), return on Equity (ROE), and profit across all quantile
levels, from the 10th to the 75th percentile. This suggests that the adoption of
SM is not merely a niche strategy but a powerful tool for enhancing the financial
well-being of SMEs in Syria.

SM platforms provide SMEs with the opportunity to connect with and engage

with a vast customer base at a fraction of the cost of traditional marketing
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Table 7. Industry-specific effect of social media adoption on SMEs.

Technology Manufacturing Services
VARIABLES
ROE ROA Profit ROE ROA Profit ROA Profit ROE
0.164*** 0.164*** 22.09 0.0610 0.0573 53.08*** 0.256*** 4474 0.126**
Social media
(0.0536)  (0.0456)  (23.13)  (0.0477)  (0.0470)  (19.78)  (0.0648)  (15.21)  (0.0571)
0.699*** 0.654*** 15.66 0.774*** 0.815%** 33.37%** 0.765%** 5.942 0.9207***
Growth
(0.0241)  (0.0207)  (10.69)  (0.0224)  (0.0203)  (9.116)  (0.0200)  (7.763)  (0.0290)
Log working 0.370*** 0.366*** 114.8*** 0.430*** 0.357%** 177.9%** 0.345%** 100.7¥%¢  0.258***
capital (0.0234)  (0.0268)  (8.855)  (0.0205)  (0.0181)  (8.444)  (0.0227)  (6.173)  (0.0224)
—0.244%%  —0.2474* 40.99 -0.175%*  —0.260*** —7.455 0.389** —69.42%*  0.229**
log expense
(0.0928)  (0.0882)  (35.23)  (0.0838)  (0.0766)  (31.42) (0.153) (28.68)  (0.106)
0.00497 0.00866* —10.01***  0.00754  0.0205***  —0.0620 —-0.000878 —9.775*** —0.00537
Age
(0.00618)  (0.00495)  (2.846)  (0.00507) (0.00586)  (2.085)  (0.00657)  (1.982)  (0.00695)
-1.791** -0.286 —674.3** 0.554 0.312 276.0 3.628%%*F  —935.0%** 0.378
Debt sustainability
(0.710) (0.467) (300.1) (0.504) (0.544) (223.9) (0.679) (183.8)  (0.691)
1.445%** 1.725%%* -21.08 -0.133 0.135 —46.99 —1.129%** 8.252 —0.997%**
Leverage
(0.317) (0.234) (151.6) (0.291) (0.352) (129.8) (0.319) (100.3)  (0.311)
-0.0820 —0.0686* 12.47 -0.103**  —0.316%** -16.02 0.00305 27.51 —0.164***
war relocation
(0.0533)  (0.0394)  (23.21)  (0.0465)  (0.0525)  (20.85)  (0.0584)  (18.05)  (0.0623)
0.668 0.358 -401.0 -0.771 0.277 -334.4 =7.600***%  960.5%** —5.172%**
Constant
(1.283) (1.158) (477.4) (0.977) (0.913) (374.3) (1.988) (366.4)  (1.376)
Observations 142 127 142 225 215 225 138 153 153
Number of ids 37 37 37 40 40 40 40 40 40
Source: Author’s; Standard errors in parentheses; ***p < 0.01, **p < 0.05, *p < 0.1.
Table 8. Quantile regression of the impact of social media penetration on ROE.
(1) (2) (3) 4) (5) (6) (7)
VARIABLES
location scale 10% 25% 50% 75% 90%
Depth of SM 0.295%%¢ 0.129%* 0.532%%¢ 0.389%%* 0.276% 0.178** 0.0952
presence (0.0928) (0.0585) (0.165) (0.117) (0.0900) (0.0886) (0.104)
0.773%** 0.0725%** 0.640*** 0.721%%* 0.784*** 0.839+%* 0.886***
Growth
(0.0222) (0.0140) (0.0388) (0.0292) (0.0215) (0.0214) (0.0253)
0.372%** —0.0626*** 0.488*** 0.418*** 0.363*** 0.316*** 0.275%**
Working capital
(0.0197) (0.0124) (0.0344) (0.0258) (0.0191) (0.0189) (0.0224)
0.0632 —0.145%** 0.331** 0.169 0.0418 —-0.0681 -0.162*
Expense
(0.0823) (0.0519) (0.146) (0.104) (0.0798) (0.0786) (0.0922)
0.00293 0.00317 —-0.00291 0.000617 0.00340 0.00580 0.00784
Age
(0.00570) (0.00359) (0.0102) (0.00710) (0.00552)  (0.00542)  (0.00633)

DOI: 10.4236/ajibm.2024.145037 725 American Journal of Industrial and Business Management


https://doi.org/10.4236/ajibm.2024.145037

R. M. Daood et al.

Continued
-0.264 —-0.630* 0.897 0.196 -0.357 -0.833 —1.239*%*
Debt sustainability
(0.560) (0.353) (1.000) (0.702) (0.543) (0.534) (0.625)
-0.0323 -0.183 0.305 0.101 —-0.0594 —-0.198 -0.316
Leverage
(0.297) (0.187) (0.530) (0.370) (0.288) (0.282) (0.330)
Depth of SM 0.295%%* 0.129%* 0.5324%* 0.389%%* 0.276** 0.178** 0.0952
presence (0.0928) (0.0585) (0.165) (0.117) (0.0900) (0.0886) (0.104)
—0.213%** —-0.00202 -0.210** —0.212%** —0.214%** —0.215%** —0.217*%**
War relocation
(0.0490) (0.0309) (0.0876) (0.0610) (0.0475) (0.0466) (0.0545)
—3.305%** 2.316%** —7.572%%* —4.996*** —2.963%** -1.211 0.283
Constant
(1.024) (0.645) (1.815) (1.307) (0.993) (0.980) (1.152)
Observations 520 520 520 520 520 520 520
Standard errors in parentheses; ***p < 0.01, **p < 0.05, *p < 0.1; Source: Author’s.
Table 9. Quantile regression of the impact of social media penetration on ROA.
(1) (2) (3) 4 (5 (7
VARIABLES
location scale 10% 25% 50% 75% 90%
Depth of SM 0.241* 0.0715 0.118 0.184 0.244* 0.299** 0.359*
presence (0.124) (0.0817) (0.175) (0.132) (0.124) (0.148) (0.195)
0.721%** 0.0753*** 0.591*** 0.661*** 0.723%** 0.781%** 0.845***
Growth
(0.0274) (0.0180) (0.0401) (0.0295) (0.0273) (0.0326) (0.0441)
0.354*** —0.102%** 0.529%** 0.435%%* 0.350%** 0.271*** 0.185***
Working capital
(0.0274) (0.0180) (0.0415) (0.0298) (0.0270) (0.0325) (0.0451)
0.0560 —0.217*** 0.429*** 0.228* 0.0477 -0.119 —-0.301*
Expense
(0.111) (0.0733) (0.160) (0.119) (0.111) (0.133) (0.177)
0.00263 0.00169 -0.000271 0.00129 0.00270 0.00400 0.00541
Age
(0.00756)  (0.00498) (0.0107) (0.00805) (0.00758) (0.00902) (0.0119)
1.179 -0.265 1.636 1.391* 1.169 0.965 0.742
Debt sustainability
(0.722) (0.476) (1.019) (0.770) (0.725) (0.862) (1.135)
0.343 -0.280 0.826 0.567 0.333 0.117 -0.119
Leverage
(0.383) (0.253) (0.542) (0.409) (0.384) (0.458) (0.603)
—0.171%** -0.0506 -0.0835 —-0.130* —0.173*** —0.211*** —0.254**
War relocation
(0.0640) (0.0422) (0.0905) (0.0683) (0.0642) (0.0764) (0.101)
—3.322** 3.320%** —9.038*** —5.964*** —3.195** -0.638 2.150
Constant
(1.399) (0.922) (2.032) (1.504) (1.396) (1.668) (2.240)
Observations 480 480 480 480 480 480 480

Source: Author’s; Standard errors in parentheses; ***p < 0.01, **p < 0.05, *p < 0.1.
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Table 10. Quantile regression of the impact of social media penetration on profit growth.

(1 2 (3) 4) (5) (6) (7)
VARIABLES
location scale 10% 25% 50% 75% 90%
Depth of SM 41.99 52.25 13.57 ~0.164 14.67 83.01 159.7
presence (64.93) (75.04) (29.59) (22.80) (31.34) (121.3) (229.3)
11.09 35.58* —26.74%%* —17.62%*%* -7.516 39.02 91.23
Growth
(16.57) (19.15) (7.124) (5.560) (7.775) (29.87) (55.53)
140.3%¢* -6.144 146.9%** 145.3*%** 143.5%** 135.5%%¢* 126.5%%*
Working capital
(11.96) (13.82) (5.476) (4.216) (5.785) (22.40) (42.43)
25.65 25.59 —-1.554 5.009 12.27 45.74 83.29
Expense
(57.51) (66.46) (26.32) (20.27) (27.81) (107.7) (204.0)
—5.226 -3.983 -0.992 -2.013 -3.144 —8.353 —14.20
Age
(4.043) (4.672) (1.834) (1.415) (1.947) (7.529) (14.22)
334.5 562.9 -263.9 -119.6 40.25 776.3 1602
Debt sustainability
(455.1) (526.0) (204.3) (158.0) (218.0) (842.1) (1586)
-71.22 17.33 -89.64 —-85.19 -80.27 —57.62 -32.19
leverage
(216.5) (250.2) (99.38) (76.49) (104.9) (406.2) (769.9)
48.92 74.85* -30.65* —11.46 9.793 107.7 217.5*
war relocation
(37.44) (43.26) (16.23) (12.64) (17.63) (67.80) (126.4)
-824.1 —-532.5 —-258.0 -394.5 —545.7 —-1242 -2023
Constant
(732.7) (846.7) (333.2) (256.9) (353.2) (1366) (2584)
Observations 520 520 520 520 520 520 520

Source: Author’s; Standard errors in parentheses; ***p < 0.01, *p < 0.1.

channels. This enhanced reach and engagement translate into increased sales,
improved customer satisfaction, and reduced marketing expenses, ultimately
boosting ROA, ROE, and profit. Furthermore, SM empowers SMEs to build
stronger brand awareness, fostering customer loyalty and repeat business. By ac-
tively interacting with customers on SM platforms, SMEs can address customer
concerns promptly, gather valuable feedback, and tailor their products and ser-
vices to meet customer needs better. This, in turn, leads to increased customer
satisfaction, reduced churn rates, and a stronger brand reputation, all of which

contribute to enhanced financial performance.

4.6.1. Quantile Analysis of the Impact of Social Media Adoption on ROE
Growth

Figure 1 from the quantile regression analysis provides a comprehensive under-
standing of the factors that influence the growth of ROE among businesses. The
results show that social media adoption consistently impacts ROE growth across
all quantiles, with a particularly strong effect in the middle to upper quantiles.

Additionally, revenue growth and working capital show a uniformly positive
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Figure 1. Social media adoption on ROE growth. Source: author.

relationship with ROE growth, although the latter has a slightly reduced influ-
ence in the upper quantiles. Conversely, higher expenses are associated with re-
duced ROE growth, highlighting the cost pressures businesses face. The age of a
firm has a modest and somewhat negative association with ROE growth, espe-
cially in the lower quantiles. Debt sustainability generally aligns negatively with
ROE growth, with a slightly reduced negative effect in higher quantiles. Leverage
has less impact, negatively affecting ROE growth, especially at the extremes of
the profitability distribution. The context of war or the need for relocation
emerges as a negative factor, exerting a stronger drag on ROE growth for busi-
nesses at the lower end of the profitability scale. These results demonstrate the
complex interplay between internal management and external pressures, with
social media adoption as a crucial positive driver of financial performance across

varying levels of firm profitability.

4.6.2. Quantile Analysis of the Impact of Social Media Adoption on ROA
Growth

In Figure 2, the impact of social media on Return on Assets (ROA) is displayed
through quantile regression across different profitability levels of firms. Results
show that social media adoption positively influences ROA across all quantiles,
particularly in the mid to higher profitability quantiles. Additionally, revenue
growth positively affects ROA, with a stronger impact in the higher profitability
quantiles, indicating sustained higher ROA for firms with robust revenue
growth. Working capital has a steady positive effect across all quantiles, with a
slightly reduced impact as profitability increases. Conversely, higher expenses
are correlated with a decrease in ROA, highlighting the importance of cost
management across the profitability spectrum. The age of a firm displays a mi-

nor negative association with ROA, more so at the lower profitability end. Debt
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Figure 2. Quantile analysis of the impact of social media adoption on ROA growth.
Source: Author.

sustainability is also negatively correlated with ROA, with a less pronounced ef-
fect as profitability improves. The impact of leverage on ROA is generally nega-
tive, with notable adverse impacts in the extreme quantiles. War or relocation is
also negatively associated with ROA across all quantiles, with the most signifi-
cant adverse effect occurring at the lower end of the profitability scale, empha-
sising the detrimental impact of external instability on asset returns. Overall, the
findings highlight the importance of growth, effective capital management, and
social media engagement as drivers of asset performance while also reflecting the

challenges posed by expenses, debt, and external instability.

4.6.3. Quantile Analysis of the Impact of Social Media Adoption on
Profitability

In Figure 3, the analysis of quantiles provides a detailed view of the impact of
various factors on profit growth for firms with different performance levels. The
results show that social media adoption has a positive relationship with profit
growth across all quantiles, indicating its crucial role in enhancing profits among
SMEs in Syria. This effect is most pronounced in mid to higher quantiles, de-
monstrating that firms with better performance benefit even more from social
media. Likewise, revenue growth has a generally positive relationship with profit
growth, particularly in higher quantiles, indicating that growing firms tend to
experience even greater increases in profitability. Efficient working capital man-
agement is consistently associated with profit growth across all quantiles, sug-
gesting its importance for firms of all sizes. In contrast, expenses are negatively
related to profit growth throughout the quantile spectrum, emphasising the sig-

nificance of cost control in driving profitability. Lastly, the age of a firm has a
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Figure 3. Quantile analysis of the impact of social media adoption on profitability. Source:
Author.

slightly negative but mostly flat relationship with profit growth, implying that
the firm’s maturity has little impact on its ability to grow profits.

Furthermore, the study suggests that firms with sustainable debt levels may
not immediately see profit growth, particularly at the lower and middle quan-
tiles. War relocation consistently negatively impacts profit growth, with the most
significant effects seen at the lower end of the distribution. These results high-
light the crucial role that internal management practices and external environ-
mental factors play in a firm’s profit growth. In particular, social media adoption

is a significant positive contributor to business landscape of SMEs in Syria.

4.7. Average Treatment Effect Analysis

To investigate further the impact of SM adoption on SMEs’ performance in Sy-
ria, we employed a Difference-in-Differences (DID) estimation approach to as-
sess the average treatment effect of social media adoption on adopters and non-
adopters. This quasi-experimental method allows us to compare the changes in
performance outcomes for SMEs that adopted SM with those that did not since
changes over time can minimise the influence of unobservable factors that may
effect of a treatment (Oppong, 2022).

Our Average Treatment Effect on Treated (ATET) analysis presented in Table
11 shows a consistent positive relationship between SM adoption and financial
performance of SMEs, as measured by ROE, ROA, and profit growth. These
findings suggest that SMEs that adopted SM experienced a significant improve-
ment in their financial performance compared to those that did not. On Return
on Equity, adopting SM by SMEs in Syria increases the returns on Equity by
0.143 and 0.217 on Return on Asset. We find that SMEs’ highest effect of SM is
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Table 11. Average treatment effect on treated and average treatment on untreated.

(ROE) (ROA) (Profit)  (ROE) (ROA)  (Profit)

VARIABLES ATET ATET ATET ATU ATU ATU
SM adoption 0.143** 0.217*%* 71.92*%* 0.105* 0.162* 57.074

(0.00394)  (0.00371)  (7.521) (0.004) (0.001) (4.79)

Source: Author; Robust standard errors in parentheses; **p < 0.05, *p < 0.1.

on the profit growth of SMEs operating in Syria. The DID estimation approach
provides a robust and reliable method for evaluating the causal impact of SM
adoption on SME performance. By controlling for unobservable factors and fo-
cusing on changes over time, we can isolate the effect of SM adoption on the fi-
nancial outcomes of SMEs.

Next, following the work of (Oppong, Yu, and Mazonga Mfoutou, 2024b), we
estimated the Average Treatment Untreated (ATU) effect for our three profita-
bility proxies. We find that the effect of social media adoption on the untreated
groups is less compared to the treated groups. We also find that the effect of so-
cial media adoption on profit growth among the unadopted groups is insignifi-
cant while significant for the treated groups. The practical implication of these
results is that the adoption of social media significantly enhances the financial
performance of SMEs in terms of ROE, ROA, and profit. Firms that have adopted
social media see substantial benefits in their financial metrics, and even those
that have not adopted social media yet have the potential to experience signifi-
cant improvements if they do so. This underlines the importance of social media
adoption for SMEs aiming to improve their financial outcomes and suggests that
policymakers and business advisors should encourage and support SMEs in

adopting social media strategies.

5. Summary and Conclusion

The rise of social media has significantly impacted the business world, trans-
forming how firms interact with customers, employees, and stakeholders. With
its ability to create global connections, boost brand reputation and enable real-
time communication, social media has improved marketing strategies, customer
service and collaboration practices. While there are studies on factors affecting
social media adoption, a gap remains in the literature on the impact of SM adop-
tion on the financial performance of SMEs.

To address the gap, this study uses financial data on 40 SMEs from 2010 to
2022 assesses the impact of SM adoption among Small and SMEs in Syria. The
data was analysed using Panel Fixed Effect, Panel Corrected Standard Error,
Feasible Generalised Least Square, Dynamic Ordinary Least Squres, Quantile
Regression, and DID. The findings consistently affirm the statistically significant
positive effect of social media adoption on profit growth, ROA and ROE growth

for SMEs in Syria, a war-torn economy whose economy depends on SMEs. We
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also examined how a company’s financial performance is affected by its level of
SM usage. To do this, we created a depth of social media presence index using
Multiple Correspondence Analysis. Our findings showed that deeper engage-
ment on social media platforms positively and significantly impacts the perfor-
mance of SMEs in Syria. The findings highlight the importance of utilising vari-
ous SM channels to engage with customers effectively and improve performance.
Our findings highlight the significance of firm age, working capital, and growth
in driving profit growth for SMEs.

Based on the findings of this study, we suggest that small and medium-sized
enterprises (SMEs) incorporate social media into their advertising and customer
engagement tactics. Proactively engaging on multiple social media platforms
enables SMEs to expand their reach and gain valuable insights into consumer
behaviour. By consistently and genuinely interacting on social media platforms,
SME:s can cultivate their brand and foster customer loyalty, ultimately bolstering

their long-term sustainability.
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