THE IMPACT OF ENVIRONMENTAL VARIABLES  ON SMALL SCALE BUSINESS ENTERPRISE

ABSTRACT

This research investigates the impact of environmental variables  on small scale business enterprise. Questionnaires were mainly used to collect data from the sampled small scale businesses (SSBs). The data was analyzed using frequencies and percentages. The findings of this study clearly show that SSBs record low performance within the period studied and environmental factors have significant impact on their performance in Nasarawa state. The study recommends that government should create enabling environment for both existing and potential investors in the sector, through provision of adequate infrastructures, financial support and formulation of policies favorable to SSBs.
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CHAPTER ONE

INTRODUCTION

BACKGROUND OF THE STUDY

Over decades, small scale business has been making gain strides in Nigeria. It has been battling to make life more tolerable and comfortable by trying to make the gradual dwindling of the standard of living amids the gloom and doom economy. The importance of small scale business in Nigeria cannot be over-emphasized. Employment and entrepreneurial development can be cited as positive and genuine reasons for promoting small scale business. The employment capacity of small scale is more significantly seen in the opportunities they provides for unskilled or the urban and rural workers as observed by Cragg & King(2018). 
Francis (2019) remarked that (Nigeria needs a comprehensive support policy for small scale business.) Business time said “ the unskilled policy worker is handicapped in competing favourably in the open job market due to his low skill, consequently, the relies on small scale business to satisfy his employment needs”.

By providing employment or remunerative economic activities apart from supplementing incomes earned from regular jobs, small scale business contributes immensely in bridging the gap between the different social economic lapses in Nasarawa state in particular and Nigeria at large. The small scale business also contributes in developing entrepreneurial talents, small scale business serve as a reliable avenue for innovative ideas both imported and indigenous. It prevents monopoly by forcing big firms to be more competitive in terms of product improvement, new method and processes. Small scale business serves as patronize of local raw materials.


Over decades, small scale business has been making gain strides in Nigeria. It has been battling to make life more tolerable and comfortable by trying to make the gradual dwindling of the standard of living amids the gloom and doom economy. The importance of small scale business in Nigeria cannot be over-emphasized. Employment and entrepreneurial development can be cited as positive and genuine reasons for promoting small scale business. The employment capacity of small scale is more significantly seen in the opportunities they provides for unskilled or the urban and rural workers. Gerry, Dan & Jerry (2018) established that by providing employment or remunerative economic activities apart from supplementing incomes earned from regular jobs, small scale business contributes immensely in bridging the gap between the different social economic lapses in Nasarawa state in particular and Nigeria at large. The small scale business also contributes in developing entrepreneurial talents, small scale business serve as a reliable avenue for innovative ideas both imported and indigenous. It prevents monopoly by forcing big firms to be more competitive in terms of product improvement, new method and processes. Small scale business serves as patronize of local raw materials.

STATEMENT OF THE PROBLEM

SSBs are the engine of growth and development of most developed and developing nations in the world, but unfortunately the state of economic growth of Nigeria appears to be very low despite the large concentration of businesses in the country. The poor contribution of SSBs to the development of the country may be due to some internal and external business environmental factors such as management inefficiency, marketing and sales problems, inadequate infrastructure, market competition, and financial inadequacy that are militating against the performance of SSBs in term of their profit, sales and employment generation. Small and medium enterprises (SMEs) in Nigeria have not performed creditably well and hence have not played the expected vital and vibrant role in the economic growth and development of Nigeria, (Basil, 2005). Year in year out, government at federal, state and local level make an effort in support of entrepreneurship development, but still the contributions of SSBs to economic development is low. It is worrisome that despite the incentives, favorable policies, regulations and preferential support by government aimed at improving SSBs, the sub-sector have performed below expectation in Nigeria (Abiodun, 2011).

Inspite of the large volume of studies on SSBs in developing countries, there is a death of literature on studies relating to business performance evaluation particularly in the North Central of Nigeria. Most of empirical studies conducted in developing countries particularly in Nigeria are mainly related to the problems of SSBs, but the question of the extent to which environmental factor(s) affect the profit, sales and employment of SSBs and assessment of their performance in Nasarawa state has not been thoroughly investigated. 

OBJECTIVE OF THE STUDY

The main aim of this study is to evaluate the level of performance of SSBs and examine the factors affecting their performance in Nasarawa states. Thus, the specific objectives of this study are to:

Assess the level of SSBs performance in Nasarawa states.

Examine the impact of environmental factors on the profit of SSBs.

Examine the impact of environmental factors on sales/revenue of SSBs.

Examine the impact of environmental factors on employment of SSBs.

RESEARCH HYPOTHESES

Hypotheses One

Ho: SSBs performance is not significantly high in Nasarawa states.
Hi: SSBs performance is significantly high in Nasarawa states.
Hypotheses Two


Ho: Business environmental factors do not have significant impact on the profit of SSBs in Nasarawa states.
Hi: Business environmental factors have significant impact on the profit of SSBs in Nasarawa states.
1.5 
SIGNIFICANCE OF THE STUDY

The result of this study would be of great importance to government, researchers and major stakeholders such as investors, staffs, managers, business consultants, financial analyst and consumers. It’s expected to contribute to SSBs sub-sector development process in developing countries and even developed countries that share similar environmental factors influencing business performance.

In a globalized economy, there is increase recognition that identifying the factors hindering SSBs performance in a developing country may be meaningful in terms of assistance developed countries provide to developing countries in the area of SSBs development. Thus, the result of this study is expected to help both Nongovernmental organizations (NGOs) and international agencies that assist in the area of SSBs and entrepreneurship development.

The study would draw the management and policy maker’s attention to the urgent need for specific management practice to enhance the effectiveness and sustainability of SSBs in Nasarawa state. The study can also assist local entrepreneurs in formulating strategies that will guide against poor business performance.

From the academic perspective the study insights should contribute to the future development in this area of research, particularly in a developing country like Nigeria. Therefore, the findings of this study are expected to contribute to the existing literature on SSBs performance and factors affecting their performance. Thus, the study addresses an issue currently agitating the minds of academics, corporate decision makers, foreign and local investors, and government as well. It comes at the time when the country is considering very seriously, and is implementing several policies that are aimed at development of SSBs sub-sector. Given the importance of SSBs understanding the environmental factors negatively affecting their performance in Nigeria is a vital first step in managing and avoiding poor SSBs performance.

 1.6 SCOPE AND LIMITATION OF THE STUDY

This study is primarily concerned with the effects of environmental factors on small scale business enterprise. This study covers some elected small scale business in Nasarawa state. The researcher encountered some constraints, which limited the scope of the study. These constraints include but are not limited to the following.

a) availability of research material: The research material available to the researcher is insufficient, thereby limiting the study


b) time: The time frame allocated to the study does not enhance wider coverage as the researcher has to combine other academic activities and examinations with the study. 
1.7 DEFINITION OF TERMS

ENVIRONMENTAL FACTORS: environmental factors. An identifiable element in the physical, cultural, demographic, economic, political, regulatory, or technological environment that affects the survival, operations, and growth of an organization

SMALL SCALE BUSINESS: Small businesses are independently owned organisations that require less capital and fewer workforces and less or no machinery. These businesses are ideally suited to operate on a small scale to serve a local community and to provide profits to the company owners.
1.8 ORGANIZATION OF THE STUDY
This research work is organized in five chapters, for easy understanding, as follows 

Chapter one is concerned with the introduction, which consist of the (overview, of the study), historical background, statement of problem, objectives of the study, research hypotheses, significance of the study, scope and limitation of the study, definition of terms and historical background of the study. Chapter two highlights the theoretical framework on which the study is based, thus the review of related literature. Chapter three deals on the research design and methodology adopted in the study. Chapter four concentrate on the data collection and analysis and presentation of finding.  Chapter five gives summary, conclusion, and recommendations made of the study     

CHAPTER TWO
REVIEW OF RELATED LITERATURE

2.1 INTRODUCTION

This chapter reviews the literature on the effects of environmental factors on small scale business enterprise. It discusses issues relating to the topic of discuss as viewed from different perspectives, with a view of giving a theoretical and empirical foundation to the study.
2.2 CONCEPT OF SMALL SCALE BUSINESS
Business is fundamental to the well-being of every society. Small scale enterprises exist in all economic environments. Most people have an idea of what is meant by small-scale business, but defining it poses a problem. How it is defined depends on who is defining it and the purpose for which it is defined. Thus, there is no universally accepted definition of small-scale business, because the classification of business into large, medium or small scale is relative. Bandar and Presley (1992) observe that the different socio-economic structures of each country are the reasons for non-uniformity in definition of SSB.

Small scale business, small scale industry and small scale enterprise are used interchangeably. The criteria that have been used to define Small Scale Businesses include employment, capital investment, sales turnover, accessibility, output and in some cases, a blend of some or all of these criteria. In Nigeria and worldwide, there seems to be no specific definition of small business. Different authors, scholars, and schools have different ideas as to the differences in capital outlay, number of employees, sales turnover, fixed capital investment, available plant and machinery, market share and the level of development, these features equally vary from one country to the others.

Individual countries‟ circumstances determine how micro, small, medium, and large scale enterprises are being defined in that country, however, in Nigeria, the current classification is based on the number of employees and assets (excluding land and buildings). In practice, the number of employees is the most common standard used in National SME policies worldwide. The criteria/ classification adopted in the recent enterprises survey in Nigeria is micro enterprises less than 10 employees, small scale enterprises 10-49 employees, medium scale enterprises 50-199 employees and large scale enterprises 200 and above employees, (NBS/SMEDAN, 2012).

2.3
The Importance of SSBs

The strategic importance of SSBs in the economic development of any nation is well recognized. Kilby (1965) observes that small and medium scale enterprises are the spring boards for inventions, adaptations and general technological development. According to Ogundele (2007), SSBs represent 90% of the enterprises in African, Caribbean and Pacific (ACP) countries. They also provide 70% of employment opportunities for the citizens and promote the development of local technology. Kuratko and Hodgetts (2001) have observed that small businesses employ 53% of the private workforce and account for 47% of sales and 51% of private sector gross domestic product.

In Nigeria, much of the success of our economy has resulted from innovations of the individual entrepreneurs operating in an environment of private enterprise. The number of small scale enterprises in Nigeria has increased greatly in the last twenty years due largely to the general economic environment that may have encouraged the startup of well initiated and well run small enterprises (Oladunni, 2004, Orisanaye, 2004). Eke (2007) argued that small businesses accounts for over 93 % of the total entrepreneurs in Nigeria. Small scale enterprises in Japan accounted for about 99.4 % of the non-primary business establishments, employing 81.1 % of the country labour force and contributing 51.8% of the shipment (Cowdhury, & Kazuhiro 2007). Given the needed financial support small businesses ensure income stability, growth and development as averred Alabi, Alabi and Ahiawodzi,(2007). Owualah (1987) is of the view that economic development is a factor of industrialization, characterized by increasing growth of small scale enterprises (SSEs). These SSEs make invaluable contributions to the economies of both More Developed Countries (MDCs) and Less Developed Countries (LDCs).

The contributions that the SSEs have made to the economic development of various countries of the world especially the developing countries cannot be exhausted. Therefore Nigeria as a developing country cannot close eyes from the potentials of SSEs. In this wise, according to Asaolu (2004) a viable small scale enterprises sector in a country like Nigeria is in dire need of self-reliant industrial strategy to turnaround the economy. The implication of these issues on SSEs development calls for the attention of both the policy makers and academicians. This is because from the works of Abdukadir (1985) and Babalola (1982), at the end of 1979 over 80% of all establishments registered under the Factory Act were small scale enterprises and according to NACCIMA (2006) 75% of the private sector is dominated by small and medium enterprises.

In developing economies, the role of SSBs is even more obvious and conspicuous to the degree they dominate economic activities, it can be inferred that they play significant role in whatever economic growth is recorded (Francis, 2000). Among other things, estimates put the percentage of labor force engaged by small businesses alone (i.e. excluding the medium-sized ones) as high as 25% in developing economies (Elkan, 1998). Elkan (1998) come to conclusion that small businesses are the most promising vehicle of entrepreneurial dynamism in Africa.

A study carried out by the Small Business Research Unit in the United Kingdom between the periods 1982-1988, showed that SMEs created between 8000,000 and 1,000,000 new jobs. Also, Gibb (1996) opined that small and micro enterprises were by far the most common form of enterprises in Europe and constitute over 98 percent of all registered companies, in Japan, the industrial strength of the nation is premised on SSBs, they employ more than 82 percent of the total labor force and account for more than 50 percent of the total manufacturing value added. In Nigeria, Kasimu (1998) opined that the SSBs have through NIDB assisted projects created more than 300,000 jobs and through the Nigeria Agricultural and Co-operative Bank (NACB), created more than 700,000 jobs.

It has encouraged self-employment for many youths both in the rural and urban areas; the spirit of successful entrepreneurship has taken over the mind of Nigerians, who believe in themselves and in the goals of self-employments, instead relying on government jobs. In the telephone retail and rental jobs, a lot of youths and Nigerian have remained self-employed. Their businesses have expanded to the level of employing some other unemployed people. It has reduces the dependence on government and large firms on salaries employment this is evidenced from the liberalization policy of the government in the telecommunication and education sectors as a lot of companies have been established to provide support staff and employment for Nigerian.

Small scale industries have stimulated rural development and the achievement of a meaningful level of broad economic and rural development. To reduce the migration from rural to the urban centers, Some infrastructural facilities which promotes small scale industries were provided in the rural area, such as the provision of access road, increased improvement in communication facilities like telephone, postal services and the internet facilities, construction of industrial layouts and estates, and the provision of electricity and water expansion schemes. This is evidence in the many success stories of small and medium scale industries as recorded by the print and electronic media houses, (Ayozie, 2011).

2.4
PROBLEMS AND CHALLENGES OF SSBS IN NIGERIA

The fact that SSBs have not made the desired impact on the Nigerian economy in spite of all the efforts and support of succeeding administration and governments gives a cause for concern. It underscores the belief that there exist fundamental issues or problems, which confront SSBs but which hitherto have either not been addressed at all or have not been wholesomely tackled. Basil (2005) in his study reveals the following problems facing SMEs in Nigeria which includes; inadequate infrastructures, inefficient incentives and support facilities by the government, Lack of easy access to funding/credits facilities, discrimination from banks, uneven competition, lack of access to appropriate technology, high dependence on imported raw materials, lack of patronage of locally produces goods by the general-public as well as those in authority, unfair trading practices, managerial problems, multiple taxation and high levies, corruption, financial problems, lack of technical knowhow, and lack of suitable training and leadership development. Essentially, SMEs are left most often on their own to eke out success amidst the avalanche of operational difficulties inherent in the Nigerian environment as well as the operational shortcomings, which characterize institutions set up to facilitate SME businesses.

Their characteristics and the attendant challenges notwithstanding, it is the consensus that small businesses, which globally are regarded as the strategic and essential fulcrum for any nation's economic development and growth have performed rather poorly in Nigeria. Operating a business organization supposedly should be an entertaining venture noting the large number of the Nigerian populace which provides a ready market for business goods and services. Despite this promising market, Nigeria business organizations are still confronted with myriad of problems (Sunday, 2008). According to Sunday, (2008), the difficulties facing businesses in Nigeria could be grouped into two broad categories: internal factors, which are mainly management-related problems and external factors, which are otherwise.

All the same, the trend did not imply that favorable conditions exist for small businesses to thrive. Nevertheless, in building a business venture, entrepreneurs face a number of significant challenges. The immediate challenge lies in establishing the company as a successful business venture. Once the early success is achieved, a subsequent challenge emerges – the management of business growth as put by Steven and Gaylen, (1994). It is therefore essential to understand the problems of small business development in African countries because they are significantly different from those facing developed countries. Some of these obstacles of their performance/growth include among others a lack of financial resources, lack of management experience, poor location, laws and regulations, general economic conditions, as well as critical factors such as infrastructure, corruption, low demand for products and services, and poverty (Alarape 2007; Okpara and Wynn 2007).

2.5 BUSINESS AND ITS ENVIRONMENT

The firm interacts with its environment. There are in fact different levels of environment, each encompassing several components. Thus, the environment of the firm consists of several environments. Environment as a general term refers here to all those arenas the firm is operating in and is attached to (Kauranen, 1996). Moreover, environments and their components affect firm performance in many ways, directly or indirectly.

Hence, the firm operates in many environments simultaneously collaborating with other actors in the market and at the same time competing for scarce resources with others. For instance, from the firm’s point of view, one of the most critical markets is the customer market, where the firm sells the products which have gone through the process of combining the production factors. On the other side of the supply chain, in the supplier market, the firm buys factors of production. In the financial market, the firm acquires necessary financing for the business.

Several environmental dimensions have been presented in the literature for describing the qualities of organizational environments. For instance, Dess and Beard (1984) distinguish between dimensions such as munificence, dynamism, and complexity. Munificence refers to the environmental capacity as the extent to which the environment can support sustained growth. In general, a munificent environment is regarded as more favourable for business success than a scarce environment. Dynamism is related to the turbulence, i.e. the dimension of stability vs. instability. It has been found that small firms that face an environment with increasing dynamism tend to grow faster than others (Wiklund, 1998). Environmental complexity indicates that there are several different segments of the market with varied characteristics and needs that are being served by the firm. Thus, the firm sees a heterogeneous environment as complex.

A distinction can also be made between hostile and benign environments (Covin & Slevin, 1989). Hostile environments are characterized by precarious industry settings, intense competition, harsh, overwhelming business climates, and the relative lack of exploitable opportunities. On the other hand, benign environments provide a safe setting for business operations due to their overall level of munificence and richness in investment and marketing opportunities. Perhaps the most elaborate typology of environmental dimensions is the one presented by Jurkovich (1974), who identified 64 types of environments based upon the following dimensions: complex/non-complex, routine/non-routine, organized/unorganized, direct/indirect, low-change/high-change, and stable/unstable.

However, it seems that the environmental dimensions commonly used are uncertainty, dynamism, homogeneity, munificence, and complexity (Miller, 1987c). It is important to notice that the environment may play a bigger role for small firms than for larger firms because of small firms‟ higher vulnerability to environmental influences. Paradoxically, environment is a threat for the firm, but also an opportunity in providing resources the firm needs. 

2.6 ENVIRONMENTAL FACTORS AND BUSINESS PERFORMANCE

Environmental factors that may influence business performance are many and varied; some are internal to the business while others are external to the business. Thibault, Wilcock, and Kanetkar, (2002) suggest that factors influencing business performance could be attributed to personal factors such as demographic variable and business factors such as amount of financing, use of technology, age of business, operating location, business structure and number of full-time employees as important factors in examining the performance as small scale business operators. The most comprehensive summary of factors influencing performance was noted in a literature review by Olabisi, Andrew, and Adewole, (2011) to include: individual characteristics, parental influence, business motivation and goals, business strategies, goals and motives, networking and entrepreneurial orientation. Others include environmental factors.

Studies have been conducted on the implication of entrepreneurial skills to small business performance. However most of the studies were outside Nigeria which has its own peculiarity. Akande (2010) investigated the relationship between entrepreneurial skills and small business performance, using Pearson product moment correlation and Regression Analysis, found that out of the four entrepreneurial skills like business management, financial management, marketing and record keeping skills, the business management skill contributed more than others and that the financial management skill alongside increased the contribution. The finding was in line with the earlier studies by Alarape (2007), Akwani (2007), Yusuf and Schindehutte (2000) etc. Thomas (2004) stated three fundamental propositions about entrepreneurial skills thus; entrepreneurs are successful to the extent that they have the necessary skills, entrepreneurs come to entrepreneurship at different level of skills and that entrepreneurial skills can be developed.

Storey (1994) agreed with Duchesneau and Gartner (1990) that the following three categories of factors primarily have the greatest influence on the growth of small business: (1) The characteristics of the entrepreneur(s)/owner-manager(s), (2) The characteristics of the small firm. (3) The range of business development strategies. These three categories of factors require a homogenous well planned integration to achieve adequate growth. Some of these factors include;

2.6.1 Management Inefficiency:

Managerial performance is a key factor for entrepreneurial success and a lack of managerial abilities contributes strongly to business failure. The performance of managers is constituted by their abilities in strategic decision-making, their skills and expertise or their talent to implement decisions. From these abilities, a poor strategic decision-making is the major driver of young firm failure. In particular, main reasons why young German firms fail are disregarding new customers, mistaken investment, failure in obtaining funds, and a lack of proper long-term planning (Egeln, Falk, Heger, Hower, & Metzger, 2010), which indicates a poor performance in strategic management decisions. Quite similar results are valid for a sample of small businesses from the US (Carter & Van Auken, 2006). The study of Hall (1990) finds that entrepreneurial firms in Great Britain mainly went bankrupt due to a poor operational management. However, the second most cited reason for failure in his study is a wrong strategic decision making. In brief, all these results indicate the influence of a poor managerial performance on business failure. Many aspects of poor management are reported to be connected to several related issues, such as poor financial circumstances, inadequate accounting records, limited access to necessary information, and lack of good managerial advice (Gaskill, Van-Auken &Manning, 1993). Some studies focused more on the managerial causes of failure and listed some 25 causes and categorized them

simply as poor management, and concluded that poor management combined with the personality traits of the owner-manager, cause business failure (Berryman, 1983). A business failure may happen as a result of poor management skills, (Wu, 2010).

The results of the study of Zahra (2011) indicated that management deficiency is among the four main causes of business failure in Iranian context. According to Williams (1986) and McMahon, Holmes, Hutchinson & Forsaith, (1993), internal factors relating to the quality of management are reported as the major contributing causes of firm failure at least a twice as often as factor external to the firm. Based on the findings of earlier researches, the factors affecting SMEs success was classified into different categories among which include: (1) an entrepreneur Characteristics (Kristiansen, Furuholt & Wahid, 2003), (2) characteristic of SME (Kristiansen, et al. 2003), (3) management and know-how (Swierczek & Ha, 2003). Storey (1994) agreed with Duchesneau and Gartner (1990) that the following three categories of factors primarily have the greatest influence on the growth of small business: (1) The characteristics of the entrepreneur(s)/owner-manager(s), (2) The characteristics of the small firm. (3) The range of business development strategies. These three categories of factors require a homogenous well planned integration to achieve adequate growth.

The statistical analysis of the data collected in the study of Blackwood and Mowl (2000) carried out in Spain, suggested that successful businesses were likely to be managed by owners who had initially considered several alternative ventures, purchased the business as a going concern, prepared a financial plan, regularly maintained financial records, used financial targets to assess business performance, and have had previous experience managing private business. Thompson (2001) and Weitzel & Jonsson (1989) grouped the factors associated with business decline into three categories. First, factors related to inadequate strategic leadership: (1) poor management; (2) acquisitions which fail to match expectations; (3) mismanagement of big projects; and (4) dishonesty. Second category of factors associated with business decline relate to poor financial management: (5) poor financial control; and (6) cost disadvantages. Moreover, in another study Lussier (1995) concluded that successful firms develop more specific business plans than those who fail. It has also been shown that lack of a business plan is associated with firm failure (Sommers & Koc, 1987; Gaskill et al. 1993; and Lussier, 1995). Lack of planning and especially strategic planning is often seen to be characteristic of failed firms (Boyle & Desai, 1991).

2.6.2 Marketing and Sales Problems:

Demand problems of a firm may occur if the entrepreneur in charge performs poor in sales activities, even though, some problems in sales are triggered by environmental factors. However, problems in marketing are probably the most prominent reason for young firm failure. Egeln et al. (2010) investigate a sample of 3007 young German firms, which exited between 2006 and 2008; they found that more than fifty percent of those firms failed because of severe demand problems. A quite similar pattern holds true for small firms in Japan. Approximately seventy percent out of a sample of 701 failed Japanese businesses closed down due to a decline in sales or orders (Harada 2007). A business failure may happen as a result of insufficient marketing, (Wu, 2010). Cressy (1996) found that fluctuations in firm sales increase the probability of firm failure.

2.6.3 Inadequate Infrastructures:

According to Basil (2005), other challenges which SMEs face in Nigeria include irregular power supply and other infrastructural inadequacies such as water, roads etc. Sunday (2008) stated that the external difficulties facing SMEs in Nigeria include infrastructural problems. Alarape (2007), and Okpara and Wynn (2007) stated that some of the obstacles to small business development in African include critical factors such as infrastructures.

In the study of Charles (2006) power shortages that lead to load shedding accounted for 50% of the respondents and high electricity bills were identified as major problems faced by businesses. The findings of the study revealed that on average, businesses such as hotels, bars, filling stations each uses 582 units of electricity on a monthly basis which costs large amount of money. Generators were found to be a major alternative source of power. Businesses that do not have generators come to a standstill during such times. Even those that use generators find it much more expensive because of the high costs of fuel and diesel.

2.6.4 Market Competition:

Basil (2005), in his study identified many factors as the possible causes or contributing factors to the premature death of SMEs, which includes; inability to procure the right plant and machinery, cut-throat competition, lack of official patronage of locally produced goods and services. According to Sunday (2008), one of the difficulties facing Nigerian SMEs is competition. Low demand for products and services is found to be one the obstacles to small business development in Africa (Alarape, 2007; Okpara & Wynn, 2007). In a recent representative study on failure of young German firms, three main causes for young-firm failure are made out by Egeln et al. (2010), among which include problems with the demand. A business failure may happen as a result of inability to compete with other similar businesses, (Wu, 2010).

Thompson (2001) and Weitzel and Jonsson (1989) grouped the factors associated with decline into three categories. The third category of factors relate to competitive forces which include: (a) the effect of competitive changes; (b) resource problems; and (c) inadequate or badly directed marketing. Other studies have also found that stiff and increased competition, and the firm‟s inability to respond to it, is associated with firm failure (Roure & Maidique 1986; and Gaskill et al. 1993). Oparanma, Hamilton, & Zep-Opibi, (2010), in Their study discussed the negative internal and external environmental factors including pressure from competitors or new entrants, poor improvement in modern technology and poor sales, etc. In the study of factors influencing the survival of 227 high-technology small firms, Westhead, Storey, Cowling, (1995) found that out of 69 variables studied; only 13 were statistically significantly associated with survival/non-survival of firms. Some of the variables related to the characteristics of the business, and competitive structure. New establishments are more likely to survive in industries characterized by an entrepreneurial regime, where new entrants to the market have advantages with technological innovation over the incumbents (Audretsch & Mahmood, 1995). On the other hand, in an industry that has a routinized technological regime, where incumbents possess advantages as innovators, it is more difficult for new startups to survive. Baldwin and Rafiquzzaman, (1995) that found that competition remove the most inefficient of new entrants; Evidence that experimentation costs influence the failure rate is somewhat stronger.

2.7 THEORETICAL FRAMEWORK 

Firm performance is often related to its environment, i.e. the business performance is based on the match between the business and its environment. The environment carries needs and expectations, i.e. market opportunities, which the firm tries to respond to with its resources and capabilities. The better the relationship between firm and it environment, the better the success, according to contingency theory, firm performance is the result of a proper alignment of firm design with the context it operates in, (Donaldson, 1995; Burns & Stalker, 1961). Similarly, there is no one best way to organize, and contextual factors should be taken into account (Pfeffer, 1982). In the configurational approach (Miller & Friesen, 1984) successful firms are considered to be aligned in a small number of typical patterns. However, as the business environment of many firms is changing all the time, there is a continuous need for adjustment of the fit between the firm and its environment. From the firm‟s viewpoint, this process of adapting to changes in its environment is called strategic management (Schendel & Hofer, 1979).

Firm performance can be approached from many perspectives, i.e. from an internal (firm) or external (environment) perspective. Recently, the most popular theoretical approaches in research have been strategic management and population ecology (Tsai et al. 1991). They explain firm performance from opposite directions: the first from the firm-internal viewpoint, and the second from the firm-external point of view. Later studies of firm performance have discovered the benefits of an integrated approach, i.e. a dialectical approach (Amit, Glosten, & Muller, 1993; Vesalainen, 1995). Therefore; business performance is bounded with firm internal factors and with environmental factors and their fit.

A strategic choice approach (Child 1972, 1997) assumes that firms are in a state of continuous change, which is directed according to the actors‟ subjective interpretations of the situation and the preferences they have (Vesalainen, 1995). Naturally, there are some external and internal constraints, but management has certain discretion in strategy formulation. According to Astley and Van de Ven (1983), the strategic choice approach draws attention to individuals and their interactions, social constructions, autonomy, and choices, as opposed to the constraints of their role incumbency and functional inter relationships in the system. Both environment and structure are enacted to embody the meanings and actions of individuals. According to this approach, managers are regarded as performing a proactive role. Their choices are viewed as autonomous, and their acts are viewed as energizing forces that shape the organizational world. However, the decisions made by entrepreneurs restrict the number of alternatives available in subsequent decisions.

Strategic management research encompasses several research streams, and this may make it difficult to see and understand the role of different factors and mechanisms affecting firm performance. In view of the existence of this variety of research streams, it can be concluded that the theory behind strategic management research has more than one „hard core‟ (Lakatos, 1972). The most popular recent research stream in the field of strategic management has been the resource-based view of the firm (Wernerfelt, 1984; and Barney, 1991) and its extension, the knowledge-based view of the firm (Kogut & Zander, 1992; Spender & Grant, 1996; Grant, 1996).

These theoretical perspectives are founded on firm-internal aspects. However, the roots of the resource-based view of the firm can be seen to be based on Penrose‟s (1959) idea of viewing a firm as a bundle of resources. Subsequently, since the appearance of Wernerfelt‟s (1984) work “A resource-based view of the firm”, the popularity of the resource-based view of the firm has grown rapidly, and researchers attempted to explain differences in firm performance by differences in firm resources.

The population ecology which is the opposite approach, i.e. environmental selection, emphasizes the determinism of environmental forces and tries to explain organizational behavior mainly through environmental determinants. According to the population ecology approach, the adaptation of the firm to environmental changes is strictly limited due to the inertial forces of the firm. Consequently, as a result of differences in inertial forces between firms, the natural selection made by environments favours some firms and affects their performance. It means the survival of the fittest, and the destruction of the less well-fitted firms. However, fundamental to population ecology is the study of firm populations rather than single firms (Young, 1988).

Variation, selection, and retention constitute the three stages of the evolutionary change process (Campbell, 1969; Hannan & Freeman, 1977; Aldrich, 1979; Vesalainen, 1995). Due to variations in firm populations, environmental changes affect firms differently. Selection refers to this process, where firms congruent with new environmental

conditions will survive and others will become extinct. Finally, predominant environmental conditions reinforce the characteristics of the surviving firms until the next environmental change will happen.

Rather than keeping the strategic choice and environmental selection approaches separate, it is suggested that it might be useful to combine these approaches, and see that the firm is operating in a continuum where it has more or less power and control depending on the issues at hand. Such a combined approach can be called dialectical (Bourgeois, 1984). Thus, environmental determinism and management‟s free choice can be viewed as a continuum. Hrebiniak and Joyce (1985) suggest a multidirectional relationship in which organizations neither mechanistically react to environmental forces nor exercise unrestricted free will. Therefore, the interdependence and interactions between strategic choice and environmental determinism define organizational adaptation. In addition, as Bedeian (1990) has argued, this interaction is derived from two factors: organizations do not only react to their respective environments, but also create or enact them. Moreover, the resulting new environments influence future organizational strategies and resource allocation, which will again bring about subsequent environmental change. At the same time, the firm itself creates new restrictions for its operation (Child, 1997).

CHAPTER THREE

RESEARCH METHODOLOGY

Research design
The researcher used the descriptive research survey design in building up this project work the choice of this research design was considered appropriate because of its advantages of identifying attributes of a large population from a group of individuals. The design was suitable for the study as the study sought to a critical analysis of 

Sources of data collection 

Data were collected from two main sources namely:

(i)Primary source and 



(ii)Secondary source 


Primary source:


These are materials of statistical investigation which were collected by the research for a particular purpose. They can be obtained through a survey, observation questionnaire or as experiment; the researcher has adopted the questionnaire method for this study.

Secondary source:

These are data from textbook Journal handset etc. they arise as byproducts of the same other purposes. Example administration, various other unpublished works and write ups were also used. 

Population of the study 

The Population of a study is a group of persons or aggregate items, things the researcher is interested in getting information a critical analysis of  the impact of environmental variables  on small scale business enterprise. Small scale business enterprises were selected randomly by the researcher as the population of the study.
Sample and sampling procedure

Sample is the set people or items which constitute part of a given population sampling. Due to large size of the target population, the researcher used the Taro Yamani formula to arrive at the sample population of the study.

n= N

    1+N (e) 2

n= 200

1+200(0.05)2
= 200

1+200(0.0025) 

= 200               200

1+0.5      =      1.5       = 133.
3.5
Instrument for data collection 

The major research instrument used is the questionnaires. This was appropriately moderated. The respondents were administered with the questionnaires to complete, with or without disclosing their identities. The questionnaire was designed to obtain sufficient and relevant information from the respondents. The primary data contained information extracted from the questionnaires in which the respondents were required to give specific answer to a question by ticking in front of an appropriate answer. The questionnaires contained structured questions which were divided into sections A and B.

 Validation of the research instrument

The questionnaire used as the research instrument was subjected to face its validation. This research instrument (questionnaire) adopted was adequately checked and validated by the supervisor his contributions and corrections were included into the final draft of the research instrument used.

 Method of data analysis

The data collected was not an end in itself but it served as a means to an end. The end being the use of the required data to understand the various situations it is with a view to making valuable recommendations and contributions. To this end, the data collected has to be analysis for any meaningful interpretation to come out with some results. It is for this reason that the following methods were adopted in the research project for the analysis of the data collected. For a comprehensive analysis of data collected, emphasis was laid on the use of absolute numbers frequencies of responses and percentages. Answers to the research questions were provided through the comparison of the percentage of response to each statement in the questionnaire related to any specified question being considered.
Frequency in this study refers to the arrangement of responses in order of magnitude or occurrence while percentage refers to the arrangements of the responses in order of their proportion. The simple percentage method is believed to be straight forward easy to interpret and understand method.

The researcher therefore chooses the simple percentage as the method to use.

The formula for percentage is shown as. 
% = f/N x 100/1 

Where f = frequency of respondents response 

N = Total Number of response of the sample 

100 = Consistency in the percentage of respondents for each item 

Contained in questions
CHAPTER FOUR

PRESENTATION ANALYSIS INTERPRETATION OF DATA

4.1 Introduction

Efforts will be made at this stage to present, analyze and interpret the data collected during the field survey.  This presentation will be based on the responses from the completed questionnaires. The result of this exercise will be summarized in tabular forms for easy references and analysis. It will also show answers to questions relating to the research questions for this research study. The researcher employed simple percentage in the analysis. 

DATA ANALYSIS 

The data collected from the respondents were analyzed in tabular form with simple percentage for easy understanding. 

A total of 133(one hundred and thirty three) questionnaires were distributed and 133 questionnaires were returned.

Question 1

Gender distribution of the respondents.

TABLE I

	Gender distribution of the respondents

	Response
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Male
	77
	57.9
	57.9
	57.9

	
	Female
	56
	42.1
	42.1
	100.0

	
	Total
	133
	100.0
	100.0
	


From the above table it shows that 57.9% of the respondents were male while 42.1% of the respondents were female. 

Question 2

The positions held by respondents

TABLE II


	The positions held by respondents

	Response
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Food items shops
	37
	27   .8
	27.8
	27.8

	
	Provision stores
	50
	37.6
	37.6
	65.4

	
	Fashion designers
	23
	17.3
	17.3
	82.7

	
	Barbers shop    
	23
	17.3
	17.3
	100.0

	
	Total
	133
	100.0
	100.0
	


The above tables shown that 37 respondents which represents27.8% of the respondents are food items shops 50 respondents which represents 37.6 % provisions stores 23 respondents which represents 17.3% of the respondents are fashion designers, while 23 respondents which represent 17.3% of the respondents are Barbers shop

TEST OF HYPOTHESES

Ho: SSBs performance is not significantly high in Nasarawa states.
Hi: SSBs performance is significantly high in Nasarawa states.
Table III

	   SSBs performance is not significantly high in Nasarawa states.

	Response 
	Observed N
	Expected N
	Residual

	Agreed
	40
	33.3
	6.8

	strongly agreed
	50
	33.3
	16.8

	Disagreed
	26
	33.3
	-7.3

	strongly disagreed
	17
	33.3
	-16.3

	Total
	133
	
	


	Test Statistics

	
	SSBs performance is not significantly high in Nasarawa states.

	Chi-Square
	19.331a

	Df
	3

	Asymp. Sig.
	.000

	a. 0 cells (0.0%) have expected frequencies less than 5. The minimum expected cell frequency is 33.3.


Decision rule: 

The researcher therefore rejects the alternate hypotheses which state that, SSBs performance is significantly high in Nasarawa states, as the calculated value of 19.331 is greater than the critical value of 7.82 Therefore the null hypotheses is accepted that SSBs performance is not significantly high in Nasarawa states.

TEST OF HYPOTHESIS TWO

Ho: Business environmental factors do not have significant impact on the profit of SSBs in Nasarawa states.
Hi: Business environmental factors have significant impact on the profit of SSBs in Nasarawa states.
 Table V

	Business environmental factors have significant impact on the profit of SSBs in Nasarawa states.

	Response 
	Observed N
	Expected N
	Residual

	Yes
	73
	44.3
	28.7

	No
	33
	44.3
	-11.3

	Undecided
	27
	44.3
	-17.3

	Total
	133
	
	


	Test Statistics

	
	Business environmental factors have no significant impact on the profit of SSBs in Nasarawa states.

	Chi-Square
	28.211a

	Df
	2

	Asymp. Sig.
	 .000

	a. 0 cells (0.0%) have expected frequencies less than 5. The minimum expected cell frequency is 44.3.


Decision rule: 

The researcher therefore rejects the null hypotheses which states that, business environmental factors have no significant impact on the profit of SSBs in Nasarawa states, as the calculated value of 19.331 is greater than the critical value of 7.82 Therefore the alternate hypotheses is accepted that, business environmental factors have significant impact on the profit of SSBs in Nasarawa states.
CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Introduction


It is important to ascertain that the objective of this study was to have a critical analysis on  the impact of environmental variables  on small scale business enterprise. In the preceding chapter, the relevant data collected for this study were presented, critically analyzed and appropriate interpretation given. In this chapter, certain recommendations are made, which in the opinion of the researcher will be of benefit in addressing the challenges of the effects of environmental factors on small scale business enterprise.

5.2 Summary

This study aimed at having a critical analysis of the effects of environmental factors on small scale business enterprise. Three objectives were raised to guide this study. These objectives include: 
Assess the level of SSBs performance in Nasarawa states, Examine the impact of environmental factors on the profit of SSBs, examine the impact of environmental factors on sales/revenue of SSBs, examine the impact of environmental factors on employment of SSBs.

5.3 Conclusion

Based on the above findings pertaining to the objectives of the study the following conclusions are drawn. 

SSBs in Nasarawa States performed very low, from 2005 to 2012. This is evident in the result of test of hypothesis one, which indicated that only 21% of the sampled SSBs are performing better (high), as cross validated in our developed model.

Management inefficiency, marketing problems, inadequate infrastructures, market competition and financial inadequacy affect the performance of SSBs in term of their profit generation, sales volume, and employment generation.

5.4 Recommendation 

A high performing SSB is beneficial to all stakeholders and the nation in general. The contributions that SSBs offers are achievable only when there is a conducive business environment. In view of the findings that emerged from this study, and the conclusion drawn, we recommend:

That in order to achieved significant positive contribution of SSBs sector to economic development, government should create enabling environment for both existing and potential investors in the sector, this can be done through improvement of infrastructural facilities and formulation of policies favourable to SSBs.

Government and other stakeholders should find a means through which owners and managers of SSBs get adequate managerial skills to run their business effectively and efficiently. This can be done through entrepreneurship development programmes and orientation, seminars, workshops, etc. in order to minimize managerial problems.

Adequate and proper record keeping of all business transactions by SSBs, in order to be able to track all the activities and transaction of the business. This can be achieve through training and re-training of staffs in the area of record keeping
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QUESTIONNAIRE 

INSTRUCTION

Please tick or fill in where necessary as the case may be. 

Section A

 Gender of respondent

A 
male

{  }

B 
female
{  }

Age distribution of respondents

15-20 {  }

21-30  {  }

31-40   {  }

41-50  {  }

51 and above { }

Marital status of respondents? 

married [   ]

single [   ] 

divorce [  ]

Educational qualification off respondents

SSCE/OND  {  }

HND/BSC    {  }

PGD/MSC    {  } 

PHD            {  }

Others……………………………….

How long have you been in Nasarawa State? 

0-2 years   {  }

3-5 years   {  }

6-11 years {  } 11 years and above……….

Position held by the respondent 

Provision store  owner 
{  }

Food items seller  
{  }

Fashion designers {  }

Barbers shop 
{  }

How long have you held the position?

0-2 years   {  } 

3-5 years   {  }

6-11 years  {  }

11 years and above……….

SECTION B

Small businesses strive well in Nasarawa state
Agrees


{  }

Strongly agreed

{  }

Disagreed 


{  }

Strongly disagreed
{  }

The environment can impact on business profitability 

(a) Agrees



 {  }

(b) Strongly agreed

 {  }

(c) Disagreed               
 {  }

(d) Strongly disagreed

{  }

 Environmental factors affect sales of  businesses

Agreed 


{  }

Strongly agreed 

{  }

Disagreed 


{  }

Strongly disagreed 
{  }

SECTION C
Question 1: What is the level of SSBs performance in Nasarawa states?

	Options
	Please Tick

	High Extent
	

	Low Extent
	

	Undecided
	


Question 2: Does  environmental factors have any impact on the profit of SSBs?

	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	


Question 3: Does  environmental factors have any impacton sales/revenue of SSBs?

	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	


Question 4: Does  environmental factors have any impact on employment of SSBs.

	Options
	Please Tick

	Yes
	

	No
	

	Undecided
	


