Chapter One
Introduction

1.1 Background to the study

Small and Medium Enterprises (SMEs) play a critical role in the economy, particularly in
providing employment for the people that are unemployed and also promoting economy growth.
However, a significant number of Small and Medium Enterprises (SMEs) fail With@%mt few
years of operation due to various factors. One of those factors is the environ&/@ which these
businesses operate, and they are majorly classified under environme ors such as climate
change, government regulation (policy), and access to useful rﬁ%es, required managerial
skills and many others as they have significant impact on t ance of Small and Medium
Enterprises (SMEs). The required managerial skills in% kills in strategic planning, financial
management, marketing, and human resources ﬁbﬁgement among others. The absence of
effective managerial skills can lead to po X\&Sion making, inadequate resources allocation,

and ultimately poor business performae§\\'

The business space is dynah&nd this to an extent is due to some interconnected and
interdependent factors s\éas globalization, advancement in technology, industrialization,
stakeholders’ ex 'b@, and customers’ preference among others. The business environment
encompasses @ous factors that can influence an organization’s costs, supply, and demand!'.
Every%%erg operates as an open system, engaging with its surroundings, where people’s
interactions with the environment both shape and are shaped by ongoing events and trends. In
Nigeria, changes in the business environment have posed challenges for small and medium-sized
enterprises (SMEs). These challenges arise from their difficulty in competing with larger firms

and low-cost imports, particularly from Asian countries with cheaper production processes.



Furthermore, SMEs often face limited government support and lack access to social capital, all
of which strain their productivity?. Small and Medium Scale Enterprises (SMEs) play a vital role in

tackling the issues of job creation, economic advancement, and social equity worldwide. Across the globe,
SMEs contribute significantly by creating jobs, exploring new markets, and fueling economic growth
through innovative and creative approaches. In Nigeria, SMEs account for 90% of the industrial sector

based on the number of businesses (SMEDAN, 2019). \

The business environment consists of both internal (micro) and exte @cro) factors.
Managers and entrepreneurs can exert some control over internal factorS, While external factors
are largely beyond their control®. A common approach to analyzh% usiness environment is
through ‘SWOT’ analysis, which stands for strengths, w s, opportunities, and threats.
Here, strengths and weaknesses pertain to internal facQQ, whereas opportunities and threats
relate to the external or macro environment®. ’bb(b

A strong relationship between a firm and its E\Qnment is essential for its success. The internal
environment is particularly vital for séjt{%g e company’s direction and distinguishing it from
competitors®. This internal enyi@n, unlike the external one, is largely under management’s
control and includes tang%\%\ohrces, personnel, management skills, competencies, production,
marketing, and st{qj& decision-making. Together, these components support the firm’s
efficient and ffggiyc\ operation, helping it adapt to an ever-evolving external environment®.
Meanwhil@’é;§‘mal environmental factors remain crucial, as they continually influence and
shape Mnizations. The term "business environment" refers to the institutions, forces, and
external variables that impact a commercial enterprise's ability to operate and are outside of its
control®. These include economic, social, political, legal and technological factors etc. A
corporate entity naturally operates in an environment, regardless of its size—micro, small,

medium, or large—and the kind of product it sells (goods or services)’. These environmental



factors introduce both opportunities and threats that every organization must address to achieve
its objectives. It is crucial for businesses to be mindful of these external opportunities and
challenges, regardless of their specific goals or ambitions. Managers, therefore, need to
recognize, assess, and respond effectively to evolving environmental challenges due to their
significant impact on organizational performance.

Globally, the commercial environment is intricate and constantly changing. The %e&s sector
is challenging and dynamic, shaped by numerous interconnected elements. Fach company
operates as an open system, engaging with its environment and l@&pacting and being
impacted by events and trends. Successful firms understand e% to adapt continually to
changes within this environment. This interaction betw Qusiness and its environment

highlights a direct connection between them®. Ess n@mponents of a firm’s effective and

efficient functioning include tangible resources sonnel, management, competencies, and

strategic decision-making®. Q

SME:s bear both environmental an@:\responsibﬂities, and their responses to these pressures
vary globally, depending on : ces, external demands, and the owner-manager’s stance on
sustainability®. Recent %ment efforts to foster a more supportive business environment
warrant evaluatic(i\%he revious inadequate framework for entrepreneurship has contributed to
high unemp}ob@nt, inefficient resource use, a dependence on imports, trade imbalances, and
econoﬁ%%wntums. It's essential to understand how socio-economic factors, such as inadequate
public infrastructure, limited access to financing, corruption, and rising insecurity, impact
business growth in Nigeria. For example, if corruption within the state affects business growth,

entrepreneurs must develop specific knowledge, skills, and abilities to effectively navigate



corruption in the public sector, as well as determine the best methods to acquire these

competencies'’.

Engaging in business without sufficient knowledge, skills, and competencies often leads to
failure in Nigeria''. This highlights the need to examine the business environment that Nigerian
entrepreneurs must navigate to grow their enterprises. It also raises questions &)ut how
successful entrepreneurs acquire the necessary knowledge, skills, and abi@to achieve
profitability and growth. Additionally, research explores how the &usge!s environment
influences the learning needs of entrepreneurs as they establish ness and the various

t]Z

methods they employ to expand their ventures within the N'n ontext's. There is limited

understanding of how external factors, such as economi velopment level, technological
advancement, infrastructure, business size, andéfb?al values, affect business growth.
Consequently, more research is needed to ex k@se connections.

Globally, and particularly in developi ountries like Nigeria, small and medium-sized
enterprises (SMEs) face numerou@&ga\ronmental challenges and constraints that limit their

performance'®. These challe@re evident in the slow or declining growth of SMEs, low

Management Sk@

managemen;@ks is a barrier to growth and one of the causes of failure to Small and Medium

industrial output, busir§ ilures, and poor service delivery, among other issues.

significant factor responsible for SMEs' growth, and a lack of

Enterp‘a{e/z(SMEs)“‘. The growth patterns of small businesses are linked to their managerial
abilities'®. Lack of core competence and a well-trained senior management team is one of the
most serious difficulties that Small and Medium Enterprises (SMEs) face'®.

Managerial skills are essential for the survival of Small and Medium Enterprises (SMEs) as

equipment and capital alone cannot generate profits without human effort. A country's economic



growth is closely linked to the success of its small enterprises, positioning SMEs as a crucial
engine for sustainable development and job creation. Small businesses have greatly contributed
to societal progress, yet many fail within a few years of establishment due to poor management.
Managers, irrespective of the type or level of organization they oversee, need distinct skills that
enhance their performance and influence the success of their teams. Skill refers to the ability,
talent, proficiency, or competence needed to complete specific tasks. Thus, man %kills are

the qualities necessary to carry out essential managerial processes and achieve effective

outcomes within a business. Managerial skills are the bedrock of the@ better performance

N

Performance does not take place in a vacuum but, '@certain environment which has

and competitive advantage'”.

challenges and opportunities'®. The operational em@%ent of a company entity has an impact
on various aspects such as profitability, salg@fgue, innovation, employee satisfaction, and
overall success'’. Environmental forces \’J\challenges and opportunities for the organization?'.
However, managers and busines%wcl?ers must adapt to changes in their environment to

hlA

effectively identify the cs and opportunities that may arise, enabling them to perform
efficiently?!. There is o “doubt that the success and performance of Small and Medium
o \
Enterprises (SMQS)\’OI‘I wide are strongly influenced by their operating environment. The
location of ess can significantly impacts its performance, either positively or negatively,
throughsng)us internal and external environmental factors. A healthy business cannot live in an
unstable environment; therefore, the business environment is crucial to the survival and
development of enterprises?>. The success of a business largely depends on how effectively it

adapts to its environment. There is little doubt that the political, economic, and technological

environments will continue to encounter notable challenges and risks in the near future. Scholars



also recognize the political environment as a key factor impacting business enterprises. A
nation's political climate and other environmental elements can have an impact on business
performance and introduce risk, which could result in losses for the company or jeopardize its
source of profit?}. Studies of the impact of the external environment on organizational
performance revealed that all performance measures were significantly positively impacted by
the external environment?*. While the external environment was expected to n. % impact
organizational performance, it surprisingly showed a positive influence. Smalt*and Medium
Enterprises (SMEs) are essential to the economic growth of emergir@\developing nations.
Small businesses undeniably drive economic development, reduce, poverty, create jobs, and
contribute to lowering crime rates in third-world countries.@ xisting SMEs have fewer than

20 employees, primarily made up of family members, p&Qcommon limitation is their tendency

to rarely expand by hiring additional staff or oQen w branches.?®

The challenges facing Small and Medip&%erprises (SMEs) in Nigeria seem to be worsening,
as frequent shifts in government e%@% policies fail to account for their impact on industrial
development. Additionally, p, . %l instability, a lack of clear policy direction, and insufficient
investment in technolo Qadvancement and socio-cultural sectors have created knowledge
gaps within the eé/&ﬂ, limiting SME productivity. No business can thrive without supportive
institutions, ’S@able conditions, and conducive environmental factors?®. This suggests that a
busine&&rates within a complex network of interactions and relationships involving human

resources, material resources, and other interconnected systems.

1.2 Statement of the problem



Small and Medium Scale Enterprises (SMEs) serve as a vital means to address the challenges of
unemployment, economic growth, and equitable development in emerging nations. Globally,
SMEs contribute significantly by creating jobs, entering new markets, and expanding economies

through innovative and creative approaches.

Despite these important roles and the substantial contributions of SMEs to national économies,
those in the manufacturing sector face numerous environmental challer@%nd unique

constraints that impact their performance?’. These challenges result in s gﬁdagnant growth,

low industrial output, business failures, and poor service delivery am SMEs. The primary
reason behind these obstacles is often linked to the environrr@ in" which SMEs operate?®: 2.

Therefore, no SMEs can operate in isolation successfully W@Jt depending on its environment®

o

Prominent among these factors are legal, te@gical, political, economic, and socio-cultural
factors surrounding the operational ac%@of small and medium scale industries in Nigeria.
Those environmental factors alw. \nder the progress and growth of the organizational goals.
The environment in which @are situated and operate plays a crucial role in influencing their
daily activities®'. Changes in government policies, for example, compel SMEs to adjust their
.
strategies to li@th new regulations. Similarly, advancements in technology can make
existing pr. or processes outdated, necessitating adaptation. These factors are external to
the bu?l\ass and beyond the SME's control. Research has shown that the external environment
significantly impacts SME performance®> 33, However, there is limited empirical research
examining the relationship between external environmental factors and SME performance in

Benue State, highlighting a research gap that this study aims to address.



External environmental factors such as political, economic, socio-cultural, and technological
influences significantly affect how organizations operate. Businesses rely on their environment
for essential resources, including information, ideas, raw materials, financing, and labor, as well
as for markets to consume their goods and services. This means that a business’s activities are
shaped by environmental forces like social, economic, technological, and legal or regulatory
factors. In Nigeria, for instance, technological factors have encouraged ﬂcy listed

manufacturing firms in the food and beverage industry to adopt multitproddct marketing

strategies to stay competitive. O

%sn‘[al factors and Small

and Medium Enterprises (SMEs) development on one han

Several past studies have examined the relationship between

d"also environmental factors and
Small and Medium Enterprise (SMEs) performance %%her“‘”. However, there still lacks in
depth understanding of the significant effect of bligig€ss environmental factors on SMEs as few
studies have been done on the effect of en 'oX‘nental factors (political factor, economic factor,
socio-cultural factor and technolo@actor) on Small and Medium Enterprises (SMEs)
performance in Oyo State, Nigeki Iso, having critically reviewed many previous studies that
have been carried out in % dy, it is observed that no study has been specifically investigated
the combine eff ’@?gerial skills and these environmental factors on the profitability,
innovation, sa@revenue and employee satisfaction as measures of SMEs performance.

This s ud@efore, aims to address the gap by examining the impact of environmental factors
and managerial skills on the performance of Small and Medium Enterprises (SMEs) in the
manufacturing sector of Oyo State, Nigeria, using profitability, innovation, sales revenue, and

employee satisfaction as key performance indicators.



1.3

Aim and Objectives of the Study

The aim of this study is to investigate the influence of environmental factors, managerial skills

on Small and Medium Enterprises (SMEs) performance in the manufacturing sectors in Oyo

State, Nigeria. To achieve the above, the following specific objectives are set out:

ii.

iii.

1v.

Vi.

1.4

examine the influence of environmental factors (economic, political, tew&ﬂogical,
socio cultural) on profitability in the selected manufacturing SMEs; Q

ascertain the influence of environmental factors (economic, political;*technological,
socio cultural) on innovation in the selected manufacturin @ )

determine the effect of environmental factors (econorhic, political, technological,
socio cultural) on sales revenue in the selected turing SMEs;

evaluate the impact of environmental av&Q(economic, political, technological,
socio cultural) on employee satisfactioﬁb e selected manufacturing SMEs;

e

evaluate how managerial skills % ately impact SMEs’ performance in the selected
manufacturing SMEs; and\\

examine the over@ uence of environmental factors (economic, political,

technological; OQ:ultural) on SMEs performance in the selected manufacturing
SMEsl:‘@

\jé%h Questions

In line with the above stated research objectives, the following research questions are answered

in the study:

1.

how does environmental factors (economic, political, technological, socio cultural)

influence profitability in the selected manufacturing SMEs?



ii.

iii.

1v.

Vi.

1.5

what effect does environmental factors (economic, political, technological, socio

cultural) have on innovation in the selected manufacturing SMEs?

influence sales revenue of the selected manufacturing SMEs?

how does environmental factors (economic, political, technological, socio cultural)

to what extent does environmental factors (economic, political, technolc&ical, socio

cultural) impact employee satisfaction of selected manufacturing SMEjQ

how do managerial skills moderately impact SMEs’ performance

manufacturing SMEs? é

the selected

to what extent do overall environmental factors (economic, political, technological,
;:c

socio cultural) influence SMEs performance in
2
°

Research Hypotheses

The following research null hypotheses, w&ested to achieve the objective of the study:

HO1:

HO02.

HO3.

HO04.

Environmental factors (ecQﬂchac, political, technological, socio cultural) have

significant impact on @bility in the selected manufacturing SME:s.

Environmentgl\' ctors (economic, political, technological, socio cultural) have
[ ]

significant.effect on innovation in the selected manufacturing SMEs.

El@tmental factors (economic, political, technological, socio cultural) have

%iﬁcan‘t impact on sales revenue in the selected manufacturing SMEs.

Environmental factors (economic, political, technological, socio cultural) have

significant influence on employee satisfaction in the selected manufacturing SMEs.

10

ted manufacturing SMEs?

no

no

no

no



HO0S5. Managerial skills have no significant impact on SMEs’ performance in the selected

manufacturing SMEs.

HO06. Overall environmental factors (economic, political, technological, socio cultural) have no

significant influence on SMEs’ performance in the selected manufacturing SMEs.

A\
S

1. Organizations: The findings will benefit Small and Medium En@ses (SMEs) owners

1.6  Significance of the Study

This study will be valuable to the following stakeholders:

and managers in Oyo State by providing insights on l& effectively assess the
business environment, ensuring the achievement of t 1ness objectives.

2. Government Agencies: Agencies such as mall and Medium Enterprise
Development Agency of Nigeria (SMED@ Youth Enterprise with Innovation in
Nigeria (YOUWIN), and the Nat1on erprlse Development Program (NEDEP) can
use the findings to train SME 0\&%@ d managers in managerial skills, enabling them to
navigate economic, socu&@c? political, and technological factors more effectively.

3. Policy Makers: T @ aims to help the government develop appropriate policies and
an enabhng ) onment that will foster the growth and stability of SMEs in Oyo State,
while el@lem protect their assets.

4. Res ers: This study will contribute to academic understanding by highlighting the

\mpact of external business factors (economic, political, socio-cultural, and technological)
on SME performance in Oyo State. It will add to existing knowledge, particularly by

combining these environmental factors into a single model, an area with limited research.

11



5. Employees: The study will help SMEs' employees gain a better understanding of how
external business factors affect the overall performance of their organizations, fostering
greater awareness of their role in the business environment.

6. Entrepreneurs: The results will serve as a foundation for entrepreneurs running SMEs,
providing them with the necessary insights to make informed adjustmen&to their
businesses, promoting growth and ensuring sustainability. Q

1.7 Scope of the Study Q/O
Content Scope é

The content scope of this research is focused on exami e environmental factors,
managerial skills, and the performance of Small and @um Enterprises (SMEs) in the
manufacturing sector of Oyo State, Nigeria. The stu%’@%ﬁcally considers economic, political,
socio-cultural, and technological factors are h\@raators of environmental factors which is the
independent variable while proﬁtabili,tys\'ﬂ;ovation, sales revenue, are used as measures for
performance of SMEs. These fact%gﬁ}ng with managerial skills, were analyzed in relation to
SME performance. The stud \% targeted owners and managers of registered manufacturing

SMEs in Oyo State, ch&%@r its significant concentration of SMEs ranking third after Lagos

and Kano, accor{r&f}exs
O

Geograpycal Scope

The geographical scope of this study covers selected registered manufacturing Small and

EDAN (2013).

Medium Enterprises (SMEs) from three geopolitical zones: Oyo North, Oyo Central, and Oyo

12



South in Oyo State, Nigeria. The manufacturing sector was chosen because it seems to be one of

the most impacted sectors by the business environment in the state.

1.8 Operational Definition of Terms
The following terms are operationally defined based on their usage in this study to erls&re clarity,

simplicity, and avoid ambiguity:

Business Environmental Factors: These are external elements that 1ng<rgedﬂow businesses,

including SMEs, operate, grow, and either thrive or struggle. Q

Controlling: This refers to the management function in S @ ensures planned outcomes are
e

achieved through supervision and direction at all levels 0 usiness.

Economic Factors: These include the overall ec C condltlons such as trade rates, inflation,

unemployment, interest rates, economic dev. *Ant rate, per capita domestic product, and more.

D

Employee Satisfaction: This reflec level of contentment employees feel about their jobs
ploy ‘& M J

and the organization they Worﬁ 1th1n SMEs.

Innovation: The prac @ﬂwaﬁon of new ideas that lead to the introduction of new products

or services, or th¢ improvement of existing ones, by SMEs.

Manager@gs: These are the knowledge and abilities of SME managers to perform specific

managéfnt tasks or activities effectively.

Planning: This is the process of developing and executing plans in small and medium-scale

enterprises (SMEs).

13



Political Factors: These include the government regulations that control SMEs, such as property

inspections, application reviews, and data management.

Profitability: This is a measure of how effectively an SME converts its costs into profit for its

owners.
Sales Revenue: This is the income earned by SMEs from selling goods or providir@%ces.

Socio-cultural Factors: These are societal forces stemming from social st@ or national

cultures, including customs, traditions, beliefs, norms, and values uphe@&ﬁe society.

SMEs Performance: This refers to how well an SME is@)ﬁng in terms of loyalty,

investment, profit, revenue, growth, expansion, and employ tisfaction.

Technological Factors: These refer to the pace oéfawlogical advancements and scientific

developments that can significantly impact so\\@ d the operations of SMEs.

§
S
O
N
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Chapter Two

Literature Review

This chapter aims to review the existing literature related to the research topic. The previous
chapter offered an overview of the research area and discussed the impact of environmental
factors on company performance. The researcher expanded on this with relevant 1j§ature. To
critically analyze the subject, this chapter is structured into sections coverin@&conceptual

review, theoretical review, empirical review, research gaps, and the conce&uaiﬁdmework.

2.1 Conceptual Review Q E
2.1.1 Performance Q

Performance refers to the extent to which an og%Qatmn meets its strategic objectives'.
Organizational performance is an outconb\grbeved when an organization successfully
formulates and implements a value crea@trategy which enables customers receive a service
or product of value greater than &gpt\hey are willing to pay for?. Performance is seen as
success®. Defining performa\@%mall-scale enterprises as the ability to contribute to job and

wealth creation throug& rises start-up, survival and growth?.

Organization p@nce is a measure of effectiveness and efficiency. A company is effective
if it produc right goods or services that customers desire and are willing to patronize. It is
even eh&ient if it does that at a reduced price. Generally firm performance refers to the success
of the firm. It is a measure of an enterprise’s success in achieving its goals, it is the degree to
which a feat or a deed is being or has been accomplished. Performance is the result from a person’s

effort which is achieved by the presence of labour, ability and assignment perception, effort because of

motivation, satisfaction, and organizational commitment that shows the amount of energy used by an
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individual in initiating a task> % 7-8. Performance is one of the elements that is assessable through the level
of their productivity’. This includes the quality, quantity, knowledge or creativity of individual towards
the accomplished works that are in accordance with the responsibility during a specified period. In other
words, the assessment systems must have some standard strictures that can also be seen from output,
product quality, productivity, cost management, safety and health, employees’ relationship and

development!'®. However, performance can be viewed on how an organization is faring i s of level

of loyalty, investment, profit, revenue, growth, expansion of the organization ani a tion on the

employees’ etc'!. Organizational performance can be measured in terr& el of output'?

0
Consequently, performance is the product accomplishments, resul @ achievements in an

organization'®. Performance as employee’s achievement level in his/ esponsibility and duties assigned
in the workplace!?. Understanding determinant factors of SM@formance are viewed an important

area of focus in Enterprises'>. 2 er

Therefore, a good measurement of organizat'oc&formance must be able to consider the goal
of the owner designed to promote the bp@ such as SMEs in the areas of some specific results
as output and profitability'*. In th@@view, organizational performance can also be used to
view how an enterprise is d@l terms of level of profit, market share and product quality.

Accordingly, it reflects pu of members of an enterprise measured in terms of revenue, profit,

growth, develop@\m expansion of the organization'>. Performance has been a central
concern or %@of researchers and organizations. Thus, several organizations studied in the
literat %&e focused on the reason why some firms perform better than the others. However,
scholars in this field have proposed several definitions. This means that performance is not
without meaning. Although, organization performance cannot be left in anticipation that will

develop naturally, despite the employee’s natural desire to perform and be rewarded for it'°. This
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desire needs to be accommodated, adapted, and nurtured. Meanwhile, researchers have different
believes that most agreed that no single measure exists for organizational performance!?.
Organizational performance construct can be measured by effectiveness, efficiency, satisfaction
and innovation of the product?$. Organizational assessments of performance in sales growth,
customer satisfaction and profitability were measure in their businesses'4. Meanwhile, influence
on organizations performance can be obtained by giving a consideration Qﬁ:llectual
excitement for individual and charisma which will be able to make changes, to Better direction,
for example by giving training, counselling, sustaining the frequenc;@éeraction in order to
achieve a certain goal 7. Therefore, to conceptualize organiz 'o$performance in this study
based on the owner/manager’s perceptions of the performa Qe organization in terms of the
extent to which its objectives have been achieved'* !2. be

(&

2.1.2 Small and Medium Enterprises (S }\9

Small businesses lack a universally s\ﬁeﬁnition, both in Nigeria and globally. Variations
in capital expenditure, workfo@e, sales turnover, fixed capital investment, availability of
plant and machinery, m. e%are, and level of desvelopment contribute to these differences,
which vary from 1{&0 country and are often debated among scholars, writers, and academic
institutions!8. are typically defined by the size of the enterprise, measured by the total
number oﬁloyees or the value of its assets!®. In Nigeria, the Central Bank of Nigeria (CBN)
defines an SME as a business with assets not exceeding ¥200 million, excluding the value of
land and working capital, and employing between 10 and 300 people?.

In Nigeria, the Third National Development Plan defined a small-scale business as a

manufacturing entity with fewer than ten employees, or one whose investment in machinery and
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equipment does not exceed six hundred thousand naira?!. Similarly, the Central Bank of Nigeria
(CBN), in its credit guidelines, classified small-scale businesses as those with annual income or
assets of less than five hundred thousand naira (N500,000)?'. The Federal Government’s Small
Scale Industry Development Plan of 1980 defined small-scale businesses as any manufacturing
or service industry with capital investment not exceeding N150,000 for manufacturing and
equipment alone. The Small-Scale Industries Association of Nigeria (1973) defi Qsm 1l-scale
businesses as those with investments (capital, land, buildings, and equipmenthpQN@,OOO and
employing no more than fifty people. The Federal Ministry of Industr@ defined small-scale
enterprises as those that cost no more than N500,000, includi rKing capital, to establish.
Additionally, the Centre for Management Development ( rovided a definition of small-
scale industries in a policy proposal submitted to @ederal government in 1982 as “a
manufacturing processing, or servicing indust lved in a factory of production type of
operation, employing up to 50 full-time }brs'm. In the United States, the Small Business
Administration (SBA) defines a sma{@ness as one that is independently owned and operated

and is not dominant in its ﬁeld,{n@{eets employment or sales standard develop by the agency?2.

Small and Medium Enteﬁg@ (SMESs) are widely acknowledged as the key engine of economic

development (SWO 13).

.1: Classification Adopted by SMEDAN for National Policy on MSMEs

Homestead 1-2 persons Less than 3 Million

AN V]

Entrepreneur
Micro enterprises 3-9 persons 3 <25 Million
Small enterprises 10 — 49 persons 25 <100 Million
Medium enterprises 50-199 persons 100 Million <1 Billion
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Source: Adopted from SMEDAN, (2021)

Small and medium enterprises (SMEs) are key economic actors and drivers of economic
development the world over, and indexes of industrialization, modernization, urbanization, and
gainful and meaningful employment for all those who are able and willing to work or establish a
business?? 26, Small businesses have ten (10) to forty-nine (49) employees, whereas medium-
sized businesses have fifty (50) to one hundred and ninety-nine (199) employeQARhe SME
sector may help transition to a market economy by creating jobs, producin@gr, advancing
technology, and supporting social development?’. SMEs may boost sogi d economic growth,
notably in Nigeria. They may also gain management and technic@lities. SMEs account for

96% of businesses and 84% of employment in Nigeria?s. QQ

This sector plays a pivotal role to the economic g wb d development of any nation. It has
been studied that the small and medium ente@are germane to growth and development of
any economy. A central issue dominatiP %debates around the world and Africa has been to
induce economic growth through ﬂ\gj\owth of SMEs. SMEs contribution to the Nigerian
economy is essential for the 'a@nplishment of the broader development objectives such as
poverty relief, spreading ployment opportunities and increasing indigenous ownership of
resources in the '0?\&]; °. This has made the government to make efforts at encouraging the
growth of smathand medium scale enterprises in Nigeria. Various policies, programs and plans
have bﬁ/@utiated for the benefits of the small and medium scale enterprises. Small and
Medium Scale Enterprises (SMEs) contribute about half of Nigerian GDP and accounts for over
25 percent of employment in the country small and medium enterprises contributes about 48% to

Nigeria Gross Domestic Product in nominal terms*®. This typifies the importance of small and

medium scale enterprises to the economy of Nigeria. This sector is responsible for most of the
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advances in new products and process and provides most of the employment opportunities, as a

central indicator of the overall operation of an economic system?!.

2.1.2.1 SMEs Performance

Despite the fact that SMEs exist, their performance has been a source of conce&since the
country's SMEs continue to deteriorate (not all SMEs are experiencing growth@;cording to
studies, 90% of new businesses fail before their third anniversary duéqce.hck of suitable
environmental conditions®*. Furthermore, some SMEs have made 'the point of survival
despite low performance, which could be attributed to inaat management**. The poor
performance of SMEs in Nigeria is due to a number o@.lses. Inadequate small business
financing, a difficult economy, a lack of small bu& insurance, and so on. As a result, a
company's market share, product volume, c%@demand, loyalty, and investment can all be
measured using performance. Perft ce 1s the product success, results-oriented
accomplishments, and organizatio&%omplishments as a result of this?®. If the business
climate is favorable, a corpo@*vﬂl be able to realize its goals. Organizational performance is
one of the characteristi Q may be measured by the level of production®®. This relates to a
person's ability t@@

quality, qua?tb@comprehension, or originality.

items that meet the standards over a set period of time in terms of

Perfor%gl is defined as the measuring of an organization's output, product quality,
productivity, cost management, safety and health, employee relationships, and development™.
Understanding the elements that affect the performance of SMEs is a major priority for

companies®®. Organizational performance measurement is defined as the product effectiveness,
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efficiency, satisfaction, and innovation?®. Company’s performance was measured in terms of

sales growth, customer satisfaction, and profitability?’.

2.1.2.2 SMEs Performance Measures \
The term performance refers to the act of performing, execution, accomplishm@ﬁllment of
a given task measured against preset standards of accuracy, complete@,(ggst, and speed?®.

Performance indicates how the management of an enterprise has omplishing the goals,
e ‘of

which they had set for the enterprise®®. Performance is a m the degree to which an

organization fulfills its purpose and the purpose is to achiev@obj ectives®.

Q

SMEs performance is a measure of SMEs success iving its goals. Performance of SMEs is
defined as an association's capacity to make 3@}' and worthy results*’. Different scholars have
different view of performance measuré@ f SMEs. Henezel, measuring performance, SMEs
must establish some standards an@en they must gauge and evaluate their strategies, values,
practices by benchmarki ®1 high performance*!. Also, performance is measured for
evaluating how well S%s iS performing cited in 4*%3,
.

Performances a@ersely measured and the perspectives are unified and are constantly
monitored e contextual view of the organization**. Meanwhile, performance is likely to
be cowualized, measured and operationalized differently thus making comparison an
enormous task*> 46, Determinants of small business performance are subdivided into three
categories namely: individual, firm, and environmental characteristics*”> . Under the individual
characteristics of the firm, the studies focused on individual characteristics like education,

experience, entrepreneurial competence, age leadership practices, race, MD personality, gender,
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industry experience and how they affect performance. The second set of studies that focused on
the firm characteristics examined top management team, family control, and operations
management, stage of development, structure, strategy /planning, competitive orientation and
how all of these characteristics affect performance. The last category of studies that focused on
environmental characteristics examined stockholders, financial institutions, suppliers&ustomers,
regulatory agencies, consultants and competitors. Q

Performance means different things to different organizations and shoul@be measured
financially and non-financially. Before the 1980s, financial criteri@%ﬁt, ROI, sales and
productivity) were used to measure performance but after 198 1l the present moment,
nonfinancial criteria have received considerable attent m scholars, researchers and
industrialists. These non-financial criteria include: p@unicaﬁon, stakeholder satisfaction,
competitive position, just-in-time delivery, total management and trust*®, Small business

NS

performance can be measured in terms oksme, profitability, capital base, turnover and
R

employment®. These criteria are bot é and non-financial in nature.

One performance measure that '\&ely used among small businesses, as a subjective indicator
of the overall business 1@ ance is the degree of owner/managers’ satisfaction with the
business perform. @w researchers have consulted owner/managers about their views on
success of the@s ness ventures*’. The success of small businesses as actual performance equal
to or he a@d to define success can lead to a false judgment on the actual performance®. For
example, a small business with declining profits or market share could be failing when in fact its
owners/managers are satisfied with the overall business performance. Adequate income, job

satisfaction, a happy workforce, and a stable market position are all factors that lead to small

business owners/managers’ satisfaction.
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In the literature, business performance has been widely measured basically in three parameters
namely growth (turnover, number of workers and market share); survival and profitability (profit
and return on investment) >° -2, Some scholars have argued that growth is the best criterion for
measuring performance and is an important precursor to achieving other financial goals °%3°. Be
it growth, profitability or survival, the criteria for performance measurements are expected to be

holistic in nature i.e. both financial and non-financial. Hence, this study adopts bfola cial and

¢
S

Financial performance indicators %

nonfinancial measurement of performance.

Profitability: Profitability is a very significant indicator fogging the performance of SME:s.
It is an important factor for an enterprise to survive in co@@titive environment. Profitability is a
definitive goal for any business association and is ility to make-benefit. Revenue and costs
are used to calculate profitability. Income inc}b{ capital is the gross profit generated during the
accounting period, because of the no ; Akvities carried out by the enterprise. Expenses are
outflows incurred through the @L activities carried out in an organization, resulting in

reducing both fixed and %@sets or increase liabilities and reducing capital>.

Q)

.
Sales revenue: %Mvenue is income that comes specifically from sales. This can be sale of a
service (su owing a lawn, creating meal plans, or doing the taxes for someone) or it can be
sale ot\s&lcts (such as a potted plant, loaves of bread, or tax prep software). It can also be a
combination of products and services. It includes the total income from all sales in the business.
Sales revenue represents the profits from what a company sells, while total revenue includes both

this figure and other income streams.
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ROA: Return on Assets (ROA) is one of profitability ratios. In the analysis of financial
statements, this ratio is most often highlighted, because it is able to indicate company success to
create profits. ROA is able to measure the company ability to generate profits in the past to then
be projected in the future. Assets in question are overall company properties, obtained from the

capital itself or from foreign capital that has been converted into company assilsed for

Innovation: Innovation as originator, receipt and implementat@ew ideas, processes,

corporate sustainability.

Non-financial performance indicators

products or services*. The practical evidence for asson between innovation and
performance seems to be mixed. Some publications hav%ued about positive relationship
between innovation and performance whiles otheb%%ical studies have contradicted this
conclusion®. Entrepreneur with competitive}'\g%ion skills has a deep understanding of the
SMEs which catapults their performane& the large extent’®. SMEs characterize the root of
their advancements level of inno&%capacities to inside components, for example, self-
inspiration, learning, knowl@specialized capability and outer elements like client pre-
requisites and interest, &ave by suppliers of gear and materials, market open doors and
rivalry®’. C@

Market sh%é\/larket share has been seen as the most influential measure to evaluate the
marke&{ggérformance%. According to the research conducted by the Profit Impact of Market
Strategies (PIMS) project and the Boston Consulting Group, companies which have focused on
gaining market share can enjoy the economies of scale and long-term profitability>®. Therefore,
market share seems to be the main emphasis for a lot companies and also generally seems to

dominate market concentration measures in explaining companies’ profitability>®. Since the

28



major goal for a company, regardless of which performance measures it uses, is to be profitable,
previous research has indicated that companies with higher market shares are able to enjoy
higher rates of return on invested capital®. Therefore, this is the major reason why market share
has received so much attention from businesses. However, academic journals have questioned

the validity of the market share-profitability relationship>® 1.

Employee satisfaction: Employee satisfaction is described as the state in Whici@ayee shows
likeness and happiness with his job instantly®?. It is further explained as &gﬂwyee likeness of

his job that positively motivates him to carry out the tasks to achi anizational goals and
objectives. Employee satisfaction is related to performance ap %a way that if employees’
satisfaction from performance appraisal reflects in th@ performance®. Scholars have
documented direct linkage of organizational pr%ﬁb%y and customer satisfaction with
employee satisfaction because satisfied empl@@% more loyal and productive®.
)
N
2.1.3 Business Environmental@c?s and SMEs in Nigeria

2.1.3.1 Economic envir@npact on SME:s in Nigeria
v

Small-scale busine.ss’e\ﬁ e long been recognized by all levels of government as key drivers of
economic development in both advanced and developing economies worldwide. This recognition
stems from pact small-scale businesses have on the economy by bridging the gap between
scien ésp%kets, and technology. The crucial role of small-scale businesses as a foundation for
driving and sustaining economic growth became especially evident when Nigeria adopted its
indigenization policy through its national development plan®’. This plan established a structural

framework with blueprints for strategic positioning. The Nigerian economy holds the potential to

enhance the performance of small-scale businesses®®. The 1970 development plan in Nigeria
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clearly recognized the need for economic stability and self-reliance, emphasizing
industrialization policies and entrepreneurship development®. Recognizing this, the three levels
of government, along with economic policy experts, identified small-scale businesses as a sector
requiring governmental support to create a conducive environment for growth’. This initiative
arose from the government’s commitment to economic stability and its dedication to the goals of
the development plan and indigenization policy. Furthermore, the Nigerian %\ent has
established various institutions to support small-scale enterprises in the cou Qhese include
the Bank of Industry (BOI), the Small and Medium Industries Devel Agency of Nigeria
(SMIDAN), the Nigerian Agricultural Cooperative and Dev % Bank (NACRDB), and
Microfinance Banks. Additional programs like the Famil ort Programme (FSP), Family
Economic Advancement Programme (FEAP), and ﬂg"@nal Poverty Eradication Programme

introduced under Obasanjo's administration were plemented’!.

&
O
These initiatives aim to encourage the.l& g sector to assist in stimulating economic growth
through fund mobilization and sm%(&c&less support. This approach aligns with Schumpeter's
theory that economic recess'@&an be countered when governments provide a sustainable
framework to support s Qnd medium-sized enterprises. Small scale business performance
thrives in a suité%@%’(} omy’?. Economic environment of small scale businesses to a large

extent dete @ the success or failure of business enterprises in the country’. Economy is

consia\Q}z{able when there is constant output, exchange rate, interest rate and low inflation’’.

More so, for small scale enterprises to drive in a giving environment, the government at the
center should make the environment conducive, by maintaining a fix inflation and exchange
rate’’. Government should take proactive steps that would gradually bring about turn-around on

the economy by stimulating, mobilizing and encouraging small scale businesses, through
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provision of enabling environment that supports creative idea that culminates to production of
goods and services®. Unfavorable economic environments are in most cases orchestrated by the
arbitrary increase or fluctuation of exchange rate, interest rate and inflation rate on Nigeria
economy’2. The proportionate increase on inflation rate from 1973 to 2019 as: 0.23% to 26%,
respectively®. Most small-scale enterprises face relatively high costs when procuring raw materials due

to inflation. High inflation rates significantly impact the operations of these businesses Q\U‘l uting to
increased per-unit costs for producing domestic goods in Nigeria, which in turn rai esgprices of their

products. However, the exact extent to which inflation affects the perfoma@\mall-scale enterprises

remains uncertain, thus prompting this study. %

The exchange rate has also shown a proportionate increa@@ 0.56% in 1973 to 180.3% in
2019%. Many small-scale businesses rely on import d@laterials, making them vulnerable to
fluctuations in the exchange rate, though the exteﬂ@ ts impact on their performance, given the

A\

survival strategies they employ, is unclear arrants investigation in this study. Furthermore,
-\
interest rates have risen signiﬁcanﬂ&&s\l 7% in 1973 to 14% in 2019%. Despite government
interventions, small-scale busin@ continue to face challenges in obtaining loans due to

N\
persistently high interest sat Q
¢

2.1.3.2 Poli nvironment Impact on SMEs in Nigeria.

Q

The high“importance of small and medium-sized enterprises has made them an essential part of
emerging and developing economies worldwide’3. Attracting investments for small and medium
enterprises represent a vital role in line with market development, which is accomplished by

influencing sustainable growth in trade, production, and services. SMEs face lower financial
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constraints in countries with high per capita GDP, low corruption, developed stock markets
compliant with rules®.

In recent decades, governments in developing countries, like Nigeria have adopted the broad and
varied policies to increase the capacity and sustainability of SMEs due to the importance of the
labor force employed in these countries. Some researchers believe that SMEs are more creative
than big ones in the field of innovation, and the flexibility, innovation, and spee Qea tion are
their relative advantages. Further, SMEs develop the product innovation by\depafting from the
traditional focus on the product and applying new technology. Howev@e ite the institutional
and political backing of these governments, there are still conc %ut the survival of SMEs.
In addition, the results of some studies indicated that @ nfluence the global economy
through the channels of “entrepreneurship,” “tec nq@innovaﬁon and change,” “industry
dynamics,” and “creating job opportunities and i ing income™’* 2%5, SME quickly adapt to
the rapid environmental changes, especiall&i eveloping countries and their reactions to the

.

economic and political factors is fa&%nd suffer less risk compared to the big firms. In this
regard, today's' economic refor&h as the formation and launch of SMEs in many countries,
especially developing co@% are considered as a strategic approach. Further, the need to
change the role o ‘g{xe' ent, empowers the private sector, and increases the competitiveness
of the econo a(m(interaction with the rules of globalization, etc., necessitates the policies
based on %’Qonomic liberalization and strengthening of the private sector to develop economic
activit&

Between 2016 to date, Nigeria has witnessed mass close of small and medium scale enterprises

(SME?5) including large scale firms, which can be traced to harsh government regulations. The

high cost of foreign exchange is an issue of concern to businesses. Why many companies shut
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down operations completely, orders reduced production by close to 50 percent, declared some
employees redundant and slashed the remuneration of the remaining employees®®. Banks are not
left out as they struggled with declining operation profitability and poor liquidity. There have
been increase in cases of merger and acquisition, a good example are cases that led to take over
of Sky Bank by AMCON and renaming same to Polaris Bank, and the recent merger, of Access
Bank with Diamond Bank. The economic health of a nation is an important factoQQhe alue of

its currency’. And exchange rate policies affect business operations in N@{&

The multinational business managers in Nigeria operates in a dy political environment
characterized by risks of multiple taxation, currency deti n, inflation, repatriation,
expropriation, confiscation, campaigns against foreign@)ds, mandatory labour benefit

legislation, kidnapping, terrorism, and civil Warsgchions taken by government such as

regulatory, legal framework, and political @uay decrease business income and acts as

barriers to foreign investment. . 5&

Although it has been establishe(@qa? the political environment has a link with business
performance, there seems to @"k equate literature and empirical evidence in Nigeria that relate
the political environment touthie performance of multinational companies
XN

Government thr \he apex bank reduced access to dollars in 2015 for organizations that
import 43 i anging from rice and soap to private jets and Indian incense in a bid to conserve
foreign\h@&:rvesm. This move (currency restrictions) accelerated the country into recession and
fuelled inflation. The federal government recently announced plans to double manufacturing
output to 20% of GDP within six years. The contractionary monetary policy of the present

government through the apex bank has led to acute liquidity squeeze in the economy. The

Director — General, Lagos Chamber of Commerce and Industry (LCCI), expressed worry over
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the apex bank silence on major foreign exchange related issues adversely impacting the economy
and the issues which include acute liquidity problem in the foreign exchange market,
impediments to autonomous inflows and regulations that restrict movement of funds from one
domiciliary account to another, have led to liquidity challenges in the economy”. There are other
issues like adverse effects of the foreign exchange policy on non-oil exports, its disincentive to
foreign direct investments, the negative impact of the policy on portfolio inflow Q&e, effect
on remittances by airlines, foreign investors® dividends and profits, adverse|eftéct on Diaspora
remittances and the effect on investors® confidence as well as the adv@«effects on credit lines
to Nigeria investors and the contentious issue of the 41 items e u%rom access to the official
o

foreign exchange window. Boosting private investment the comes very vital”.

Q
t}’b

2.1.3.3 Socio-Cultural Environment Impac ’bMEs in Nigeria

The socio-cultural environment of I\é@s characterized by diversity, heterogeneity, and
complexity. The country is ho@ over 250 ethnic groups, each with its unique culture,
language, and social pra% his diversity can pose several challenges to SMEs, especially
those located in mm@i, where cultural practices and beliefs can limit access to resources and
markets®’. Ad%io y, the institutional and regulatory framework of the Nigerian economy is
often cha@ized by corruption, bureaucracy, and poor infrastructure, which hinders the
growth ard performance of SMEs®!.

The social cultural environment in Nigeria plays a significant role in shaping the performance of
small and medium-sized enterprises (SMEs). Nigeria is a culturally diverse country, with over

250 ethnic groups and multiple languages. The social cultural environment in Nigeria affects

how SMEs operate and relate to their customers, suppliers, and employees®?.
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One of the cultural traits in Nigeria that affects SMEs is the importance of personal relationships
and trust. In Nigeria, business deals are often based on trust and personal relationships rather
than contractual agreements. Patricia I. SMEs in Nigeria, found that trust is important in building
long-term relationships with customers and suppliers, and SMEs that foster trust among their
stakeholders are more likely to succeed®’.
Also, the collectivist nature of Nigerian culture promotes family and communit @l, which
can positively impact SMEs. SMEs in Nigeria often rely on family members dfid community
members for funding and assistance in running their businesses. Th@ ial and community
support can reduce the financial burden on SMEs and help th@n 1gate challenges they may
encounter®, Q
In addition, the social cultural environment in Ni eﬁb pes how women entrepreneurs are
viewed and their access to resources. Nige{agiﬁb atriarchal society, and women can face
barriers to starting and running SMEs. Stu 'e\s‘have shown that women face challenges gaining
N
access to funding and networks comQ{ o their male counterparts.
Studies have been conducted o&gﬁpact of the socio-cultural environment on the performance
of SMEs in Nigeria. Clﬂ;uSi\\values such as trust, respect, and integrity positively affect the
performance of 2\@ Nigeria®. Socio-cultural factors such as ethnicity, religion, and
language can @gfccess to resources and markets for SMEs®*®. These studies suggest that the
socio-@%nvironment plays a vital role in determining the success or failure of SMEs in
Nigeria.
Essentially, the socio-cultural environment is a critical factor that can influence the performance
of SMEs in Nigeria. The diversity, institutional and regulatory framework, and cultural practices

of the Nigerian economy can pose several challenges to the growth and survival of SMEs.
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However, understanding and adapting to the socio-cultural environment can help SMEs to
overcome these challenges and achieve sustainable growth and development. The social cultural
environment in Nigeria shapes the performance of SMEs in significant ways. SMEs that can
navigate cultural nuances, build trust among stakeholders, and leverage cultural support
networks are likely to succeed in the Nigerian market.

The social cultural environment in Nigeria is characterized by diverse cultural Q%, socio-
economic disparities, and limited access to resources. These factors impactithe p€rformance of
Small and Medium Enterprises (SMEs) in the country. The socia@&hral environment in
Nigeria affects the entrepreneurial process, leading to lo mess survival rates and
underperformance of SMEs®” This is because entreprene@ 1geria face challenges such as
cultural expectations, lack of social capital, and limi e&@s to resources.

Furthermore, the social cultural environment al ects the financial performance of SMEs.
Social factors such as ethnicity, religion, a \gender influence the access of SMEs to finance®®.

.
Women and those from certain ethni G;\\Teigious backgrounds face discrimination in accessing
finance, which affects the gr(&%nd performance of their businesses. The social cultural
environment also affec@narketing strategies of SMEs. Social and cultural practices
influence consu {Q, ior and purchasing decisions®. SMEs therefore need to adapt their
&

marketing stra@e
Q0

o accommodate the cultural practices of their target market.

2.1.3.4 Technological Environment Impact on SMEs in Nigeria.
In today’s growing multifaceted world, small and mid-size enterprises (SMEs) are concentrating
more on using technology to spur growth, client value and market differentiation as such, these

businesses are embracing innovative technologies for breakthrough change and diversification
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and this is eventually the case in a recovering global economy®’. Technological innovation is an
important means to stimulate economic efficiency of SMEs and a source to attain a sustainable
development’!. Essentially, if the SMEs must adapt to the changing external environment and
meet market needs, they must take technological innovation as the basic way®’. In fact, the
progressive development and growth of most successful SMEs is relying on  continued
technological innovation®?. Q

In advanced economy, SMEs played an essential role in driving econov@wth through
investment in fixed assets, generating exports and promoting tec@r integration. It is
observed that in some newly industrialized countries like Taiwan, aysia, South Korea and
Singapore, SMEs have powerfully dictated not only on in@l production strategies but also
on the export earning”. Notably, SMEs constitut thb duction wheels for the large scale
enterprises of these countries and act as_i of accelerated economic growth and
development®. However, the much antic'glt accelerated pace of economic development

.

through SME has not been reached il&ﬂ%brla *,

The Federal Government of Ni n its effort to make SMEs more effectual in the economy
and in lieu to ensure bala@stﬂal development has decided to promote their development in
domestic industrj ’\Q}sities. This is aimed at repositioning the sector for international
competitivene g/allso to make it source of export earnings in a global economy?. To this end
produ@% the SMEs can be further improved through technological innovation and
engaging in research and development (R&D) related activities. Nevertheless, the innovative
capacity of SMEs significantly varies depending on their sector, magnitude, target, resources,

locations and the opportunities accrued to such business environment in which they operate!. It is
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in lieu of this that this study seeks to establish the magnitude and direction of relationship
between firm’s performance (profitability) and technological innovation in Nigeria.

Nigerian government has a vision of becoming among the top 20 economies by the year 2020
which is termed ‘vision 20:2020’and manufacturing sector is being considered as a key sector in
realising this vision. The Nigerian government has recently focused on the development of
manufacturing sector so as to build indigenous capacities as well as preventing t Q&ry from
‘Dutch disease’ which arise as a result of over reliance on the petroleum indusfty. Despite the
governmental efforts on this sector, the contribution of the sector to @s still relatively low
(less than 5%) when compared to other Sub-Saharan Afric 1es (average of 30%)%°.
SMEs dominate the large proportions of firms in the mam@l ng sector in Nigeria, and there

is dearth of studies in the area of harnessing techng% innovations to drive profitability of

SMEs in the Nigerian manufacturing sector.

2.1.4 Business Environmental Factotsj\’&

The concept of environmental @ors of business in Nigeria can be defined as the total
combination of internal @mal factors that affect a firm's operating in a situated area. The
organization’s envirg@nt may include factors such as laws and government activities; clients
and suppliers& ts, competition, and owners; improvements in technology; social and
economic@%&s. Business environmental factors as the physical and operational factors, it is the
combi%n of both internal and external factors that affect the free flow of business activities®’.
Those factors include the following: competitors, government activities, industry trends,
suppliers, distributors, customers, demographics, substitutes, innovations and technological
developments, regulations, the economy, social and cultural factors. A firm is affected by the
environmental factors surrounding the operational ground in which it operates, and the growth of
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any organization depends on the ability to adapt to its environment. The reality of this
complexity for business owners to grow their business is compounded by so many facts which
the business operates. There is a macro environment, which in today's global economy can be
referred to as the entire world, where events often directly or indirectly affect the global
businesses activities such as the COVID-19 pandemic. The circumstances surrounding, micro-
environment, and local events have directly affected the interaction of business Q&s%' The
business environment factors have direct influences on the functioning of t@@ness system.
Consequently, an environmental factor of business can be describe@&ll those forces and
conditions that are mostly external to the firm that cannot be co @y an individual business
unit. Those external forces are government policy, c ors, customers, socio-cultural
organizations, creditors, political parties' national @wtional organizations, etc. Most of
those forces affect the firm directly whilst others the firm indirectly.

Business environment as the physical and }fational factors, both internal and external, that

.

affects the flow of activities in a bu{ﬁ%\&ﬁ‘ hese can both be from both internal and external
settings and affect the smo&%eration and function of an organization'®. Business
environment is consideret@%e sum of all variables within and outside an organization relevant

to its growth, squ\%l prosperity. That is, an aggregate of complex and interacting forces
es o

outside the co f business organizations but relevant to its day-to-day operations!®"- 102 g
2.1.5 F@s Affecting Business Environment
According to studies, there are factors that affect or influence business in an environment®® 100 102,

Some of these factors as displayed in the figure 2.1 are Economic factor, political factor, socio-

cultural factor, and technological factor.

Environmental
factors
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Figure 2.1: Business environmental factors (Author’s construct, 2024)

Economic Factor: Q\
Economic environment is part of the business environment and business enwironment has to do
with a set of forces or factors inside and outside the organization’s pre@s&vhich are capable of
influencing the operations of the organization'®. These set of e 'ﬁmal forces changes from

time to time and the changes can either brings an opportuni@a threat to the organization.

Q

There are two primary types of business environmen@ e internal environment and the external
environment. The internal environment consh@sﬂuational factors within the organization that
management can control. These factof’\&%rimarﬂy the result of management decisions and
include aspects such as employeesé@esses, work environment, and strategy. Management can
influence these internal fa o®help achieve the organization's goals and objectives. In contrast,
external environments %pass a set of forces or institutions that lie outside the organization's

°
control but still a@ts operations. These external factors include the economic, political, social,

cultural, ar% nological environments. This paper, however, focuses specifically on the

econonwnvironment.

Perceive economic environment as those economic factors, such as inflation rate, interest rate,

exchange rate, government tax revenue and unemployment which have considerable effect on

104

the performance of small scale business'®. Economic environment of small scale businesses in

Nigeria consists of those economic parameters that directly or indirectly influence the
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performance of small scale businesses'®. Small scale enterprises do not only thrive in stable

economy but achieve operational efficiency in terms of service delivery to the people!.

Economic environment is referred to as those economic variables (interest rate, inflation rate,
unemployment rate, exchange rate, government and tax revenue) that interact within the
environment of small scale business operations®” Issues relating to economic er&)&nmental
problems affecting the operations of small scale enterprises have elicited seve ppositions
especially in a developing country like Nigeria, where the economy i iefsmn regarding
how to stimulate the economy and selling of national assets®”. The r @g flux in the business

environment continues to pressurize small scale enterprise@zvards superior performance,

especially by being proactive rather than reactive in resp@o the environment®,

O

Economic environment refers to all those fa such as inflation rate, exchange rate,
unemployment rate among others which ha 1ng on the performance of small scale business
196 He further observed that small sc \’Q\%ess depends on the economic environment for all
the needed inputs. Therefore, @uc environment influences the operations of small scale
businesses. In other w. Q\onomic environment consists of those economic factors that
directly or 1nd1rect1 ct the operations of small scale businesses in Nigeria; it includes
inflation rate, 6 ge rate, interest rate, employment etc. Exchange rate is the rate at which the
naira is @ ed to the US dollar. Therefore, it is expected to have positive or negative
implic% on economic stability in Nigeria depending on the nature or components of external
borrowing. Exchange rate is of two dimensions, the domestic currency and foreign currency; it
can also be quoted either directly or indirectly. When it is quoted directly, the price of a unit of
foreign currency is expressed in terms of the domestic currency. On the other hand, the price of a

unit of domestic currency is expressed in terms of the foreign currency'?’.
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Inflation rate is a sustained increase in the general price level of goods and services in an
economy over a period'®. Consequently, inflation reflects a reduction in the purchasing power of
individuals as well as small scale businesses per unit of money on the economy. Inflation rate is
a tool for measuring the stability of the economy'?”. A country with a consistently lower inflation

presents a suitable economy that favours the activities of small scale businesses in thxmtry.

Interest rate is the proportion of a loan that is charged as interest to the borro @Q{owever, it
is expressed as an annual percentage of the loan outstanding. In additién, ifit€rest rate is also
expressed as a percentage of principal, by a lender to a borrower fo of assets.

Gross Domestic Product (GDP) refers to the market or mone@lue of all goods and services
produced in a country over a period. In other wor%@ a general index of economic
development. (GDP growth rate measures the eco@ activities in Nigeria!!!. Therefore, it

measures all the goods and services produceck@cally.

Government Tax Revenue is a measuré%’é& tax revenue which is the income that is gained by
government through taxation. @mment tax revenue is used to finance government
expenditure and help t%%\ribute wealth which translates to financing of government
development progra@lz.

A depressed e%lgnﬁc condition is often linked to an increased likelihood of a firm failing to
repay its @%‘3 During periods of economic expansion, even less stable firms can easily access
debt capital. However, in times of recession or economic downturns, well-established firms with
a history of success and strong performance tend to secure the majority of new debt. This
indicates that small and medium enterprises (SMEs) may struggle to repay debts in a depressed
economic climate. Banks are required to gather expensive information about borrowers before

granting loans to new or existing customers. Uncertainty regarding economic conditions, along
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with the risk of loan defaults, significantly impacts their lending strategies!'*. Increased
uncertainty can impede managers’ ability to accurately forecast returns on available lending
opportunities. In a stable macroeconomic environment, bank managers can more easily predict

returns from potential projects and direct funds toward those with higher expected returns.

However, when the economic environment is in turmoil, bank managers’ abilit& predict
returns accurately will be hindered resulting in more conservative lending bel@% across all
banks. Small business finance is highly and disproportionally affec}{gmacroeconomic
conditions'!’>. Market forecasts, stock market health, overall eco ealth, and monetary
policy all have effects on small business finance. Thus, this stt@%s economic environment
as the totality of economic factors, such as unemploym@income, inflation, interest rates,

productivity, gross domestic product (GDP), and e@% rate that influence the activities of

small and medium enterprises. @%

Economic factors have the biggest effé@w development of any given organization''®. The

development and performance of, t@ﬁlzaﬁons strongly depend on the growth of revenue''’. A

rise in wages enables pec%@pend more money' '8, This factor greatly affects institutions that

collect revenue'"°.
° \\'

National taxation,“terest rate fluctuations, currency and raw material prices are forces that
strongly i@ on the global market'?°. Other economic forces are business cycles, stock market
Values}ﬁP (gross domestic product per capita) figures and inflation'?°. When considering any

business in a country, the size of these forces is very important for instance, the GDP size.

The economic environment refers to the overall economic indicators of the country or region

where a business operates. In today's global landscape, this economic dimension has become
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increasingly complex, adding uncertainty and challenges for organizations and their managers'?'.
The economic environment significantly influences the opportunities available to an organization,
as a growing economy creates the potential for existing businesses to thrive and for new ones to

emerge'?2.

This environment encompasses factors such as fiscal and monetary policies, infldtion rates,
interest rates, unemployment levels, and foreign exchange rates, all of w@an impact
organizational performance!?’. Businesses operate within an economic@gﬂi}mem that both
shapes and is shaped by their activities, characterized by dynami active, and uncertain
variables, many of which are influenced by government eu@lic policies. The government
plays a crucial role in the macroeconomic landscape, signi@tly affecting income distribution,

interest rates, and inflation rates, all of which @%e positive or negative effects on

organizational performance. However, this @ll focus specifically on inflation rates and

interest rates. . 5&

The inflation rate refers to a susfai upward movement in the general price level over a
specific period, which als '@es a decline in the value of money. Essentially, it represents a
decrease in the pur‘ch% power of a nation’s currency'?*. In other words, inflation signifies a
continuous rise i@sumer prices, making goods and services more expensive. Inflation can
occur due t g production costs, primarily driven by increased wages and high energy costs.
As a r&\ﬂn, companies often pass these higher costs onto consumers in the form of increased
prices. Another contributing factor to inflation can be excessive demand in the economy, which
may arise from tax cuts, lower borrowing costs, or increased government spending. This
heightened demand encourages businesses to capitalize on consumers' willingness to spend by

raising their prices, which can lead to further inflation.
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Interest as the cost of hiring money or credit, in other word, it is the dividends one gets for not
hoarding money'?°. Interest rate as the price one pays for using borrowed money'?°. Interest rate
is the fee charged by a lender to a borrower for the use of borrowed money, which is expressed
as an annual percentage of the principal and it is dependent upon the time value of money, the
credit risk of the borrower, inflation rate among others'"”’. Thus, interest rate has to do with the
price lenders expect in exchange of current claims for greater future clai Q;knything
especially money. Thus, it is a certain sum of money paid or received; debtot, pays“interest when
he borrows while creditor receives interest when he lent money. Ecor@&cfactors’ analysis has

shown that in the overall economic growth case, the perform@ rganizations attracts and

increases good will from other sectors in a state!?’. Q

The research on modeling financial product purch@hat economic factors play a vital role
along with individual precise characteriﬁ\gg’b determining the customers’ purchasing
behaviors'?®, They additionally suggg&lat if an economy is unfavorable, then the
organizations’ marketing departmeés)@\lneed to be selective in targeting their products as only
certain specific groups will [@y purchase there. On the overall Tang et al. believe that the
interaction between economié variables and socio-demographic variables are most significant in
improving the seéﬁé

and providi curate predictions of future purchases. Therefore, economic environment

ién or targeting of customers by providing predictive purchase rankings

inﬂueﬂ@k operations of small scale businesses.

Political Factor:
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The political-legal environment includes such factors as political stability, strategic development
objectives, small and medium business promoting, the government executed institutional
promotion and regulatory policy, the government’s support and the business of an institution’s
regulating legislation. Legal and bureaucratic restrictions are one of the main obstacles to the
development of revenue collection business. Usually legal documents promote Krevenue
collection activity and therefore its performance; but there are cases when to *specific
conditions, the activity may be legally restricted!?®. The social cultural envirgnmgfit refers to the
cultural and societal factors that shape the behavior, attitudes, and@ of individuals and
groups. It includes factors such as socioeconomic status, raC@ ethnicity, gender, religion,
language, and education. Q

The political environment is viewed via the legal fr e-b where the organization operates and
this is done through the laws and regulations guide the operations of the business in
question'*, The political stability of the hronment is also a necessity for effective and

.

efficient operation of the business. T@nagement of the organization must take cognizance of
these constraints, actual and pb@% and seek out the implications for the business organisation
from legal advisers'!. Ps%%forces influencing performance in the business world include:
wars and diplom @ons, trade agreements, sanctions and embargoes, political trends and

events, legislaign pfotecting consumers and safety and health of the employees!'32.

Politic&@ﬂts are most likely to happen in branches that affect certain political goals, such as
native access to national resources, defense and employment'®®, If the market’s economy is a
centrally planned socialist economy, political factors tend to have an impact on the entry mode

134

and performance of the business Government actions are together with suppliers and

customers part of the business process'*. Some kind of legislation can also belong to either
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political or legal forces depending on its nature and local circumstances. The legislation is used
to restrict for example marketing activities, particularly in industrialized countries'3®. Ideal
conditions for the development of revenue collection institutions are political stability, security,

well-defined and functioning legal system, public goods provided by the state — infrastructure,

2\

Legislation and political processes both have an influence on the environment ings that an

environment, information!3”.

industry or firm must conform to!*. Moreover, they suggest that leg%gnﬁormulated and
passed by governments has a significant impact on the firms’ gov . Political constraints
may be put on companies through antitrust laws, fair tr@re ulations, minimum wage
regulations, tax programs, pollution and pricing policies an@s may be perceived as protecting
employees, consumers, and the environment and w%ﬁb%ict the profitability and performance
of an organization. Through patent laws, ’bresearch grants, government subsidiaries,

legislation and political actions may,, @e other hand, protect firms or even boost their

profitability'®. QJ\C)\

The implication of politic @onmen‘[ to a business is that the risk emanating from it is a
measure of likelihczod% political events may complicate its pursuit of earnings through direct
impacts (suc as@ or fees) or indirect impacts (such as opportunity cost forgone)!*’. As a
result, politi sk is similar to an expected value such that the likelihood of a political event

occurrMay reduce the desirability of that investment by reducing its anticipated returns.

Not only that the political environment poses direct risks to firms, but politics is also component
of other external risks. Regulatory changes have the potential to promote or inhibit market

competition, social risks often have political bases and responses, and political mismanagement

123

can turn natural or human-made events into catastrophes'*. Moreover, the political environment
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is often perceived to be outside of management’s control, making it difficult to define, predict,

and align with objectives.

The implication of political environment to a business is that the risk emanating from it is a
measure of likelihood that the organizations profit may be affected directly or indirectly'4C.
Political tensions and heat is created in different ways and by different groups of pérsons. All
these kind of risks can result to violence, directed towards firm’s property z@ployeesl‘“.
Environmental changes are continuously exerting new pressures on co@gspérformance and

for them to adapt with these changes companies often formulate plement strategies to

recognize and reform the way products are assembled and char@d final consumers.

O
\&@\

The socio-cultural environment consisgs&erything that is not contained within the economy

Socio-Cultural Factors:

or political system?®®. Socio—cultural\ggt\ng is made up of collection of activities, and the
relationships people engage in‘@ personal and private lives which include population features,
age, ethnicity, religion, @s, attitude, lifestyles and associates. Socio-cultural environment
deals with the x@e of our people in terms of the norms, belief, custom, attitude and
religion that a@xhibited in the society'#?. These environmentally relevant patterns of behaviour
lead tot\h}%veation of different cultural values in different societies, some of which influence the
decision to create new businesses. Therefore, culture, as distinct from political, social,
technology or economic contexts, has relevance for economic behaviour and business

performance'# 144,
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Culture is “the software of the mind; a collective mental programming of the people’’. It is the
combination of material and spiritual wealth designed by man through process of social and
historical growth!'¥. The total pattern of thinking, emotions and acting, that impact on the
ordinary and menial things in life such as greeting, eating, decision in expressing or not
expressing one’s emotion, interacting with people, or general body cleanliness'#. The means, by
which one makes meaning in life through interacting with the environment is cul 7. The way
of life of people, and the summed total of their behaviours, attitude and matctial things that
controls their actions in a deep and persisting ways which is beyond &ontrol”g. In similar
vein, culture is the individual distinctive way of identifying 't@man-made aspect of the
environment, the perception of rules, norms, roles, and thch is affected by different

levels of culture which include language, gend ,@Q religion, place of residence, and

occupation which as a way of impacting on inteséag al behavior!®.

N\

Socially built reality is when individ)&create a social framework for themselves and
consequently develop it into an %ga\re reality that shapes and influences their behavioral
pattern'>. Business environz@@as a significant degree of influence on the entrepreneurial
intention of individuxgxis makes the study of entrepreneurship vis a vis Business

°
Environment ne<es§y

predictors fr%@e perspective of personality traits alone will not suffice and as such it becomes

s it would lead to new discoveries'>!. Studying entrepreneurship

paramb@d explore the Socio-cultural business environment dimension!% 153,

Social system and culture of people are what mix-up to form the Socio-cultural Business
Environment and consequently the entrepreneurs become mounded by it. All the man-made
intangibles that directly or indirectly affect the people’s behavior and total way of life are

referred to as Socio-cultural business environment'**. The Socio-cultural business environment
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refers to the set of basic common values which contribute to shaping the behavior of people in a

143

society'*. Business entrepreneurial intention is undoubtedly a response to cues from the Socio-

cultural Business Environment.

These factors significantly influence the mindset of individuals, thereby fostering
entrepreneurship. Entrepreneurs are shaped by the business environment, adopting and
embodying its characteristics'>2. The socio-cultural business environment i@al for the
overall industrial and economic health of entrepreneurship and spe%gu.y for individual
entrepreneurs. This suggests that new ventures emerge fro interaction between
environmental conditions and the entrepreneurial inclinations @ population, a dynamic that is
naturally driven by the socio-cultural business environr@ﬁ. People acquire their shared
characteristics and pattern of behavior through so%@%n processes which involves factors
like education, religion and family backg ’Ghese dimensions happen to be the most

prominent in describing the Socio—culturg{b'xiness environment!3,

Beliefs, values, and lifestyles of a @vty are influenced by socio-cultural forces!>®. They further
expound that socio-cultu @tes influence sales of services and products through the
enhancement of sale ervices and products of an industry while suppressing those of others.
.
Consumer pu ch%s/\are strongly influenced by cultural, social, personal and psychological
characterist%§nerally, marketers can’t control these factors but instead take them into account
71, Therd.are internal and external factors that influence consumer behavior; external factors
include economic, demographic, situational, social and technological factors while internal
factors include attitudes and beliefs, learning needs and motives, perception and values, and

personality'38,
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The buying behavior and choices of persons are influenced by four major psychological factors:
perception, motivation, beliefs and attitudes/learning!>®. Attitudes describe a person’s consistent
feelings, evaluations, and inclinations towards an idea or object, thus they place people into a
mind frame for disliking or liking things, for moving toward or away from them!*®. The creation
of target market strategies is, therefore, widely viewed as integral to formulating a business
strategy that is effective bringing the market segmentation concept which i Q&ited as
essential to establishing a target market strategy ' -162, Socio-cultural envirgnmgfit refers to the

man-made intangibles that directly or indirectly affect people’s behavi@\otal way of life 163,

The following are some examples of social cultural environm %citations: "Socioeconomic
status affects children's access to education, healthcare, amgther important resources, which
ultimately influence their development and life ch@@ 64  "Race and ethnicity influence the
way people experience discrimination in soc'\@can impact their mental and physical health
outcomes" !9 "Gender roles and exp@ons vary across cultures and can impact the
opportunities and experiences of &%d women in their personal and professional lives"
166 "Religious beliefs and pra@q%can influence individuals' values, attitudes, and behaviors, as
well as their social &gitical engagement"'®’” and "Language barriers can create social

1solation and lim@ﬁ

nities for individuals and groups, particularly in education, healthcare,

and civic enent” 168,
N

Technological Factor:
Technological factors are a crucial element influencing the survival of SMEs in Nigeria, as
technology serves as a key driver of national development. Technological forces refer to the pace

of scientific advancements and rapid technological growth, which can have broad and far-
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reaching effects on society!®- 7%, Small-scale entrepreneurs often face challenges in accessing

new technologies, which in turn limits innovation and reduces the competitiveness of SMEs!”!.

In Nigeria, small-scale entrepreneurs face challenges in accessing new technologies, which
hinders innovation and diminishes the competitiveness of SMEs. Technological factors have
caused some SME:s to struggle in meeting customer demands. To gain a competitive advantage,
entrepreneurs must recognize the importance of technological change and a Qccordingly.
Decisions to adopt or improve technological processes are essential to’Q&lustomer needs.
Information Technology (IT) is a critical factor in driving innovati competitiveness for
SMEs, but according to the European Union (EU), the full po '%T can only be realized if
the workforce is equipped with the right skills and access@lvanced infrastructure. However,
many Nigerian SMEs lack the necessary teleco@@xcaﬁon infrastructure and high-speed

internet to compete on a global scale!”2, @

The technological environment en@ses research, knowledge, and technology'”.

a @g&try's competitiveness by providing timely and effective

N

information, modemizingqs?\@e systems, ensuring quality standards, and implementing

Technological factors enhance

174, When utilizing modern technology and information

innovations and ad%’ technologies
systems, it is ss@to ensure that institutional information is accessible to both local residents

and individ om other countries.

Techn@cal forces include the growing use of computer programs, technological
advancements, faster production speeds, smart systems, improvements in artificial intelligence,
and diversification!”. Key infrastructure factors such as electricity, telecommunications,
railroads, water supply, and natural gas are important in attracting potential investors to a

region!’®. High transportation costs can hinder competition from external parties, especially
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when there is a significant distance between countries!”’. In developed nations like the United
States, Germany, and Sweden, infrastructure is generally superior compared to that in developing
countries!”s,

Technological factors have made some SMEs less competitive and unable to meet customer
demands. However, entrepreneurs in small and medium-scale industries must recognize the need
for technological change and adapt to stay competitive. Decisions to ad &mprove
technological processes are essential to meet customer needs. Information Techngtégy (IT) plays
a crucial role in the innovation and competitiveness of SMEs, but @xmg to the European
Union (EU), IT’s full potential can be realized only if the wo@% equipped with the right

skills and access to advanced infrastructure. In Nigeria, er, some SMEs lack essential

telecommunication infrastructure and high-speedg@ limiting their ability to compete
globally'”. ’b
N\
Technology can be understood as the com étensive array of knowledge, methods, materials,
.
and tools used to achieve practical’&f%}lts, enabling enterprises to establish work methods,
patterns, and information struc@%. While technology serves as the means to an end, it is not

the primary objective it@las the potential to enhance speed, quality, and efficiency. In

contemporary soc&mology is often viewed as a solution to many business challenges and
1

limitations, p@
efﬁcie@ogressive approaches.

g a pathway for companies to transition from traditional practices to more

Many different technologies can benefit small and medium enterprises (SMEs). However, the
challenge for SMEs in developing countries, including Nigeria, lies in transitioning from
informal cottage industries to larger enterprises with advanced technological capabilities and

improved performance. There has been limited funding directed toward identifying, documenting,
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and supporting technological change and innovation within SMEs!8!. There are significant gaps
in technology management, and no systems are in place to foster good innovations and facilitate
information exchange among SMEs and other stakeholders in the sector. One potential solution

for enhancing this situation is through inter-firm linkages.

While larger enterprise size may appear attractive, the global trend in industrial%cture is
shifting towards smaller enterprises. SMEs are focused on finding solutio@ their daily
business challenges that will enhance their success in their respectivv@u 1es. The use of
technology is widespread, but many businesses struggle to fully in the technology they
possess or seek into their operations. They often approach t@)logy adaptation in a tactical
rather than strategic manner'®?, The competitive advant@gfered by certain technologies are
crucial, especially in highly competitive industries%%all businesses are constantly seeking
new methods to gain a competitive edge, @raging these technologies can drive their
growth. Several technological innovat'roﬁ\&' ve been introduced that can help small businesses

reduce costs and improve efﬁciencz'&cj

Technology also plays @Q\want role in helping small businesses manage inventory and
maintain accurate -b&%eping, which is often cited as a key factor in business success!'84.
Inventory con& s long been a critical aspect in assessing the health of a business, as it
enables ¢ ’blies to track incoming and outgoing stock for better planning. Today, businesses
can monitor their inventory in real-time, allowing them to pinpoint areas that need improvement
or adjustments to reduce time delays between processes or transactions'®>. These businesses
understand that adopting new technologies can further enhance their existing business models,
especially since many operate in small communities where customers depend on them for

reliable products and services. However, some small business owners or managers hesitate to
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embrace technology due to concerns about security and privacy, making them wary of engaging

in e-commerce, which they perceive as too risky for their operations.

The concept of internet-based business activities or electronic data is often viewed as something
to be avoided rather than embraced. Another challenge is the shortage of IT professionals, as the
technology industry can seem complex. Many businesses refrain from adopting new nologies
due to a lack of expertise among their staff to manage potential issues that ma @ One of the
technologies available to SMEs is Voice over Internet Protocol (VoIP), W‘ﬁh alfows phone calls

to be made over a computer network, such as the Internet!8®. &

The main advantage of VolIP is that it turns what would typ1 be a long-distance call into a
local call, potentially reducing cell phone bills signiﬁ@ly, which could offset the costs of
implementing the technology. However, the tech al environment, as defined in this study,

refers to the rapid pace of change and growtlﬁ\qgchnology, which has broad effects on both the

environment and society. é;\\o
N\

Institutional performance is ck&linked to the adoption of new technologies, as well as
organizational and structuraNihnovations!®’. It is essential to equip management and marketing
professionals wit ‘@cessary knowledge, particularly for rural residents, and to develop
relevant inforgation for all stakeholders when reorganizing and enhancing an organization's

info ati&tem and revenue collection processes!3® 1%,

Technological advancements lead to the creation of new products and services, as well as

improvements in the processes used to design, manufacture, and deliver products to consumers!®.

Customers have varying expectations and needs when it comes to IT, and different customer

191

segments may require different types of IT applications'”’. For a company to become
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technologically advanced, it must have a strong scientific and technological foundation. New
technologies must quickly make older ones obsolete, and new IT applications should either
generate fresh demand or transform existing markets'”?. Research on the relationship between

business performance, service practices, and IT sophistication has shown that IT sophistication

N

2.1.6 Managerial Skills Q

Entrepreneurs and managers of micro and small ent i re expected to have a specific set of
p g 1’9'8 p p

moderates the impact of service practices on service performance'** %4,

abilities known as managerial skills. These s ills’@ esigned to foster the healthy growth of a

business, helping it avoid becoming on } he many businesses that fail'®>. Managerial
8

competencies encompass a range o{&?&wledge, skills, and attitudes necessary for effective

business management. When‘ce\Qg‘{ed, these competencies enable management to overcome

challenges, motivate the*(@&nhance organizational capabilities, and drive business success,

whether they are EO@upplementary management skills. Human Resources (HR) is a critical

component in ofganization, as it is essential for the business's operations!®>.

¥

An ofge/gdtion must have a clear goal that its members work towards achieving!®.
Development involves a shift towards improvement, and such progress requires the mobilization

197

of all human resources and efforts to reach the desired outcome'”’. The development of human

resources is a process that transforms the individuals within an organization, preparing them for
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future responsibilities and enhancing their ability to contribute to the achievement of

organizational goals'®®.

Different schools of thought offer varying definitions of managerial skills, but generally, they are
a set of actions that contribute to achieving effective job performance. They can also be seen as a
manager’s ability to apply information and knowledge to practical tasks. In {15 study,
managerial skills are defined as the essential qualities gained through acquire@%wledge that
enable managers to perform tasks efficiently and create value within by%gw& To positively
impact their organizations, managers need conceptual, technical, @al, interpersonal, and
budgeting skills!”. Managerial skills can be viewed from a h %rspective, focusing on the
abilities managers’ need, such as understanding behav@ that reflect their skill sets or
leveraging their personal traits. These skills, shap%%%rsonality and managerial attributes,

help establish processes and goals that direct@an organization's success2.

The managerial skills of the entreprene'u@ e of the key factors that must be considered when
determining the growth of small&éﬂedium-scale businesses. Different scholars have revealed
in their studies that manag \apacities are the top management team to be considered as key
factors for small business growth. Managerial capacities are sets of knowledge, skills, and
.
competencies th@ improve the efficiency of small and medium scale performance?’!.
Managemel% acities are an essential tool for Small and Medium-scale businesses to survive
and ac}kye growth?*2, Management capacities are vital factors for the growth of Small firm
business and there is any atom of inefficiency in the management capacities it becomes a barrier

203, 204

to the growth and is one of the factors that can lead to failure . The growth pattern of small

business firms is strongly associated with their managerial capacities®®. The main challenge

57



facing the small business firm is a shortage of core competence and skills in their top

management team?°,

An effective manager must be proficient in four key skills: technical, cognitive, human, and
political skills?%. Managers and leaders need to understand these skills to create the right context
for their actions. In today’s world, no manager can be successful without possessing foundational
management skills?”’. In other words, managers must have a solid understandir@\e dynamic
nature of their work environment. The efficiency and effectiveness of a &ggaf s performance
depend on their management skills. Effective planning is ess % athletic directors to
enhance communication and management skills within orgam Managers who focus on

improving communication networks and human skills, 1nc®g interpersonal and management

abilities, can strengthen these relationships, ul%%ly leading to greater organizational

effectiveness®?. @%

The success or failure of any organé%’ﬁ%n argely depends on its managers. The quality of
management at all levels reﬂe.ct@nanager’s influence and effectiveness. Both organizational
management and humar%@tes management skills determine the operational success of a
company. These skiﬂ&olve the application of a manager's technical knowledge and personal

experience?!”. ugnd skills refer to the special abilities and qualities needed to manage and lead
individua@féectively21 L

In the context of Small and Medium Enterprises (SMEs), managerial skills refer to the abilities
of the business owners or operators to create effective business plans, maintain proper
bookkeeping, conduct audits, introduce relevant technologies, empower employees, invest in

skill-building training opportunities, and resolve business-related conflicts amicably. Successful
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businesses are often led by managers who are passionate about their work, whereas unsuccessful

businesses tend to be led by managers with little motivation or engagement?'2.

In the context of small and medium enterprises, management skills play a crucial role in
determining the strategic direction of the business. The development of specific managerial
competencies is essential for the success of SMEs?!3. These skills stem from a co atlon of
personality traits and managerial abilities, enabling managers to establish effec/.%cesses and

set goals that directly impact the organization’s success?!4

O
In the theoretical discussion on the impact of managerial sk1118@%erformance of Small and
Medium Enterprises (SMEs), managerial competencies, su@s organizational abilities and the
capacity to identify opportunities, directly influenge cgic performance. Meanwhile, skills
related to technical and industry knowledge af@ business growth?'%. One key aspect of
assessing the role of managerial sk111s Es is examining personality factors in the
development of entrepreneurial act ﬁhese factors are not seen as direct drivers of

entrepreneurial actions but T@ as capabilities that help create models for improving

performance in SMEs an ing adaptability?!>.

General compete@are therefore seen as key predictors of success in SMEs, particularly when
focusing o ific skills needed to manage business activities in dynamic environments?!3,
AnothMportant factor defining SME performance is the manager's ability to influence
employees, which enhances the likelihood of the company's success?!®.

However, the development of these skills relies on the manager’s training, experience, and
capabilities. As a result, a strong foundation in general skills (such as leadership, teamwork,

communication, and cooperation) enhances the development of more specialized management
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skills (like market knowledge, organizational performance, and logistics), all of which are

essential for success in SMEs?!3,

Planning

Planning is a crucial skill for project managers, as it involves setting the goals of the organization.
A manager should have a clear vision and a strategic plan for the future. Plannin Q&idered a
fundamental aspect of modern life and is one of the core management fuctidfis. It involves
establishing goals and objectives within an organization and determ xﬁe steps necessary to

achieve them?'8. %

eving effective performance

Planning is an anticipatory decision-making process aimed 1% 29,

It holds a central role in management, and it is near kﬁible to discuss management without
addressing planning. While a plan is typically co%§ rigid, and does not allow for deviations,
strategic planning is more flexible and ada %&e, capable of adjusting in response to real-time
strategic challenges. These challengq&ﬁ?@n arise unexpectedly during the execution of strategic

plans. The planning functlon developing a mission statement and objectives, as well as

outlining the actions need@?chleve them??,

Controlling is a crucial management skill that ensures an organization's performance aligns with

Controlli

its expected goals and standards. It involves regulating organizational activities to ensure
conformity. While controlling may appear as a one-time action that addresses specific steps and

influencing factors, it is actually an ongoing process that includes setting standards, measuring
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performance, benchmarking, and taking corrective actions to maintain efficiency and
effectiveness??!. Controlling completes the management cycle, serving as the guiding mechanism
that connects all prior functions, such as organizing, staffing, and leading, to the planning goals.
The planning process sets the goals and objectives that form the basis for controls??2.
Controlling is the process of monitoring, comparing, and correcting work performance??. All
managers need to implement controls, even when their units are performing as cht d, since
they can only be sure of this through evaluation and comparing actual perfor@ o the desired
standard. Effective control ensures that activities are carried out in @a that contributes to
achieving the organization's goals. The success of controls is 2@ by how well they assist
both employees and managers in reaching their obj @Control complements other
management functions by ensuring everything alig s?@hnning sets the direction, organizing
arranges resources and personnel, leading motiva dividuals to do their best, and controlling
ensures that tasks are done correctly, on tim a*éls planned. When things go wrong, controlling
N
helps correct the course. \CO\
Controlling is a vital compor@ managerial tasks?®. Its goal is to implement corrective
measures to ensure thatk@%s objectives are reached as efficiently as possible??. Managers
who do not use @ck a means of determining whether their goals and plans are being
accomplished @and afe unsure of the necessary steps to take next??’.
Decisi@rgng
A decision is the act of selecting between two or more options. Decision-making occurs as a

228 A problem arises when there is a gap between

response to either a problem or an opportunity
the current situation and the desired state, prompting the need to consider alternative actions. An

opportunity presents itself when something unexpected occurs, leading to the exploration of new
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229 For example, top

approaches. Decision-making takes place at all organizational levels
managers decide on organizational goals, product or service offerings, financing methods, and
the location of new research and development facilities.

The decision-making process involves identifying problems and opportunities and finding
solutions?*. It requires effort both before and after the actual decision. For instance, when
deciding whether to hire a new junior auditor, the accounting manager must firs Q&he need

for the position, identify potential candidates, interview them, make a selectidn, integrate the

new employee into the organization to ensure the decision’s succ cision-making is a

deliberate process of choosing among alternatives with tﬁ%of achieving a desired

231

outcome®'. For example, decisions like applying new ogy to website development

require creative exploration of untested ideas. 6{§
P

The theories underpinning this study {Qontmgency Theory propounded?*? and Resource Based
theory?®, . \AQ
221 Conting@ry

The Contin;s@theory was propounded?*?. This theory has two basic underlying assumptions:

2.2 Theoretical Review

Thereﬁql/ ne best way to organize and also, any way of organizing is not equally effective?3*.
The theory is based on the idea that organizations will achieve the best adaptation when their
internal characteristics align with the demands of their environment?®. It asserts that the stronger

the relationship between a firm and its environment, the greater the likelihood of success. A
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firm's performance depends on how well its structure and design are aligned with the context in

which it operates?3®.

Firm performance can be examined from various angles, either focusing on internal factors
(within the firm) or external factors (the environment). Recently, the most widely used
theoretical frameworks in research are strategic management and population ecolog$?®’. These
approaches offer contrasting views: strategic management looks at firm perf@Q@e from an
internal perspective, while population ecology focuses on external fac}qgaler research has
highlighted the advantages of combining these perspectives, re in an integrated or
dialectical approach?*®. Thus, business performance is inﬂuen@%oth internal factors within
the firm and external environmental factors, and their alignn@ is crucial®®’.

For instance, the theory connects independent Var%fé%ch as economic, socio-cultural, and
technological environmental factors, which S@% integrate into their management practices.
The dependent variable, in this case, is rmance, which reflects the outcomes based on the
business environment that has been@ \d.

Contingency theory essential@ts that an organization’s effectiveness depends on aligning its
characteristics with the }&c contingencies that reflect its situation?34. Key contingencies, or
contingency VariQ‘lé:\\ef n include strategy and culture?®. From this viewpoint, organizations
aim to enha@eir performance by improving alignment with these variables, adapting to the
shiftin}\e/gémal environment**!. Some scholars view this alignment as a dynamic, ongoing
process, particularly in rapidly changing business settings®*> 24> 24 Contingency theory is
especially valuable when there is no established overarching theoretical framework, promoting

context-specific approaches that prioritize contingency fit rather than advocating for a one-size-

fits-all management approach?# 246,
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The economic, socio-cultural, and technological environments, which are the independent
variables considered in this study, can be most effective depending on the specific environment
and the situation the organization finds itself in. However, it is essential for the owner or
manager to assess and understand the situation before selecting the appropriate business
environment. The choice to adopt the economic, socio-cultural, and technological enyironments
has the potential to either enhance or hinder the performance of SMEs, and Qes Its will
determine the level of business performance. Contingency theory is releva(QJles study as it
offers insights into an organization's ability to adapt to both internal @x rnal environments.

When the correct environmental factors are adopted, SME pifo ance is likely to improve;

otherwise, performance will decline. Q

2
&

The Resource-Based Theory (RBT), 'ﬁ&wed in "The Theory of the Growth of the Firm," is

2.2.2 Resource Based Theory

built on several assumptions, p %ﬁrly focusing on the concepts of superior firm performance
and competitiveness?*’. ‘E@%ory assumes that businesses aim to maximize profits and that
managers operate %@unded rationality?#®. It views organizations through two main lenses:
resource dive 'ty(ﬁld resource immobility. Resource diversity refers to the availability of
comm@%rces or capabilities, while resource immobility emphasizes the unique, rare
resources, skills, operational strategies, and capabilities that distinguish one business from
another. According to the theory, when entrepreneurs possess these characteristics, they can

allocate resources strategically in ways that meet environmental demands sustainably.
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The theory also outlines principles for the growth of small businesses, emphasizing the
importance of both internal and external resources. Penrose believed that small businesses can
grow more quickly and gain a competitive edge by leveraging these resources effectively. The
theory asserts that sustainable competitive advantage and long-term success are achievable only
when businesses have the right resources and capabilities, which can be deployed over time.
Without such resources, the success of entrepreneurs can be short-lived, as @%ms can
easily diminish their initial achievements. This highlights the need for small*€nterprises to

remain proactive in the face of a constantly evolving business environ@

Most empirical research based on Resource-Based Theory in @g%management has focused
on identifying resources that align with the attributes pre@d by the theory to enhance firm
performance, and then examining whether these p@ed performance effects hold true. The
impact of various types of firm resources @rmance has been studied, such as a firm's
history, employee expertise, integrativ@gabﬂities, innovativeness, organizational culture,
network affiliations, and relative z@%ca\positionm’ 250, 251, 252, 253, 254, 255 A range of methods,
including large and small sax@:rveys, case studies, and simulations, have been employed to

assess the performance, e s of these resources. Overall, the findings generally support the

expectations of R@%}e— ased Theory.

However, s tudies have produced results that contradict the expectations of Resource-Based
TheorN instance, an analysis of vertical integration aligns more closely with transaction cost
economics than with Resource-Based Theory?*°. Additionally, it has been suggested that while
compensation policies can influence cooperation among a firm's employees, environmental

factors play a more significant role in determining this cooperation®’. These findings highlight
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the need for further development in Resource-Based Theory to better understand the conditions

under which different resources are or are not valuable?®.

This theory is particularly relevant to this study because it is based on Penrose's assertion that the
size of a small business firm is not necessarily the most critical factor in its growth process.
Rather, it is the effective utilization of innovative managerial resources within the ﬁwat plays

a central role in driving its expansion. According to Penrose, the availa@of top-tier

managerial and technical talent is a crucial engine that propels a ﬁrm’&g&lh trajectory, as
these talents can harness and allocate resources more efficiently, ads o@ changes, and lead the
organization through challenges. Q
Penrose’s theory emphasizes that small and medium—si@enterprises (SMEs) aiming for
survival and success in an increasingly dynamic @petitive business environment must
focus on building and maintaining excepti@agerial skills and a robust resource base.
These elements are not just about acqujr'g@ore resources but also about effectively leveraging
existing ones to create value, adapt @car\challenges, and sustain a competitive advantage.

In today’s rapidly evolving %\@ landscapes, SMEs must have a deep understanding of their
economic environment, which includes staying attuned to shifts in market demand, technological
advancements, (&)@atory changes. This knowledge enables firms to make strategic
decisions tl}séster growth, innovation, and resilience. However, neglecting these crucial
aspect glh as failing to invest in top managerial talent or overlooking the importance of
resource alignment—can lead to a loss of competitive advantage, making it harder for the
business to sustain long-term success.

Penrose's recommendation underscores that small businesses need to continually innovate and

adapt their business models, management strategies, and resource allocation processes to avoid
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stagnation or failure. Ignoring these factors, she warns, can result in the firm losing its
competitive edge, falling behind more adaptive competitors, and ultimately struggling to survive
in a changing environment. Thus, a proactive approach in developing managerial capabilities and

understanding the business environment is essential for sustaining growth and securing a

23 Review of Empirical Studies < O

A large number of studies have been conducted on the overall @ance of small and

competitive advantage over time.

medium-sized enterprises (SMEs), focusing on various business.envigonmental factors that shape
the operational environment of these businesses?>% 260 261, 26Q@such empirical study examined
the influence of internal and external environmental s on the performance of micro and
small enterprises (MSEs) in the East Goja%% f Ethiopia. The results from this study
revealed that infrastructure, financial condi '&‘, technological environment, and entrepreneurial
A8

commitment all had a significant rela({ﬁ%‘blp with the performance of MSEs?%?,

Moreover, based on the an@%of the slope coefficients, the researchers found that
infrastructure and ﬁnanc@s had a particularly strong impact on the performance of MSEs.
On the other han ‘t@uence of other factors, such as entrepreneurial commitment, was found
to be less signﬁ;tn./

The ei ht@ﬂhesized factors—financial, management, marketing, entrepreneurial, technology,
politico-legal, infrastructural, and working premises—were found to significantly impact the

business performance of SMEs in the study area. Among these factors, financial elements

emerged as the most influential predictor of overall SME performance, followed by
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infrastructure and politico-legal factors=>. Working premises ranked fourth in terms of its

influence on business performance, followed by management and marketing factors.

The study on the impact of environmental factors on the performance of Micro and Small-Scale
Enterprises (MSEs) in East Gojjam Zone, Ethiopia, collected primary data from owner/managers
of MSEs in selected areas using structured questionnaires?**. Multiple regression wsis was
applied to the data. The descriptive statistics revealed that challenges such as i@ient power
supply, inadequate water supply, lack of a dry waste and sewage syste&l&ﬁﬂce of Business
Development Services, lack of suitable marketplaces, collateral requi ts for loans, working
capital shortages, and the unavailability of dedicated workinm es were significant issues
contributing to the low performance of micro and small rprises. The regression analysis
showed that infrastructure, financial environment%%nological factors, and entrepreneurial

commitment were strongly linked to the perfﬁ\géb of SMEs.

The study on the effects of environmeﬁ@ors on business performance utilized a theoretical

and narrative methodology, er.npl oth the SWOT (Strengths, Weaknesses, Opportunities,

and Threats) Matrix and E (Political, Ecological, Social, Technological, Legal, and
QSZ(SS

Economic) Analysig&

environmental fa@igniﬁcanﬂy influence and shape the life cycle, growth, and development

The findings indicate that both external and internal

of a busine

The impact of environmental factors on the business performance of SMEs in Ilorin involved a
study of 2,703 SMEs, from which a sample of 336 was selected using purposive sampling?®,
Data were analyzed through both descriptive and inferential statistics. The findings concluded
that employee competencies, technological advancements, and economic factors are crucial

determinants of SME performance.
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In Rivers State, the implications of environmental factors on the productivity of selected SMEs
were explored through a descriptive survey approach?®’. Data was collected using a five-point
Likert scale questionnaire and analyzed with multiple regression using SPSS version 20.0. The

study revealed that economic and political environmental factors have a more significant impact

2\

In Ondo City Metropolis, Nigeria, the influence of business environment ors on the

on SMEs than socio-cultural factors.

survival of MSMEs was examined using a descriptive survey and simple’QgM sampling?%%. A
sample of 400 MSMEs was systematically selected, and multiple % n analysis was used.
s en

The results indicated a significant relationship between bu@ vironmental factors and

MSME survival (P <0.05). Q

QO

In Ondo State, Nigeria, the environmental factors a&g the performance of Micro and Small
Scale Enterprises (MSEs) were studied us@stmctured questionnaire, with data analyzed
through descriptive statistics and Spea’s@r@rank correlation®®. A purposive sampling method
was used, surveying 204 N{SE @&ers/managers. The study found a significant negative
relationship between inad \@g\ﬁnance, infrastructure, and poor managerial skills with MSE
performance in terms profit, revenue, and employment. The study recommends that the

o \
government ilitr@more SME-friendly policies, such as easier loan access and zero-interest

rates. be

A study on the impact of business environmental factors on the survival of SMEs in Oyo State,
Nigeria, highlighted three key environmental factors: business development support,
infrastructure, and regulatory services?’®. The research concluded that these elements play a
crucial role in the survival of SMEs in the region, with business development support and

infrastructure being the most significant factors driving SME survival in Oyo State.
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In a separate study examining the environmental challenges faced by small-scale businesses in
Bauchi Central Market, both descriptive and regression analyses were used?’!. The findings
revealed that difficulties such as limited access to credit facilities, high tax burdens, poor market
competitiveness, and low sales volumes significantly affect the performance of small-scale
businesses in this market.

A survey research design conducted in Kogi State, Nigeria, covering 171 S Q%(wnd that
business strategy has a significant but negative impact on the profitabilit SMEs?72, A study

on the impact of e-commerce on small and medium enterprises'

5

r ance revealed that

competitive pressure and management support have a positive@@liﬁcam relationship with

e-commerce adoption?’?, In Anambra State, Nigeria, a sao 304 SMEs was drawn from a
population of 1,393 using a structured questionnai Z@w regression analysis indicated that
economic, financial, technological, and politi ctors have a significant effect on the
profitability of small and medium enterpris \

.
A study on the influence of envirom&@l variables on productivity in oil service firms in Port-

Harcourt, Rivers State, Nigeria 44&1 survey research design and sampled 330 employees from

N\
a population of 1,875@ 20 oil companies®’>. Regression analysis confirmed that
technological, e 1@ and political environmental factors significantly impact the
productivity of*qil s€rvice firms in the region.

Another @Tocused on the performance of small-scale construction firms utilized focus group
participation to identify 82 factors, categorized into internal and external measures?’®. The

empirical findings highlighted key variables affecting performance, including lack of experience

and track records, financial mismanagement by contractors, corruption, multiple taxation, lack of
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entrepreneurship skills, delayed payments for completed work, and poor policies by commercial
banks regarding SMEs.

A study analyzing the impact of external environmental factors on the performance of micro and
small-scale enterprises (MSEs) with 395 MSE owners from the manufacturing, trade, and service
sectors found a positive and significant relationship between external environmental factors and
industry performance in the area?”’. The study identified infrastructure, marketi %s, work
premises, trade fair factors, and financial factors as significant contributor§to enterprise

performance, while political and legal factors did not influence industr@brmance in the area.

Another study examined the influence of the business enviro@%the performance of ICT
firms in Lagos State, Nigeria, using a survey research desigmzand purposive sampling to select a
sample of 156 employees from Zinox Technologi@ SpectraNet Nigeria Limited?’. Data
were collected via a 5-point Likert scale q\@%naire. The findings, derived from O.L.S
regression analysis, revealed that infi tural environment, insecurity, and the political

environment are the critical factors Q‘é@lining fluctuations in ICT performance in Nigeria.

N

The environmental factorssaffeeting entrepreneurial productivity in selected hospitality firms in
Delta State, Nigeri‘as& also studied using a survey research design?’®. Data were obtained
from 25 hosp'ta@rms, and statistical tools such as descriptive analysis, group correlation
methods, a Itiple regression tests were used. The results indicated a significant positive

relationShip between environmental factors and entrepreneurial productivity®.

A study on the impact of the business environment on the survival of SMEs in Nigeria used a
descriptive survey design, administering 120 questionnaires, and employed logistic regression

for analysis?®!. The findings by Agbolade revealed that external environmental factors such as
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competition, inflation, technological changes, government policies, and the accessibility of

infrastructure significantly affect the performance of SMEs.

Another study examined the impact of the political environment on the business performance of
multinational companies in Nigeria, finding that the political environment has a significant

influence on the performance of these companies®®?. \

Additionally, research on the external environmental factors affecting t rmance of
manufacturing industries in Indonesia highlighted the significant rolé“\these factors play in

shaping the performance of businesses in the manufacturing sector%

A study on the impact of business environmental factors o in Lagos metropolis, utilizing
both secondary and primary data, found that envir tal factors significantly affect the
survival and growth of SMEs in the manufacturif& ctor?®4. Similarly, research conducted on
whether the external business environmen }a\pths the performance of SMEs in Osun State,
using secondary data, concluded that‘\&(:%’h& xternal environmental factors—such as economic,

political, legal, socio-cultural,.d%%&aphic, natural, technological, global, financial, social, and

competitive factors—ha@iﬁcant impact on the performance of small and medium-scale

enterprises?®. . @

O
The study tit%Environmental Factors: A Panacea for Survival and Growth of Small and
Medim%%}e Businesses in Nigeria used a descriptive survey design, selecting 100 respondents
from three SMEs, with 80 respondents determined using the Taro Yamane formula?¢, Data
collected through questionnaires were analyzed using the chi-square test and percentages. The
findings highlighted several challenges faced by SMEs, including difficulty in obtaining capital,

lack of skilled personnel, and shortages of raw materials?®’. Additionally, the study revealed that
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external environmental factors like infrastructure and institutions play a critical role in SME
success, although these factors also act as constraints on performance. The study also found that
marketing practices had a negative and insignificant relationship with SME profitability,

emphasizing the need for policy interventions from both the government and the private sector to

S\

In another study, Business Environment and the Potentials of Small and Medi@erprises in

improve infrastructure and institutional efficiency.

Nigeria, a Multifactor Business Environment-Enterprise Questionnaire ) was used to
gather cross-sectional survey responses. A simultaneous equations SEM) was employed
to assess the impact of environmental factors on SMEs. The r@ showed that legal-regulatory
frameworks, policy stance, and socio-cultural factors ten@to reduce SME potential, while
competition fostered innovation and growth. Over% business environment was found to

significantly enhance the potential of SMEs. @

The study on the impact of environme'n@stors on the performance of micro and small-scale
enterprises in Ethiopia utilized b&éscriptive and inferential statistics, drawing on primary and
secondary data sources?® @ﬁple regression analysis revealed a significant relationship
between external e‘n\’/&mental factors and the performance of SMEs. Additionally, the study
highlighted the @an‘[ial impact of the cultural environment on the performance of
internation nesses?®’.

The SWH the impact of internal and external environmental factors on the performance of
fast-growing small and medium scale businesses in Croatia highlighted the critical role of SMEs
as economic drivers*?. Using both primary data (via questionnaires) and secondary data from
various Croatian institutions, the study employed analysis of variance (F-test) to analyze the data.

It found that both internal and external environmental factors significantly affect the performance
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of small businesses and recommended that SMEs in Croatia pay careful attention to these factors
for informed decision-making.

In another study on the growth constraints of micro and small-scale manufacturing industries in
Akwa Ibom State, Nigeria, a descriptive research design was used, with 234 small business
operators surveyed?’!. The analysis revealed that infrastructure issues (particularly power),
difficulty accessing credit, high interest rates on loans, and multiple taxati Q&eé major
constraints. The study recommended that the state government address, th challenges,
especially by improving electricity supply and lowering interest rate@lp small businesses
grow.

A study conducted in Bucharest, Romania, found that@ siness environment was not
conducive to small businesses, leading to difﬁcult)§ ting foreign investment®*?. The study

recommended that the government create a susf@ le environment for small enterprises to

O

In Lagos, Nigeria, research on @urvwal of small scale businesses identified key

thrive.

environmental factors such as* &%ment policies, inflation, technology, political climate, and
electricity supply as m&@%uences on business operations*?. It recommended that the
government impr V@usiness environment to support small businesses.

A study exax@%/the impact of small and medium scale enterprises (SMEs) on Nigeria's
econo%&th between 1975 and 2012 found a positive relationship between SME
performance and economic growth?**. However, inflation and interest rates were found to
negatively affect growth, with recommendations for government policies to reduce interest rates

and encourage investment.
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Research on the survival of small-scale businesses in Ogun State, Nigeria, found that inflation,
lack of infrastructure, and government policies hindered business growth?*>. The study
recommended that small business operators adopt better management strategies to enhance their
understanding of the business environment.
Finally, a study on the impact of business environmental factors on SMEs in Nigeria found that
corruption in government programs meant to promote SMEs was a majo %ﬁlez%. It
recommended the establishment of a national coordinating body to overseg, and*monitor SME
activities to improve performance. O
A study on the effect of business environmental factors on small“and medium-scale business
performance in the Mekong Delta examined how various e@ ental factors impact SMEs?%®.
The study, conducted between 2011 and 2012, su ey@ small and medium businesses and
used fixed and random effect models to asses relationship between these factors and
business performance. The results indicat \tQat environmental factors negatively influenced
R
SME performance, recommending th{@lnesses should better understand the interplay of these
factors for informed decision-ﬁ@%
Similarly, a study in In@%sed on the problems and prospects of small-scale industries,
particularly exart':f’@ w environmental factors affect their performance and potential for
economic groywth””” Using secondary data from small-scale industry reports between 1999 and
2004 nd@ying multiple regression analysis, the study found that economic factors like
inflation, exchange rates, and interest rates negatively affected business performance. However,
the study highlighted the importance of small-scale industries for job creation and technological
development, recommending that the government create a favorable environment to support

these businesses.
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Finally, a study on the relationship between business environment and small-scale business
performance in Nura, Algeria, aimed to understand how the business environment impacts

performance?*®

. The research surveyed 45 small-scale businesses using a random sampling
technique, and data was analyzed using multiple regression. The results revealed a negative
relationship between the business environment and small-scale business performance (r = -0.24).
Based on these findings, the study recommended that the government create a @nducive
environment to enhance the performance of small-scale businesses in the regi&,

A study on the factors influencing entrepreneurs' performance in n used correlation
coefficients and SPSS for data analysis®*”®. The findings revea&%ccess to finance, public-

private partnerships, lack of training and education, s ow motivation, and political

instability are significantly related to the growth of sgb%le enterprises.

In Nigeria, a study on the impact of the politi@%onment on business performance employed
a summary research design®®. The pq,lis&wnvironment was measured by political instability
and the absence of violence, while @C@:\SS performance was assessed by company profitability
from 1999 to 2013. Data an&%was done using SPSS and regression methods, with results
showing that the politic Qironment significantly impacts business performance, highlighting

[ ]
a correlation bet\@?}{\e olitical environment and organizational performance.

Another e study in Nigeria assessed the performance of SMEs as a tool for wealth and
emplo t creation®®!. It identified financing, anticipated political environment, and lack of
management skills as factors influencing SME performance. Data collected through
questionnaires were analyzed using regression analysis. The findings suggested a correlation

between the political environment and SME performance and indicated that a lack of
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management skills negatively affects the performance of small and medium enterprises in

Nigeria.

A study in Thailand identified several factors influencing the success of SMEs, including
management and expertise, business practices and cooperation, product and service quality,
resources and finance, strategy, and the external environment’®?, Data was colle(ﬁthrough
questionnaires, and ordinary least squares (OLS) analysis was used to test th@thesis. The

results indicated that macroeconomic factors are positively correlated W&&Mccess of SMEs

in Thailand. O

In South Africa, a study explored a conceptual model to asses@%‘ormance of SMEs in the
tourism sector*®. The factors considered in the study incladeéd entrepreneurial attitudes, firm
characteristics, and the macro environment. Data an@(&as done using Chi-square and SPSS,
with findings revealing a significant relationshi een these factors and SME performance.

In Nakuru Town, Kenya, a study on factg&fecting the performance of entrepreneurs in the Jua
Kali sector found that access to ﬁnég?\ositively influenced SME performance®®*. Management
skills and macroeconomic t%@ were also significant, while infrastructure did not have a
significant impact on performance. The study collected and analyzed primary data
descriptively andéﬁ;g%nt lly, presenting findings in figures, tables, and percentages.

Finally, a r vé of financial variables impacting business performance in Nigeria showed a
positi\?@lionship between entrepreneurial performance and selected financial factors®®. The
data was collected through surveys and used to analyze the relationship between financial
variables and business execution.

An empirical study conducted in Lagos State, Nigeria, examined the effects of socio-cultural

factors on SMEs by focusing on three variables: religion, attitudes, and values. The research
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revealed that SMEs are closely tied to the owners' culture, traditions, and religion, influencing
their orientations, values, and personality3%.

In Tanzania, a descriptive study assessed the impact of socio-cultural factors on the performance
of women SMEs in Dodoma Urban and Chamwino districts. The findings showed that limited
mobility for women, insufficient support, and ethnic factors negatively affected the performance
of women-owned SMEs. The study concluded that socio-cultural variables h %imen‘[al
effect on the success of women entrepreneurs’?’. QJ

Another study explored the relationship between socio-cultural factors@nancial performance
among women SMEs in Tanzania. It was found that socio-cul @ors were strongly linked
to the financial outcomes of women-owned SMEs. The stu@ ighted that low literacy levels,
inadequate training, lack of access to essential info a@nd insufficient support from spouses
significantly impacted the capital growth and ale(@ me of these businesses®%.

An exploratory study on the impact of so%} tural business environments on entrepreneurial

°
intentions in Kano State, Nigeria, 0@

region still ranks poorly on tl@%ﬁal poverty index and youth employment due to limited

that despite available investment opportunities, the

entrepreneurial activitieﬂ@e research identified the socio-cultural environment as a key
factor influencin epreneurial intentions, particularly in terms of education, religion, and
family backgr g./

A stu i@cho County, Kenya, examined the influence of socio-economic characteristics on
the performance of women-owned SMEs by collecting data from 60 randomly selected women
entrepreneurs®'?. The results showed a positive and significant relationship between the socio-
economic traits of these women and their businesses' performance. The study also highlighted

literacy levels as a key factor affecting performance.
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A theoretical and evaluative analysis of Nigerian society explored the impact of socio-cultural
factors on entrepreneurial emergence, focusing on education, gender, poverty, and values®!!. The
study found that socio-cultural variables significantly influence entrepreneurial emergence, either
positively or negatively.
In Rivers State, Nigeria, a descriptive survey analyzed the effects of environmental factors on
SME productivity*!?. The findings revealed that economic and political facto Q$ greater
impact on SME productivity than socio-cultural factors. The study recommerided that SME
owners monitor the business environment and adapt their strategies acly, while urging the
government to provide safety nets for investors.
A study on the effect of external variables on corporate nce structures in Sub-Saharan
African Anglophone nations (SSAA) investigated hv@ct of external factors on corporate
governance using a survey based on internation orate governance standards®'’. Data was
gathered from listed firms in Ghana, Nigeri %South Africa. The study concluded that socio-
.
cultural factors hinder corporate go@uce systems, macroeconomic policies obstruct sound
corporate governance practice@%ccounting systems in each country play a crucial role in
promoting good corpor&%&emance, and the ownership structure of firms in Ghana and
Nigeria delays th d%' ment of effective corporate governance practices.
A study on thedimpdct of external business environment factors on the performance of Small and
Medi -.@ Enterprises (SMEs) in the pharmaceutical industry in Kumasi City aimed to
explore how macroeconomic factors, industry forces, competitors, and market environment

influence SME performance?'4

. The research combined both theoretical and empirical analysis,
with data collected from 240 respondents, of which 220 responses were received, resulting in a

91.67% response rate. The data was analyzed using Statistical Package for Social Sciences
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(SPSS), and the Cronbach Alpha was applied to measure data reliability. The findings indicated a
positive relationship between macroeconomic factors (such as political, economic, technological,
and legal elements) and SME performance. Additionally, industry forces (including entry
barriers, buyer power, supplier power, threat of substitutes, and competitive rivalry) were found
to positively impact performance. The results also suggested a moderate relationship between
competitive and market environment factors (such as key partnerships, market se Q&s,and key
customers) and performance. The study recommended further research the” influence of
internal business environments on the performance of phamaceut@ustries and similar
studies on the external environment’s impact on local pharmace i(%nufacturers in Ghana.

A study conducted in Osun State, Nigeria, examined t ined impact of the business
environment on the success of SMEs. The study a@ a descriptive research design and
explored two main research questions and es’15. The target population included all
registered SMEs in the state, with a sam%&S SME owners and managers selected using
proportional, stratified, and simple @m sampling methods. Data was collected using the
"Perceived Impact of Busin@%nvironment on the Success of SMEs" questionnaire
(PIBESSMEQ). QQ

A reliability coef c{f\t' 0.70 was achieved using Cronbach’s Alpha in a study that used mean
and standard deyiation to address the research questions. Hypotheses were tested using Analysis
of Va ia@’QNOVA) at a 0.05 significance level. The findings revealed that the business
environment had a significant impact on the success of SMEs. However, the study found no
substantial difference in the impact of the business environment on SMEs' success based on their
location. The study concluded that the success of SMEs could be better assured with adequate

knowledge of the business environment.
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A study on the effects of socio-cultural realities on Nigerian SMEs used a qualitative research
approach involving 10 SMEs*'®, The findings indicated that socio-cultural factors are crucial in
influencing the performance of these businesses. Another study focusing on the socio-cultural
determinants of entrepreneurial capabilities among Chagga and Sukuma SMEs in Tanzania,
using surveys and case studies involving 254 owner-managers, found that values, social factors,
beliefs, norms, and perceptions had positive effects, while attitudes had a ne Q&ffect on
entrepreneurial capabilities®'”. In a study on the impact of socio-cul‘u.%l/g:tors on the
performance of Nigerian SMEs, involving both quantitative and qual xapproaches with 80
owner-managers, the results showed that attitudes, ethnicity, and inmobility negatively affected
SME performance, while family roles and education had a sitive effect’!®,

Several socio-cultural factors significantly impact th@ations of multinational companies,
including culture, language, religion, educati el, customer preferences, and societal
attitudes toward foreign products and servi }‘ > 319 The influence of culture on multinational

N\

companies is profound and widespre’{@ith these companies often being impacted by multiple
cultural factors simultaneously{&%ﬁgh their subsidiaries in different countries, multinational
companies are exposed t@ty of national cultures. These cultural differences can directly or
indirectly affect t @nance of multinational companies. Based on various surveys, it can be
concluded tha@w essful multinational companies learn to appreciate and understand cultural

differ: nc@’boss countries, leveraging opportunities and addressing challenges that arise from

these diverse cultural contexts.

24 Conceptual Framework
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A conceptual framework is an organized structure that clearly shows how two concepts or
variables are connected 32°. The study intends to investigate the environmental factors,
managerial skills and SMEs performance in the manufacturing sector in Ibadan metropolis, Oyo
State. The conceptual framework (figure 2.2) presented below basically develops to describe the
relationship between the independent variables (economic factor, political factors, technological
factor and socio-cultural factors), moderating variable (Managerial skills) an Q&pendent

variable (Manufacturing SMEs’ performance). The SMEs performance is expectéd’to vary along

with any changes in the considered business environmental factors. Q

Environmental Factors (X) SMEs’ Performance (Y)

~ I

Economic Factors (x1) Hol 5| Profitability
i Hoo
Political Factors (x2) Innovation
. H03
Technological Factor(xs) »| Sales Revenue
Q9
. H
Socio-cultural Factor (x4) o

\ 4

Employee Satisfaction

H06




Figure 2.2: Conceptual model of the study (Researcher 2024) %

Q

2.5 Summary of Gaps in Literature Q

Having critically examined a number of studies@ carried out to investigate the effect of
environmental factor on SMEs performan e\\®70> 269,321 Tt was observed that none of the
studies have specifically investigated tb%’{%hl onship between environmental factors, managerial
skills and Small and Medium EQ%lses (SMEs) performance in Nigeria. As a matter of fact,
the importance of busn%@nonment to the performance of SMEs in Nigeria cannot be
overemphasized. ,\%
However, th gejhvergent views on which among the category of the factors influences
performa irm better. The opinion that economic factor are in better position to impact on
perfor&ce of SMEs 322 - 3! Technological factors as more efficient in determining
performance of SMEs*?® - 327, Finally, socio-cultural factor as most influential in determining
SMEs performance was supported 32 32°. Consequently, this provides a basis of combining the

three categories in this study.
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Further, studies have been conducted linking external business environment and firm
performance in Nigeria. However, it is observed that these studies concentrated on either
economic environment or socio-cultural environment 33% 283,328,329 Some dwell to technology

environment 33! - 333,

However, a study in Ekiti, Ogun, Osun and Lagos state respectively, and
reported that SMEs in the southwestern states of Nigeria, are mostly faced with the challenge of
environmental factors which Oyo state is not an exception 33~ 337, Also, a study i {otate but
focus their attention on large enterprises; they also found that large business énterpfises are faced
with unconducive business environment 338 332 339 Degpite the @ution of the state
government in assisting small and medium enterprises, by ¢ (@g trainings to all SMEs
owners in the state, their performance continues to be a t@o concern as most SMEs in the
state still underperform. These may be due to busin sp&%nment factors 32,

However, there still lacks in depth understahdittg of the significant effect of business
environmental factors proxy; economic fa%}political factors, technological factors and socio-

.

economic factors on SMEs performa{(%h Oyo State, Nigeria. It is against this background that
the study seeks to fill the ga&%nvestigating the managerial skills’ moderating effect of

environmental factors o@rformance of Small and Medium Scale Enterprises (SMEs) in

Ibadan metropolit@te.
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This chapter captures all of the research procedures that were deployed in this study, such as the
study's research design, the study research approach, the study population, sample size, and
sampling techniques. Also included are a description of the research instrument as well as its
validity and reliability of the research instrument. The data collection and data analysis method

with model specification for simple and multiple regression as well as ethical consideration were

3.1  Research Design &QJ

A descriptive research design was used for this study to gather t Qnions of owners and

also included.

managers regarding the environmental factors, with manageri@ills as a moderating variable,
and how these factors affect the performance of small a %ium enterprises. The decision to
use a descriptive research design was inﬂuenced@%e selection of a questionnaire as the
primary data collection tool and the a’@@understanding the relationship between
environmental factors, managerial sh@d SME performance in selected manufacturing
sectors across three districts in @ate. This approach allowed the researcher to explore
respondents' perceptions u i@lables like demographics and a Likert scale format, employing
a quantitative methoglt\' ough structured questionnaires.
.

A research def&l '\aset of guidelines used to help the researcher decide which approach to use
when coll@% and analyzing data!. The purpose of the study, its location, its motivations, and
the necessary data all influence the research design choice?. This study adopted a descriptive
research design. As the name suggests, a descriptive research strategy employs the data collected
to as accurately characterize actual conditions or occurrences as is practical’. Additionally, the

time period for data collection, analysis, and reporting, as well as the accuracy required, were
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taken into consideration when selecting a descriptive research design, which helps to reduce

CITors.

3.2 Population of the study

The entire number of SMEs in Oyo State that are registered makes up the study po
State was selected as the third-largest concentration of SMEs in Nigeria, behi and Kano,
due to its high concentration of SMEs among the other states 7. The studﬁ{ih d the SMEDAN
survey report to identify the population of interest, which incl ,739 registered SMEs
operating within Oyo State (SMEDAN, 2021). The target p @

)

group of individuals or entities from whom the study.find

ation consisted of a specific

gs could be generalized®. This
population is finite, as each member can be identiﬁ@ counted®. Owners and managers were
selected as participants due to their extensix@tgedge and familiarity with the operations of
their businesses. The selection of thi@p was based on their registration with relevant
authorities, ensuring that these S are well-organized, with registered office addresses and
he .t \%

full-time employees. T Q elow outlines the distribution of the population across the

selected districts in Oyo\State.
G
\?:b
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Table 3.1: The population within the selected district in Oyo State

13/33 of 31,739

11 11/33 of 31,739 10,579
9 9/33 of 31,739 8,656
33 31,739

Field Survey, (2024) ’\( b
33 Sample size and sampling Technique EQ

3.3.1 Sample size

The sample size for this study was calculated using fornu@:ggested by Taro Yamane®. The
assumption is that the sample is representative of th%@\ ation. A selected group taken from a
certain population to be studied is referred @%ample sizeS. Because it is impractical to
conduct research on the entire populaﬁ(@ng a sample is appropriate®. This study employed
the stratified random sampling tec%ﬁa\suatiﬁed random sampling ensures that every member
of a subgroup has an equal ci&gof being included, resulting in a sample that is representative
of the population®. T &chnique is excellent to use when the sample population is

heterogeneous; s@s b-groups are identified, and a simple random sample is selected from

each stratun@
N4
! 1+I£IV(e) 2

Where: n = Sample size 31,739
N = population size = 31,739 (SMEDAN, 2021), e = sample error level of significance and 1 =
constant. Therefore;

= 31,739

395.02 (approx. 395)
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1 +31,739 (0.05)?
The minimum sample size for this study is three hundred and ninety-five (395). This implies that

395 questionnaires were administered across the states.

3.3.2 Sampling Technique

The study employed a cluster sampling technique to select a sample from the poptq* Cluster
sampling is suitable when the population is homogeneous between clustert}@:terogeneous
within clusters®. In this case, the study used cluster sampling to se Es from the three
senatorial zones in Oyo State—South, Central, and North. Withi@ cluster, simple random
sampling was used to choose the participants. Simple ran Q}pling is ideal for selecting a
smaller sample from a larger population to make Valid@ueralizations about the entire group.
Questionnaires were distributed using this rando r%lg method to determine the sample size
for each senatorial district in Oyo State. Th k\\@ 13, 11 and 9 local government councils in the
North, Central and South senatorial diﬁ;ﬁ;\%s spectively!? Below is the table showing the total
number of SMEs’ owners/marga@e captured in each of the three senatorial districts of Oyo
state based on the numbe@c\ governments in each senatorial district.

Table 3.2: Di ri{uﬂo@

n of Questionnaires among 3 Senatorial Districts

13
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Field Survey, (2024)

The above table 3.2 shows the sample size to be captured in each senatorial district. The size to
be captured in each senatorial district is calculated based on the number of local government
councils in each senatorial district. The number of local governments in the senatorial district

multiply by total sample size and divide by total number of local government in the s&k

34 Description of the Research Instrument(s) Q/O

Structured questionnaire was used as a research tool, and the scale was ad &Qom The World Bank
Enterprise Survey of 2018, which was used to improve the discovery of 1cally significant outcomes
from data analysis procedure. It's important to have a comprehensi erstanding of the various types

of research methodologies in order to choose the one that@ ts this dissertation. The developed

questionnaire was separated into four portions, nam%’aﬁon A, B, C and D respectively. The
questionnaire format was designed to make use \F@’Qns based on the five-point Likert scale ranging
from strongly agree to strongly disagree (slg@z agree, agree, undecided, disagree, strongly disagree).
The essence of adopting five-point Like(c@\e by the researcher in designing questionnaire is to reduce
biases of forcing respondent to 'a@ with a statement that is contrary to their beliefs. The research
approaches can either be\@%ative approach or qualitative approach. Quantitative approach is
deductive®*. This qﬁ\w logy employs a variety of physical or statistical controls to enable the
testing of hyp eg!, generates and uses quantitative data to explain casual relationships through
covering @ and employs a highly structured approach to ensure reliability through surveys

and laboratory experiments'!.

3.5  Validity of Research Instrument
A test must be valid in order for the results to be appropriately applied and interpreted. The

amount and quality of the questions were assessed by specialists to ensure content validity.
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Basically, the questionnaire was seen by the researcher’s supervisor and the other two
departmental instructors. Based on their comments, the necessary adjustments were made by the
researcher as some ambiguities and contradictions in the questionnaire were removed. The

degree to which a test accurately measures the intended variables is known as validity'2.

3.6  Reliability of Research Instrument

In this study, the reliability of the selected variables was assessed using the|StafiStical Package
for the Social Sciences (SPSS) Version 28. The internal consistency=Qf ‘the test or scale was
evaluated using Cronbach's alpha'®. To determine the reliability of the qu€stionnaire, a pilot test
with a sample of 20 questionnaires was conducted. Reliability™is,a key criterion for evaluating
the quality of a study design, and it is essential to confitm th€ consistency of the data. The
reliability is considered more trustworthy when the alpha{value is closer to 1'>. An alpha value of
0.60 or less is regarded as poor, 0.70 to 0.80 is acceptable, and 0.80 or higher is considered
excellent. Table 1 presents the results of the reliability test, showing the Cronbach’s alpha values

(al to ab).

Table 3.3: Scale Reliability Coefficiénts

S/N Variables Alpha Value Number of Comment
Items
1 SMEs performance a1 =0.81 5 Reliable
2 Political environment a2 =0.79 5 Reliable
3 Economic environment o3 =0.83 5 Reliable
4 Socio-cultural environment a4 =0.82 5 Reliable
5 Technological environment as =0.75 5 Reliable
6 Managerial skills a6 = 0.89 5 Reliable

Source: Field Survey; (2024)
From the table above, it is observed that all the Cronbach’s Alpha reliability coefficient for each

variable is greater than 0.7. This result proves the reliability of the selected variables and also

shows that the data gathered through the structured questionnaire is more reliable.
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3.7 Data Collection Instruments and Procedure.

The tools used for data collection in this study are referred to as data collection instruments.
These instruments were distributed uniformly to all respondents, containing predetermined
questions that are specialized in nature'é. Structured questionnaires are particularly uséful as they
offer a variety of response options, making them easy to administer and r@deﬁne the
questions?. To collect quantitative data, a 5-point Likert scale was used With the following
ratings: Strongly Agree (SA), Agree (A), Undecided (U), Disagr@nd Strongly Disagree
(SD), corresponding to scores of 5, 4, 3, 2, and 1, respectively.

The questionnaire was self-administered, with the resea@ personally delivering the hard
copies of the questionnaire to the respondents. A p% ¢ was attached to the questionnaire to
guide the respondents on how to answer the B@& In an environment like Nigeria, where the
research culture is not fully developed, o-face delivery is recommended!’. One of the key

benefits of this approach is that it Qﬁé@ the researcher to collect all completed questionnaires

3.8 Data Ana{:@shniques

The data gath@ 1n this study were analyzed by means of simple bar charts, simple percentage,

within a short period.

Averai@ score (AMS), standard deviation, Pearson product moment correlation (r) and
multiple regression analysis using computer software (SPSS) version 28. Data analysis involves
summing up of data for ease of interpretation. A researcher can draw findings from data analysis

that will guide an outcome or decision'®. In most types of research, the process of data analysis is
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one of the most sensitive aspects as it requires using statistical tools to interpret data sets, data

patterns and specific data trends'®.

3.8.1 Model Specification for Simple and Multiple regression analysis

A regression model provides a function that describes and establishes causal the%ﬁonship
between dependent and independent variables. In essence, the simple and m@ regression
models will be employed in analyzing the effect of environmental facto@g%anagerial skills
on SMEs performance measured by: profitability, innovation, s venue and employee
satisfaction. This approach is used as it helps to predict th ect of independent variables
(political environment, economic environment, socio-cultutal environment and technological
environment) on the dependent (SMEs performance%’he model is described below:
Functional relationship: Y = f (X) ’b

Functional relationship: Y = f (M) . &
%

Y - Dependent Variables (SMEs p%énce in Oyo State): Y = [y1, y2, y3, Y4]

Y = SME:s performance in O@e (SMEsP)
y1, = Profitability (Pr) %

DN

y2, = Innovation V)\

y3, = Sales f@e (Sr)
ya4,= E}sg%ee satisfaction (Es)

X - Independent Variables (Business environmental factors): X = [Xi, X2, X3, X4]
x1 = Political environmental factors (PEF)
x2= Economic environmental factors (EEF)

x3= Socio-cultural environmental factors (SEF)
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x4= Technological environmental factors (TEF)
M — Independent Variable (Managerial skills): M = [m]

m, = managerial skills (MS)

D2 P (56 3 TSP Eqt. (1)
V1L, =0 A1 (P s Model (1)
Where: ap)=Constant, and a; =regression coefficient Q

Where: co=Constant, and c¢; =regression coefﬁcieﬁfb

.9 @ ..................................... Eqt. (4)

Va, = (ES)eiiiiiiiii *
ya,=do+ di(ES)..cceviiiiiii, \C;\\' .......................................... Model.(4)

Where: dy=Constant, and d; = &gﬁn coefficient=

Y=f(MS).................\éQ .......................................................... Eqt. (5)
SMEsP = ao+ o @ ................................................................ Model. (5)
Where: ao ZC@a , a1 =regression coefficient and p = error term

Y=f Q&F s SEF, TEF). .o Eqt. (6)

SMEsP=Bo+1(PEF)+B2(EEF)+B3(SEF)+B4(TEF)+ €.,

Where; Bo= constant term, 31 — B4 = coefficients of the regression/independent variables and e =

error term
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3.9 Ethical Consideration

To reduce study risks, safeguard participants, and ensure that their involvement is both informed
and voluntary, it is crucial to adhere to ethical standards. The researcher must carefully, consider

various ethical issues, including authorship, conflicts of interest, plagiarism, dup@n of work,

and participant engagement, among others?'.
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Chapter Four
Results and Discussion of Findings
This chapter gives a breakdown of the data retrieved. It presents the data analysis, results
discussions, and findings of the study. This chapter starts with a general overview of the
demographics and characteristics of the research participants. The simple perce Q tdbles are
the tools used for descriptive analysis of data from the selected SMEs’ own%@agers in Oyo
State, specifically, the three senatorial districts in Oyo State (North, C@nd South senatorial
districts). Out of the 395 questionnaires administered to participahts, only 320 questionnaires

Q: “%. Descriptive statistics were

were recovered fully filled, making the response rate to€l
employed using Mean Score and Standard Deviati n,&%lderstand the empirical influence of
environmental factors and managerial skills o SME erformance in the manufacturing sector in
Ibadan metropolis, Oyo State. The ﬁnding@ study were also discussed.

4.1 Demographic Data of Regp@l&s

Demographics consist of % ion that describes basic characteristics such as gender, age,
a

years of work experienc

M

Table 4.1: @’er of the respondents
. O

»

education level of the respondents.

Gender
Frequenc Percent Valid Cumulative
y Percent Percent
Valid Male 155 48.7 48.7 48.7
Female 163 51.3 51.3 100.0
Total 318 100.0 100.0

Source: Field Survey, (2024).
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The above table shows that 155(48.7%) of the respondents were male while 163(51.3%) of the
respondents were female. This result shows that majority of the respondents (the SMEs managers

in Oyo State) were female.

Table 4.2: Marital Status

Marital Status

Frequenc  Percen Valid Cumulativ
y t Percent e Percent
Valid Married 194 61.0 61.0 61.0
Single 70 22.0 22.0 83.0
Divorced 52 16.4 16.4 99.4
Separated 2 .6 .6 100.0
Total 318 100.0 100.0

Source: Field Survey, (2024)

The table reveals that 194 (61%) of the respondentsg@rsgumarried, 70(22%) of the respondents are
single, 52(16.4%) are divorced and 2(6%) ofithe respondents are separated. From this result, it is

observed that majority of the SMEs managets\in Oyo State are married.

Table 4.3: Age of the responderits

Age
Frequenc  Percen Valid Cumulative
y t Percent Percent
Valid Below 30 33 10.4 10.4 10.4
years
30-35 years 42 13.2 13.2 23.6
36-41 years 62 19.5 19.5 43.1
42-47 years 71 22.3 223 65.4
48-53 years 74 233 23.3 88.7
54 and above 36 11.3 11.3 100.0
Total 318 100.0 100.0

Source: Field Survey, (2024)
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The above figure indicates that 33(10.4%) of the respondents are within the age bracket below 30
years, 43 (13.2%) were within the age bracket 30 - 35 years, 62(19.5%) were within the age
bracket 36 — 41 years, 71(22.3%) were within the age range 42-47 years, 74(23.3%) were within
the age bracket 48 — 53 years, and 36 (11.3%) of the respondents were of age 54 years and above.
This result reveals that the majority of SMEs in Oyo State are owned and managed by people of
age between 36 and 53 years. This result proves the authenticity of the data cOllgcted as the

majority of the respondents are very mature.

Table 4.4: Educational Status of the Respondents

Educational Background

Frequenc Percent Valid Cumulative
y Percent Percent
Valid SSCE/GC 34 10.7 10.7 10.7
E
OND/NCE 57 17.9 17.9 28.6
HND/BSc 134 42.1 42.1 70.8
MSc/MBA 65 20.4 20.4 91.2
Phd 27 8.5 8.5 99.7
6.00 1 3 3 100.0
Total 318 100.0 100.0

Source: Field Survey, (2024

The figure indicates that 34(10.7%) of the respondents were SSCE/GCE certificate holders,
57(17.9%) of the,respondents were OND/NCE holders, 134(42.1%) of the respondents were
BSc/HND Holdets, 65(20.4%) of the respondents were MSc/MBA holders, and only 27(8.5%)
respondént’ is holding PhD and other certificates. The result here reveals that most of the

respondents were HND/BSc holders.
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Figure 4.5: Years of Experience

Valid

Year of experience

Frequency
1-5 years 54
6-10 years 90
11-15 years 110
16-20 years 44
Above 20 20
years
Total 318

Source: Field Survey, (2024)

The above figure shows that 54 (17%) of the respondents have beeftoperating SMEs for about 1-
5 years, 90 (28.3%) of the respondents have been operatm@ SMEs for about 6 - 10 years,
110(34.6%) of the respondents have been operating SMES\for about 11-15 years, 44(13.8%) of

the respondents have been managing SMEs fog 'abbut 16-20 years while 20(6.3%) of the

respondents

have been operating SMEs for more thah, 20 years. It is observed from the result that majority of
the participants have been operatihg" SMEs for about 11-15 years. This result proves the

authenticity of the data colletted as the majority of the respondents have been in the business for

more than 10 years,

Percent

17.0
28.3
34.6
13.8

6.3

100.0

Figure 4.6: Working capital of the respondents

Valid

Working Capital
Frequenc  Percent
y

Below N100,000 93 29.2
N100,000- 128 40.3
N400,000
Above 400,000 93 29.2
4.00 3 9
5.00 1 3
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Valid Cumulative
Percent Percent

17.0 17.0
28.3 45.3
34.6 79.9
13.8 93.7

6.3 100.0

100.0

Valid Cumulative
Percent Percent
29.2 29.2
40.3 69.5
29.2 98.7
9 99.7
3 100.0



Total 318 100.0 100.0
Source: Field Survey, (2024)

The above figure shows that 93(29.2%) of the respondents have been operating SMEs with
amount below hundred thousand Naira (100,000), 128 (40.3%) of the respondents have been
operating his/her SMEs business with amount ranges between 100,000 — 400,000 and, 93(24%)

of the respondents have been operation the business for amount (capital) more tha&\hundred

thousand Naira : O

4.2 Analysis of Data relating to the study’s variables %
Table 4.7: Perception of Respondents on the influence of et@rnl factors on SMEs in Oyo
State

I consider interest rate as one of the major 318 4.50 0982 3 Agreed
factors in my environment

Operating cost is increasing constantly 318 4.58  0.785 2 Agreed

I am always aware of how the amount of 318 436  0.668 4 Agreed
demand for goods and services is affected
by the exchange rate =~

- Raw material prices are always changing 318 4.22 0.643 5 Agreed

- Based on exchange rates, I often adjust the 318 4.62 0.914 1 Agreed
price of my products

Source: Field Su 4)

From the ta iﬁe, it is observed that the majority of the SMEs’ owners in Oyo Sate
considere@%rest rate as one of the major factors in their environment (mean = 4.50); aftfirmed
that ope}fmg cost is increasing constantly (mean = 4.58); were of the opinion that demand for
goods and services is affected by the exchange rate (mean = 4.36); agreed that raw material
prices are always changing (mean = 4.22) and; agreed that the price of products is always
adjusted based on exchange rates (mean = 4.62). The decision is based on the fact that the
obtained mean score in each statement is greater than cut off mean 3.0.
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Table 4.8: Perception of Respondents on the influence of political factors on SMEs in Oyo

State.

I consider government policies to take 448 0.576 Agreed
better decisions for the firm’s progress

I try to constantly assess each of political 318 4.84 0473 1 Agreed
issues closely to be able to smoothly run my

business activities

I always stay up-to-date to know the 318 432 0577 4 Agreed
implication of taxes for some companies

I am aware that political forces have the 318 4.08 0.665 5 Agreed
power to alter corporate operations

I always try to deal with the local and 318 452  0.525 2 Agreed
international outcomes of politics

Source: Field Survey, (2024) v

From the table above, it is deduced that majority K@Es owners and managers in Oyo State
consider government policies to take better d\' for the firm’s progress (mean = 4.48); try to
constantly assess each of political issues y to be able to smoothly run my business activities

(mean = 4.84); always stay up toégao know the implication of taxes for some companies

(mean = 4.32); and aware tlcal forces have the power to alter corporate operations (mean

= 4.08); always try to % ith the local and international outcomes of politics (mean = 4.52).

The decision is

he fact that the obtained mean score in each statement is greater than

cut off mea

3 .
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Table 4.9: Perception of Respondents on the influence of technological factors on SMEs in
Oyo State.

I ensure the security and protection of its 318 449  0.682 2 Agreed
technological infrastructure and data

I assess the return on investment for 318 438 0.575 3 Agreed
adopting new technology

I strategize for integrating technology into 318 450 0.614 1 Agreed
its long-term  business growth and

sustainability.

I update with the latest technological 318 4.25 0.901 5 Agreed
advancements and trends relevant to

industry. -

I approach training and wup skilling 318 437 0.661 4 Agreed
employees to adopt to new technology.

Source: Field Survey, (2024) \\
From the table above, it is observed that majori & participants ensure that security and

protection of its technological infrastructurB\\Ql data (mean = 4.49); assess the return on
investment for adopting new technolo . = 438); strategize for integrating technology into
its long-term business grow.th @sustainability. (mean = 4.50); update with the latest
technological advancemc%@’ends relevant to industry (mean = 4.25) and; approach training
and up skilling empg(& to adopt to new technology (mean = 4.37). The decision is based on

the fact that tkg(@}:d mean score in each statement is greater than cut off mean 3.0.

\/Q:b
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Table 4.10: Perception of Respondents on the influence of socio-cultural factors on SMEs in
Oyo State.

I allow employees time for religious 4.56  0.557 Agreed
activities

-1 give priorities to employees during 318 442 0.624 3 Agreed

religious celebration.

I make it mandatory for employees to come 318 446  0.553 2 Agreed
to work on public holidays.

I encourage employees to improve their 318 438  0.628 3 Agreed
level of education

I employ individuals with the same cultural 318 438 0592 4 Agreed

background. |
Source: Field Survey, (2024) O\
From the table above, it is observed that majority of t s owners/Managers in Oyo State

allow employees time for religious activities (me% .56); give priorities to employees during
religious celebration. (mean = 4.42); | make\'\&%ndatory for employees to come to work on
public holidays (mean = 4.46); encourig;\%oyees to improve their level of education (mean =

4.38) and; employ individuals, wi sane cultural background (mean = 4.38). The decision is

based on the fact that the@ mean score in each statement is greater than cut off mean 3.0.
(.)’&

O
&
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Table 4.11: Perception of Respondents on the influence of managerial skills on SMEs in
Oyo State.

I can readily monitor every financial 426 0.814 Agreed
decision made to make sure that spending
doesn’t go above revenue.
I am able to understand, lead, change and 318 427 0.851 4 Agreed
regulate the behavior of the individuals and
business that [ manage.
I am able to motivate employees, revolve 318 4.33 0.725 3 Agreed
workplace issues, and collaborate with
others
The skills I possess can make me view and 318 439  0.684 2 Agreed
operate with the organization as a small
manageable entity while effectively linking
to its surrounding.
- I can be able to prepare and structure work 318 4.51 0.645 1 Agreed
effectively in the organization.
Source: Field Survey, (2024)

2

From the table above, it is observed that largé\@er of the owners and managers of SMEs in
Oyo State: readily monitor every ﬁnan.cb@s:lslon made to make sure that spending doesn’t go
above revenue. (mean = 4.26); Q’&Q and, lead, change and regulate the behavior of the

individuals and business that@age (mean = 4.27); motivate employees, revolve workplace

issues, and collaborate with*0thers (mean = 4.33); possess the skills that can make me view and
[ ]

operate with the| organization as a small manageable entity while effectively linking to its

surroundin n = 4.39) and; can be able to prepare and structure work effectively in the

organi?&@n (mean = 4.51). The decision is based on the fact that the obtained mean score in

each statement is greater than cut off mean 3.0.
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Table 4.12: Perception of Respondents on the SMEs business performance in Oyo State.

I am able to make a normal profit in the end 318 420 0.733 5 Agreed
of the years

I am able to achieve an expected level of 318 432  0.691 2 Agreed
sales revenue annually.

I am experiencing a remarkable market 318 4.35 0.683 1 Agreed
growth for the business.

My customers are happy with my long-term 318 4.32 0.727 3 Agreed
customer relationship strongly.

My customers are happy with the superior 318 4.22 0.711 4 Agreed
value of my products/services relative to

my competitors.

Source: Field Survey, (2024) %V
From the table above, it is observed that large number of S@ managers in Oyo State are: able
to make a normal profit in the end of the years (me&@ox able to achieve an expected level
of sales revenue annually (mean = 4.32); e%%cing a remarkable market growth for the
business. (mean = 4.35); affirming th %tomers are happy with my long-term customer
relationship strongly (mean = 4.32&§E\ming that customers are happy with the superior value
of my products/services rela@my competitors (mean = 422). The decision is based on the
fact that the obtained m a}Are in each statement is greater than cut off mean 3.0.
D"

C
4.3 Test éesearch Hypotheses
The SRQ/%' research objective and corresponding research null hypothesis are tested and
analysed using multiple regression analysis. Here, esch of the performance indicators:
profitability, innovation, sales revenue and employee satisfaction is regresed on environemntal
factors (economic factors (EF), political factors (PF), technological factors (TF) and socio-

cultural factors (SF))
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Hypothesis one

HO;: Environmental factors have no significant impact on profitability in the SMEs

manufacturing sector in Oyo State.

Table 4.13: Model Summary
Model Summary

Model R R Square Adjusted R Square

1 0.846° 0.720 0.709
a. Predictors: (Constant), EF, PF, TF, SF.

Std. Error of the
Estimate
0.69350

Table 4.13 above shows the coefficient of determination (R-Squarg =0.720). This value indicates

that 72% variations in performance of SMEs profitability cdn be explained by environmental

factors (economic factors (EF), political factors (PE),”technological factors (TF) and socio-

cultural factors (SF)). Hence, 28% of variatiem\in the dependent variable (SMEs profitability)

could be explained only by other facters,that were not included in the study model and not

investigated in this study.

Table 4.14: ANOVA

ANOVA?
Model Sum of Squares df
1 Regression 20.425 4
Residual 150.055 312
Total 170.479 316

a. Dependent Variable: Profitability
b. Predictors: (Constant), EF, PF, TF, SF.

Mean F Sig.
Square

5.106 10.617  0.000
b

481

In the table 4.14, the F-statistic (10.61) at P-value of 0.00 less than significant level 0.05 reveals

that the overall model was statistically significant and the independent variables (economic
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factors (EF), political factors (PF), technological factors (TF) and socio-cultural factors (SF)) are
good predictors of SMEs profitability in Oyo State. This implies that the SMEs profitability is

strongly enhanced by the independent variables as p-value 0.00 is less than significant level 0.05.

Table 4.15: Regression Coefficient Table

Coefficients®
Model Unstandardized Standardized T Sig.
Coefficients Coefficients
B Std. Error Beta

1 (Constant) 5.442 .593 9.181 0.000
Economic -0.032 0.046 -0.043 -0.705 0.022
Political -0.122 0.078 -0.096 1.559 0.020
Technology 0.340 0.061 0.316 -5.586 0.000
Socio-cultural 0.025 0.075 0.019 0.340 0.034

a. Dependent Variable: Profitability

In table 4.15 above, the constant value 5.442 mdicates that the SMEs profitability is 5.442
holding all the independent variables {eeonemic factors, political factors, technological factors
and socio-cultural factors) involvedr¢onstants. Essentially, the regression coefficient of economic
factors (-0.032) indicates thateagmit change in economic factor leads to 0.032 negative change in
SME:s profitability and the ‘pOlitical factors with coefficient (-0.122) shows that a unit change in
political factor fesults 1" a negative change in SMEs profitability by 0.122. Similarly, the
coefficient of technological factors (0.340) indicates that a unit change in technological factor
will result;0.340 change in SMEs profitability, and the socio-cultural factors with coefficient
(0.025) indicates that a unit change in socio-cultural factor will lead to a change in SMEs
profitability by 0.419. Considering the results from tables 4.13, 4.14 and 4.15, it could be said

that the environmental factors (economic factors, political factors, technological factors and
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socio-cultural factors) have a significant impact on profitability in the SMEs manufacturing

sector in Oyo State

Hypothesis two.

HO:: Environmental factors have no significant impact on innovation in the SMEs manufacturing

sector in Oyo State.

Table 4.16: Model Summary for Innovation

Model Summary
Model R R Square Adjusted R Square Std. Error of the
Estimate
1 0.758* 0.625 0.612 0.68742

a. Predictors: (Constant), EF, PF, TF, SF.

Table 4.16 above shows the coefficient of detésfnittation (R-Square =0.625). This value indicates
that 63% variations in performance of%8§M¥s innovation can be explained by environmental
factors (economic factors (EF), pelitical factors (PF), technological factors (TF) and socio-
cultural factors (SF)). Hences3Y% of variation in the dependent variable (SMEs Innovation)
could be explained only byother factors that were not included in the study model and not

investigated in this study.

Table 4.17:“ANOVA for Innovation

ANOVA?
Model Sum of Df Mean Square F Sig.
Squares
1 Regressio 3.757 4 0.939 1.988 0.006°
n
Residual 146.961 311 0.473
Total 150.718 315
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a. Dependent Variable: Innovation
b. Predictors: (Constant), EF, PF, TF, SF.

In the table 4.17, the F-statistic (1.988) at P-value of 0.06 less than significant level 0.05 reveals
that the overall model was statistically significant and the independent variables (economic
factors (EF), political factors (PF), technological factors (TF) and socio-cultural factors (SF)) are
good predictors of SMEs innovation in Oyo State. This implies that the SMEsNnnovation is

strongly enhanced by the independent variables as p-value 0.006 is less than significant level

0.05.

Table 4.18: Regression Coefficient for Innovation

Coefficients®
Model Unstandardized Standardized T Sig.
Coefficients Coefficients
B Std. Error Beta

1 (Constant) 4871 0.588 8.278 0.000
Economic 0.073 0.046 0.104 1.607 0.009
Political -0.012 0.077 -0.010 -0.156 0.006
Technological 0.049 0.060 0.048 0.806 0.021
Socio-cultural 0.134 0.074 0.108 1.804 0.002

a. Dependent Variable: Innovation

In the table 4.18 aboyeythe constant value 4.871 indicates that the SMEs innovation is 4.871
holding all th& independent variables (economic factors, political factors, technological factors
and sociogeultiiral factors) involved constants. Basically, the regression coefficient of economic
factors (0.073) indicates that a unit change in economic factor leads to 0.073 change in SMEs
innovation, the political factors with coefficient (-0.012) shows that a unit change in political
factor results to a negative change in SMEs innovation by 0.012. similarly, the coefficient of

technological factors (0.049) indicates that a unit change in technological factor will result 0.049
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change in SMEs innovation, and the socio-cultural factors with coefficient (0.134) indicates that

a unit change in socio-cultural factor will result to a change in SMEs innovation by 0.134.

Having observed the results from the table 4.16,4.17 and 4.18, it is obsessed that the
environmental factors (economic factors, political factors, technological factors and socio-
cultural factors) have a significant impact on innovation in the SMEs manufacturing sector in

Oyo State.

Hypothesis Three.
HO0s3: Environmental factors do not have a significant impact om.salés’revenue in the SMEs

manufacturing sector in Oyo State.

Table 4.19: Model Summary for Sales revenue

Model Summary

Mod R R-Square Adjusted R Square Std. Error of the
el Estimate
1 0.955? 0.824 0.812 0.68216

a. Predictors: (Constant), EF, PF, TF, SF.

Table 4.19 above shows\the coefficient of determination (R-Square =0.824). This value indicates
that 82% varjatiensyin sales revenue of SMEs can be explained by environmental factors
(economic faetots (EF), political factors (PF), technological factors (TF) and socio-cultural
factors (SF)). Hence, 18% of variation in the dependent variable (SMEs sales revenue) could be
explained only by other factors that were not included in the study model and not investigated in
this study.

Table 4.20: ANOVA for Sales Revenue
ANOVA?
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Model Sum of df Mean F Sig.

Squares Square
1 Regressio 3.584 4 0.896 1.926  0.016°
n
Residual 144.719 311 0.465
Total 148.304 315

a. Dependent Variable: Sales Revenue

b. Predictors: (Constant), EF, PF, TF, SF.
In the table 4.20, the F-statistic (1.926) at P-value of 0.016 less than significant levelN.0§ reveals

that the overall model was statistically significant and the independent variables (economic
factors (EF), political factors (PF), technological factors (TF) and socig=cultural factors (SF)) are
good predictors of SMEs sales revenue in Oyo State. This implies thatthe SMEs sales revenue is

strongly enhanced by the independent variables as p-valug=0,0l6 is less than significant level

0.05.

Table 4.21: Regression coefficient for Sales revenue

Coefficients?
Model Unstandardized Standardize T Sig.
Coefficients d
Coefficients
B Std. Beta
Error
1 (Constant) 4.138 0.584 7.087 0.000
Economic 0.120 0.045 .0.172 2.647 0.009
Political -0.051 0.077 -0.043 -0.658 0.011
Technological 0.018 0.060 0.018 0.297 0.007
Socio-cultural 0.004 0.073 0.003 0.051 0.059

a. Dependent Variable: Sales revenue

In the table 4.21 above, the constant value 4.138 indicates that the SMEs sales revenue is 4.138
holding all the independent variables (economic factors, political factors, technological factors

and socio-cultural factors) involved constants. Basically, the regression coefficient of economic
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factors (0.120) indicates that a unit change in economic factor leads to 0.120 change in SMEs
sales revenue, the political factors with coefficient (-0.051) shows that a unit change in political
factor results to a negative change in SMEs sales revenue by 0.051. The coefficient of
technological factors (0.018) indicates that a unit change in technological factor will result 0.018
change in SMEs sales revenue, and the socio-cultural factors with coefficient (0.004) indicates

that a unit change in socio-cultural factor will result to a change in SMEs sales reyéaue by 0.004

From the results obtained in the tables 4.19, 4.20 and 4.21 above, #€is coficluded that the
environmental factors (economic factors, political factors, technologigal factors and socio-
cultural factors) have significantly impacted sales revenue in the SMEs manufacturing sector in
Oyo State.

Hypothesis Four

HO04: Environmental factors have no signifieaht imipact on employee satisfaction in the SMEs
manufacturing sector in Oyo State.

Table 4.22: Model Summary for eniployee satisfaction

Model Summary
Model R R-Square Adjusted R Std. Error of the
Square Estimate
1 0.641° 0.520 0.67 0.72559

a. Predictors: (Constant), EF, PF, TF, SF

Table 4.225aboVe shows the coefficient of determination (R-Square =0.520). This value indicates
that 52% variations in employee satisfaction of SMEs in Oyo State can be explained by
environmental factors (economic factors (EF), political factors (PF), technological factors (TF)
and socio-cultural factors (SF)). Hence, 48% of variation in the dependent variable (Employee
satisfaction in SMEs) could be explained only by other factors that were not included in the

study model and not investigated in this study.
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Table 4.23: ANOVA for Employee satisfaction

ANOVA?
Model Sum of Df Mean F Sig.
Squares Square
1 Regression 3.339 4 0.835 1.585 0.008°
Residual 163.737 311 0.526
Total 167.076 315

a. Dependent Variable: Employee satisfaction
b. Predictors: (Constant), EF, PF, TF, SF

In the table 4.23, the F-statistic (1.585) at P-value of 0.008 less than significant level 0.05 reveals
that the overall model was statistically significant and the jndepéndent variables (economic
factors (EF), political factors (PF), technological factors (TH) and socio-cultural factors (SF)) are
good predictors of employee satisfaction in SMEs\if)Qyo State. This implies that the SMEs
employee satisfaction is influenced by the indgpefident variables as p-value 0.008 is less than

significant level 0.05.

Table 4.24: Regression Coeffi¢ient for Employee satisfaction

Coefficients®
Model Unstandardized Standardized T Sig.
Coefficients Coefficients
B Std. Beta
Error
1 (Constant) 4.484 0.621 7.219 0.000
Economic 0.068 0.048 0.091 1.400 0.013
Political 0.042 0.082 0.034 0.518 0.005
Technological 0.064 0.064 0.060 1.010 0.013
Socio-cultural -0.080 0.078 -0.061 -1.025 0.006

a. Dependent Variable: Employee satisfaction
In the table 4.24 above, the constant value 4.484 indicates that the SMEs employee satisfaction is

4.484 holding all the independent variables (economic factors, political factors, technological
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factors and socio-cultural factors) involved constants. Basically, the regression coefficient of
economic factors (0.068) indicates that a unit change in economic factor leads to 0.068 change in
employee satisfaction in SMEs, the political factors with coefficient (0.42) shows that a unit
change in political factor results to a change in employee satisfaction in SMEs manufacturing
sector by 0.42. The coefficient of technological factors (0.064) indicates that a unit change in
technological factor will result 0.064 change in customer satisfaction in SME Q*u‘dcturing
sector, and the socio-cultural factors with coefficient (-0.080) indicates that a uhit change in

socio-cultural factor will result to a negative change in emplo@isfaction in SMEs

O

From the results obtained in the tables 4.22, 4.23 an @above, it is concluded that the

manufacturing sector by 0.080.

environmental factors (economic factors, politica&ors, technological factors and socio-

cultural factors) have significantly impacted@gee satisfaction in the SMEs manufacturing

sector in Oyo State. . &
S

N\

Hypothesis five . A@

HO0s: Managerial skills m@moderately impacted SMEs performance in the manufacturing
sectors in Oyo State.\%\%

O

%del Summary for Managerial skills

Table 4.
\ y 4
Model Summary
Model R R-Square Adjusted R Std. Error of the
Square Estimate
1 .870? 782 -.765 73489

a. Predictors: (Constant), Planning, Organizing, Leading and Controlling
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Table 4.25 above shows the coefficient of determination (R-Square =0.78). This value indicates
that 78% variations in SMEs performance in Oyo State can be explained by managerial skills
(Planning, Organizing, Leading and Controlling). Hence, 22% of variation in the SMEs
performance could be explained only by other factors that were not included in the study model

and not investigated in this study.

Table 4.26: ANOVA for Managerial skills

ANOVA?
Model Sum of Df Mean Square F Sig.
Squares
1 Regression 1.376 4 344 0.637  0.036°
Residual 168.498 312 0.540
Total 169.874 316

a. Dependent Variable: SMEs performance
b. Predictors: (Constant), Planning, Organizing, Leading and Controlling

In the table 4.26, the F-statistic{(0:637) at P-value of 0.036less than significant level 0.05 reveals
that the overall model was )statistically significant and the independent variables (Planning,
Organizing, Leading, andcontrolling) are good predictors of SMEs performance in Oyo State.
This implies that the SMEs performance is influenced by the independent variables as p-value

0.036 g legs than significant level 0.05.

Table 4.27: Regression Coefficient for Managerial Skills

Coefficients?
Model Unstandardized Standardized T Sig.
Coefficients Coefficients
B Std. Beta
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1 (Constant) 4.119
Planning 0.019
Organizing 0.112
Leading 0.155
Controlling 0.044

Error
0.366
0.052
0.087
0.109
0.071

a. Dependent Variable: SMEs performance

The table 4.27 above shows the constant value 4.119 which indicates that the SMEgs-petformance
is 4.119 holding all the independent variables (Planning, Organizing, Leadipg ‘and) Controlling)
involved constants. Basically, the regression coefficient of planning (0,019) indicates that a unit
change in planning leads to 0.019 change in SMEs performance, the.0tgdnizing with coefficient
(0.112) shows that a unit change in organizing results to a change in SMEs performance by 0.112.
The coefficient of leading (0.115) indicates that a unit change in leading will result 0.115 change

in SMEs performance, and the controlling with coefficient (0.044) indicates that a unit change in

0.021
0.130
0.154
0.041

11.263
0.359
1.283
1.427
0.617

controlling will result to a negative change in SMEs performance by 0.044.

Based on the results obtained in thg ‘tables 4.25, 4.26 and 4.27 above, it is deduced that the

managerial skills (Planning, OrgahiZing, Leading and Controlling) have significantly impacted

SMEs performance in the\panufacturing sector in Oyo State.

Hypothesis six

HOs: Evdluate overall influence of environmental factors on SMEs performance in the

manufacturing sector in Oyo State.

Considering the fact that environmental factors have significantly influenced the profitability,

innovation, sales revenue and employee satisfaction which are measures of the SMEs

0.000
0.019
0.000
0.055
0.037



performance, it is therefore concluded that environmental factors have a significant influence on

overall performance of the SMEs manufacturing in Oyo State.

4.4  Discussion of findings

Discussion of the First Hypothesis’s results \

The result of of the fisrt hypothesis reveals that environmental factorsQJ@signiﬁcantly
impacted profitability in the small and medium scale enterprises (S in Oyo State as table
4.13 shows the coefficient of determination (R-Square = O.7$ch implies that 72%
variations in the profitability of SMEs in Oyo State resu @1 the business environmental
factors like economic, political, technological and socio@tural factors. Table 4.14 with the F-
statistic (10.61) also proves the collective signiﬁ f business environmental factors on the

level of SMEs’ profitability. The probabﬂKhz of each coefficient of regression in table 4.15

which is less than significant level 5%(19%0@ s the significance of the environmental factors on

SMEs profitability. AQ

This result is concurred %% study whose result showed that there is a positive relationship
between business Qruy&ment and corporate profitability!. The business and investment in any
area requires e&pﬂrlsion of an appropriate and secure institutional environment. One of the
factors t ps to expand businesses and increase corporate profits is the right business
enviro&t such as stable economic environment, sustainable socio-cultural environment etc.
The result of this study is also supported by a study which found that the magnitude of the
impact of environmental factors on profitability depends on political stability and institutional
quality 2. Business environment is formed not merely on some sense of objective reality, but on

its own perception of reality in order to make the profit margin to be precise 3. In consonance
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with this theory, individuals attempt to determine the probability of a measure of expectancy of

outcome.

Disciussion of the Second Hypothesis’s results

It is deduced from the result of the second hypothesis that the environmental factors have a
significant impact on innovation in the SMEs manufacturing sector in Oyo Stat Q&ehe table
4.16 reveals the coefficient of determination (R-Square =0.625), implying that 63% variations in
the innovation of SMEs in Oyo State resulted from the business @o mental factors like
economic, political, technological and socio-cultural factors, @.17 with the F-statistic
(1.988) also confirms the collective significance of busines@y nmental factors on the level of
SMEs innovation. The probability level of each co f%&of regression in table 4.18 which is
less than significant level 5% signifies the S% e of the environmental factors on SMEs
Innovation. The result from this study is g\oborated by the study focused on the Republic of
Kazakhstan's small and medium-sizm{a}erprises' (SMEs) funding of innovation, and the study
discovered that environmentat d@n‘[s such as economic, technological, political, and socio-

\

cultural influences have %impact on SMEs' innovation 4. Also, it is affirmed that the state
of the business e{@at influences how innovatively businesses operate . The ease of doing
business is a& actor influencing a company's innovative output, often measured through
patent%@ researcher’s regression analysis, the cost of doing business has a significant
negative effect on corporate innovation. This cost reflects how effectively a country's regulations
promote a conducive business environment, which is crucial for fostering innovative activities
within companies. Therefore, a business-friendly environment is vital for building national

innovation capabilities, especially in transition economies. Other studies have concentrated on
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how specific aspects of the business environment impact innovation. The impact that financial
limitations have on indigenous businesses' creative endeavors in the Eastern European and
Central Asian transition regions and discover a notable inverse correlation between the two °.
Another study revealed that feature of the corporate environment has a favorable impact on the
innovation of organizations ’. Today, the availability of financing for innovation activities of
SME:s through business lending continues to be among the factors that have a si Q& impact
on the business climate and the development of entrepreneurship. A steady iffiprovement in
lending conditions with state involvement helps banks draw in mor@%mers, increase their
small- and medium-sized business segment, and maintain their r@iveness 8, It is necessary
to finance SMEs' innovations through lending, but this fi is linked to changes in both
price and non-price factors. This means that the ¢ eﬁ%tem is very sensitive to changes in

any one of these factors, and as a result, it ¢ used to identify the direction of future
development °. Q
. \

Small and medium-sized enterpris%@[Es) play a crucial role in boosting overall production
and retail turnover, fostering @Qt competition, and providing employment opportunities for a
substantial portion of th pulation. While the importance of SMEs is evident, there are
numerous signif@%h lenges in financing innovation for these businesses in our country,
which urgen d to be addressed.

Sharin}\n/@& with investors and the banking industry is made possible by diversifying SMEs'
financing mechanisms and using alternative financing instruments. When combined with an
appropriate legal framework, these measures can strengthen financial stability, safeguard

investors' rights, and spur investment activity '°.
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Discusion of the Third Hypothesis’s results

The result of the third hypothesis shows that the environmental factors have significantly
impacted sales revenue in the SMEs manufacturing sector in Oyo State as table 4.19 reveals the
coefficient of determination (R-Square = 0.824) implying that 82% change in the sales revenue
of SMEs in Oyo State resulted from business environmental factors including ec Qic, olitical,
technological and socio-cultural factors. Table 4.20 with the F-statisticQ.J ) shows the
collective significance of the business environmental factors on th S&revenue of SMEs.
Similarly, the level of probability of each coefficient of regression ihtable 4.21 which is less the
significant level 5% indicates the significance of the e @ental factors on SMEs’ sales
revenue. The findings of this study is concurred wi study carried out on the impact of
business information use on the sales perforn% of SMEs in Lagos State's information
technology sector. The study revealed t%&less environmental elements, such as social,
political, and economic aspects, had@wpact on SMEs' sales performance !'. High tax rates,
many taxes, complex tax leg@%ﬁ, and inadequate knowledge of tax-related matters are
obstacles faced by small B@lium-sized enterprises '2. SMEs that incur high tax expenditures
will be compelle ‘t@‘ the tax burden onto the consumer '3. The majority of the SMEs are

concentrated F&le ervice, manufacturing and commercial sectors. As a result, sales revenue is

many @s' lifeblood, and the only way they can keep sales high is by cutting back on their

operating expenses '4

. Also, the result of this study is supported by another study which
discovered a strong correlation between Business environment and Sales revenue of small scale

business in Nigeria '°. The only way to encourage the government to fund infrastructure projects

and other developmental initiatives that help create an environment that supports an
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organization's ability to sell is for businesses to pay taxes consistently and sincerely and to

adhere to all government regulations .

Discusion of the Fourth Hypothesis’s results

The result of the fourth hypothesis reveals that environmental factors have significantly
influenced employee satisfaction in the SMEs manufacturing sector in Oyo St Q&le 4.22
reveals the coefficient of determination (R-Square = 0.520), indicating that%@hange in the
level of satisfaction of employee in SMEs in Oyo State resulted from ness environmental
factors like economic, political, technological and socio-cultur: fw%. Table 4.23 with the F-
statistic (1.585) shows the collective significance of the l@ environmental factors on the
level of employee satisfaction in SMEs. The level o @lity of each coefficient of regression
in table 4.24 which is less than significant level 5%uiplies the significance of the environmental
factors on the level of satisfaction of emplo éﬁn SMEs. The result of this study is corroborated

R

with the study that investigated en{E%knental factors' impact on worker satisfaction in the
automotive manufacturing sect@. he study found that environmental factors, especially the
economic issues, surroum@ontext dependence and the building’s function, had a significant
impact on job sati A There are several previous researchers who examined the mediating
effect of emplQye¢ satisfaction in the influence of the business environmental factors on
emplo ee@’bormance. It is stablished by a scholar that employee performance is favorably
correlated with a supportive corporate environment, which includes a positive work culture,
government policies, social forces, and fair company policies 8. Also, performance is directly
impacted by employee satisfaction, although the relationship between environmental conditions

19

and performance is not tested in terms of work satisfaction's mediating role Furthermore,
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other research conducted on relationship between a positive work environment and employee
satisfaction, but it did not examine how the non-physical environment affected workers'
performance directly 2°. Another study found that employee satisfaction mediates the relationship

between employee performance and non-physical factors like government policies, interest rates,

Discusion of the Fifth Hypothesis’s results &

and societal issues 2!

It is observed from the result of the fifth hypothesis that th Qanagerial skills have
significantly impacted SMEs performance in the manufacturi@ctor in Oyo State given that
table 4.25 shows the coefficient of determination (R—S@r = 0.78) which implies that 78%
change in the SMEs performance in Oyo State is i\&ed by the level of managerial skills of
SMEs owners. Table 4.26 with the F-statist \&) affirms the collective significance of the
managerial skills of SMEs owners on t@ﬁl of SMEs performance in Oyo State. In addition,
the level of probability of each coe@ent of regression in table 4.27 which is less the significant
level 5% proves the si e of managerial skills of SMEs owners on the level of
performance of SMEs i § State. This study’s finding is supported by a study that examined
the relationship @een environmental conditions, manager skills and competencies, and

22

business p ance “*., Another study investigated the effect of managerial skills on the

growth\q% performance of small-scale enterprises in Nigeria, and it was revealed that

23, The managerial abilities

managerial skills significantly impacted SSBs' performance
associated with SMEs include the ability to plan and budget, recognize changes, maintain

positive client relations, and ensure accurate financial records 2*. A study examined relationship

between the performance of advisory services mediated by owner/manager expertise,
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competitive intensity, marketing complexity, technical skill, and business size?*. In the study, the
regression result indicated significant relationship between owner/manager knowledge and
performance.

Since money and equipment by themselves cannot sustain itself or generate profits without
human labor, the importance of managerial competence in the survival of small a&nedium-
sized businesses cannot be overstated >°. Q

The foundation of the company's improved performance and competiti@ntage is its
managerial skills and abilities 26. The theoretical perspective sugge@ resources that are
valuable, rare, inimitable, and non-substitutable (VRIN) provide firms with a competitive edge.
Managerial skills can serve as one such resource to promot@ and sustainable development.
However, SMEs often face challenges due to poo mﬁ%rial skills within their management
teams, which can hinder capital accumulation, o high employee turnover, and limit the

ability to adapt to globalization and @logical advancements?’. Consequently, SMEs
\1en.

experience minimal growth and dex@ This underscores the importance of managerial

skills, as they could address d@%stent issues of inadequate management that impact SME

performance and successQ

Discusion of iXth Hypothesis’s results
The fi nd@fbrevealed that the environmental factors have significantly influenced SMEs
performance in the manufacturing sector in Oyo State based on the results from the hypotheses

one, two, three and four.

This result is in line with the study investigated the impact of political environment on business

performance, and the study found that there is a significant relationship between the country’s
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political environment and business performance due to political instability and violence which
has created a very volatile business atmosphere and makes the environment unbearable for
businesses 28. It is deduced from the finding that SME’s business performance is determined by
economic policies put in place by government and that macro-economic variable like inflation,
interest rate and unemployment affects business performance. Another study examined the effect
of economic factors such as government taxes, interest rates, currency rates, a Q&on rates
on the operations of small and medium-sized businesses ». Also, the resu(fﬁﬁthis study is
consistent with the study of authors whose findings revealed a signilationship between

socio-cultural environment and performance of Small and Medi terprises .

Findings from another study revealed that technology en ent has a significant effect on
performance of Small and Medium Enterprises in %Qe. This means that technology does
play an important role in the performance of an ation. As such, a business will be able to
perform excellently without technology in &?Vironment. The finding from this study is also
supported studies which revealed th@%o ogy environment and socio cultural environment
have significantly impacted S Medium Enterprises performance 3!-3% 33,
N
Q)
C
O
O
\¥
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Chapter Five

Conclusion

This chapter concludes the research study, and it consists of summary of findings, conclusion of
the study, recommendations to the study, implications to the study, limitations to thp&ldy, and

recommendations for further studies. OQ
5.1 Summary of findings :&

The importance of business environment to the performance of S and Medium enterprises
(SMEs) in Nigeria cannot be overemphasized. On this is study was carried out to
investigate the effect of environmental factors and raar@l skills on SMEs performance in the

manufacturing sector in Oyo State. In this stu(% SMEs performance is measured using

o

indicators including profitability, innova%a s revenue and employee satisfaction.
The result revealed that environme Sm\@ctors have a significant impact on profitability in the
SMEs manufacturing sector '.60 State as the R-Square = 0.720, which indicates that 72%
variations in performan&é SMEs profitability can be explained by environmental factors
(economic facto(.(/&olitical factors (PF), technological factors (TF) and socio-economic
factors (SF). '@F—statistic (10.61) at P-value of 0.00 less than significant level 0.05 reveals that
the ovﬁ%%odel was statistically significant and the independent variables (EF, PF, TF and SF))

are good predictors of SMEs profitability in Oyo State.

It is deduced from findings that environmental factors have a significant impact on innovation in
the SMEs manufacturing sector in Oyo State based on the coefficient of determination (R-Square

= 0.625) which indicates that 63% variations in performance of SMEs innovation can be
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explained by environmental factors (economic factors (EF), political factors (PF), technological
factors (TF) and socio-economic factors (SF)). Similarly, the F-statistic (1.988) at P-value of
0.06 less than significant level 0.05 reveals that the overall model was statistically significant and

the independent variables (economic factors, political factors, technological factors and socio-

5\

From the findings, it is observed that environmental factors do have a signifi fluence on

economic factors) are good predictors of SMEs innovation in Oyo State

sales revenue in the SMEs manufacturing sector in Oyo State as the coe&ieﬁ&&f determination
(R-Square = 0.824) reveals that 82% variations in sales revenue o can be explained by
environmental factors (economic factors, political factors, @no ogical factors and socio-

economic factors). The F-statistic (1.926) at P-value of 0. less than significant level 0.05

implies that the SMEs sales revenue is stronglb%\%oed by the independent variables

(economic factors, political factors, technolo@ors and socio-economic factors).

The findings revealed that environ}%@ factors have significantly impacted employee
satisfaction in the SMEs r.nakl@‘guring sector in Oyo State given the coefficient of
determination (R-Square O@ indicating that 52% variations in employee satisfaction of
SMEs in Oyo Sta‘te &be explained by environmental factors (economic factors, political
factors, techn lo&a}factors and socio-economic factors). Also, the F-statistic (1.585) at P-value
of 0.008 l%§an significant level 0.05 implies that the independent variables are good

Q

predictorsof employee satisfaction in SMEs in Oyo State.

In this study, the managerial skills have been observed to moderately affect SMEs performance
in the manufacturing sectors in Oyo State due to the coefficient of determination (R-Square
=0.78). This value indicates that 78% variations in SMEs performance in Oyo State can be

explained by managerial skills (Planning, Organizing, Leading and Controlling). Also, the F-
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statistic (0.637) at P-value of 0.036 less than significant level 0.05 reveals that the overall model
was statistically significant and the independent variables (Planning, Organizing, Leading and

Controlling) are good predictors of SMEs performance in Oyo State.
5.2 Conclusion

The study investigated the effect of business environmental factors and managerialyskills on
performance of small and medium scale enterprises in Oyo State, Nigeria. Fi f the study
showed that environmental factors have significantly impacted the per@ance of SMEs. The
study revealed that environmental factors such as economic factor@ 1 factor, technological
factor and socio-economic factor have influenced profitabi f SMEs in Oyo State. The
findings also deduced that the innovation of SMEs in % ate is enhanced by environmental
factors such as economic factor, political factor, tef@gical facto and socio-economic factor.
It is deduced that the sales revenue of the SY@H Oyo State is impacted by economic factor,
political factor, technological facto aﬁ@o-economic factor. It is also concluded that the
environmental factors (economi&@c, political factor, technological facto and socio-economic
factor) have significantly @ed employee satisfaction in SMEs in Oyo State. Also, the
managerial skills hfweﬁn concluded to significantly impact SMEs performance in Oyo State.

The findings of t@dy is a clear evidence that business environmental factors and managerial
skills are k tors in determining performance of small and medium scale in Nigeria. As a
result,}?vwing the best environmental factor and managerial skills impacting the performance
of SMEs in Oyo state, it is important for owners and managers of SMEs to be able to pay more
attention on these environmental factors and improve their managerial skills in other to perform

excellently and efficiently. On the basis of the findings, the study therefore concluded that
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environmental factors and managerial skills have impact on performance of SMEs in Oyo state,

Nigeria.

5.3 Recommendations

In line with the findings from this study, the following recommendations are suggesti

i.  Putting the impact of economic factors on performance of SMEs 1n®a State into
consideration, SMEs owners in the state should try to periodically revie&&n’g strategies and
also focus on cost management to be able to stay competitive whi@ng costs, especially if

inflation or material costs rise in the country. 0

ii. The Oyo State government should implement@&mic laws that control SMEs
competitiveness. The government should also inves\é‘rgmany taxes imposed on SMEs, as these
always discourage many individuals from staﬁ;\\@heir own enterprises.

iii.  Based on the significant impact 5@0211 factors on performance of SMEs in Oyo State,
the SMEs owners are advise.d t&@ays stay informed on government regulations and also

prepare for trade policy s '@at may result from frequent change in political system in the

state and the country@ge.

iv. Conside% effect of technology on SMEs performance in Oyo State, owners of SMEs
in the St %uld try to leverage digital marketing by ensuring online presence through social
media, email marketing, and search engine optimization. Also, they should try expanding into E-

commerce and mobile accessibility as this will enable them to reach broader customer base.
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v. SMEs owners and managers in Oyo State are advised to try to understand the customers
demographic and also engage in Community-Building by collaborating with other SMEs,

supporting community development events.

vi. The government of Oyo State should control business operations in order to identify and
eliminate any factors that hinder new ventures and hinder the ongoing establishm%uwival,

and expansion of small enterprises inside the state. 02

vii. Managers of SMEs that are operating in Oyo State should try to stawgddte on how

consumer behavior and income trends change will impact their ope@

viii. SMEs' owners and managers in Oyo State are advised ttp their ability to adjust to
S

and deal with technological advancements to stay in busi@,

O

ix. SMESs' owners and managers should be skill oordinating their operational plans with
the reality of the current market and the envi @nt. This necessitates a frequent updating and

modification of tactics. .’\\'
&

x. The owners and managerE@MEs should work to enhance their managerial skills, as this

will have a direct impact@w well their small-and medium-sized businesses are managed.

xi. Small and @zed business owners should recruit professionals in their industry so

that their stq@‘mbers can learn from them and develop more transferable managerial abilities,

as this\&lhance their output.

5.4 Contribution to Knowledge

160



1 Conceptually, this study expands in existence literature as it enhances knowledge of

environmental factors and managerial skills with their respective indicators/variables
such as economic, political, technological, socio cultural, planning, and controlling and
decision making by linking them with performance of small and medium enterprises

(SMEs).

ii. Conceptual model developed for this study was adapted but modiﬁ@combining
managerial skills factors with environmental factors by means to rega)performance of
small and medium enterprises in manufacturing sectors in O %i e, Nigeria. This model

being propounded by the researcher could be useful for@e study by future researcher.

iil. Empirically, the study contributed to the literat§96xpanding the understanding of
how the dimension of environmental factors and gerial skills predicts the performance of

small and medium enterprises (ST@ in manufacturing sectors to achieve the
profitability, innovation, and sales rex’z%s small and medium enterprises (SMEs) in order to

be effective and efficient in @roductions and activities.

5.5 Study’s limit(@d Areas for Furthers Research
1 This s@ was limited to Small and Medium Scale Enterprises in Oyo State, Nigeria.

This @ Eave effect on the results of the study in terms of representativeness of the numbers

of entire Small and Medium Enterprises in Nigeria.

i The determination of sample size for this study was arrived at by using Taro Yemane
formula. Then, adoption of other formula by future researcher could offer different

sample size which can be useful for business enterprises.
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il

This study adopts descriptive research design and gathered relevant data through

structural questionnaire. Therefore, future researcher could use other means to ratify the

relationship  that was identified in this study.

v

which

vi

Vil

viii

for

The content scope was limited to investigate the environmental factors, managerial skills
and performance of small and medium enterprises in the manufacturin%:tors by
providing moderating variable which is managerial skills and for ot@o variables
are Environmental factors (independent variable) and performanQ&MEs (dependent

variable). Future studies can consider other component@easures of mediating

variable. Q

Structural questionnaire were used as quantig@e instruments for data collection.

Therefore, other instrument could be used b e researcher for further studies.

The study could be replicated in oth }c;ors of the economy other than the SMEs sector.
Geographical scope of this s‘&ﬁg\was restricted to three geopolitical zones in Oyo State
which are Oyo North, bg&entral and Oyo South in Oyo State, Nigeria. The study could

be replicated in ot\éeopolitical zones in Nigeria for further study by future researcher.

.
The stud@ed on only four dimensions of external environmental factors (economic,
politi ocio-cultural and technological factors) and managerial skills (planning,

\(gﬁizing, leading and controlling) that affect performance of SMEs. Future researcher
could focus on other dimensions of internal environmental factors and motivating skills

further study.
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>\
S
Appendix 6\

Questionnaire %

Department of Management and Accounting, Q

Lead University, Ibadan, Oyo State,
Nigeria. @
QA

>

I am Adesola Oladeji, a Post .r®te student of Lead City University; I am conducting a study

Faculty of Management and Social Sciences, &Q

Dear Respondent,

title “Environmental F@s, Managerial Skills and Performance of Small and Medium
Enterprises (SN@ the selected LGA in Oyo State, Nigeria”. I would like to request for
your consent @mplete this academic administer questionnaire.

Be as%@hat every information given will be treated with utmost confidentiality.

Thank you for your consent.

Yours faithfully,

Oladeji, Adesola Alaba

Reseacher
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R

O
,\(/

INSTRUCTION: Please tick, in the appropriate space for your@er, Endeavour to give
your view where needed. Q

SECTION A: Socio Demographic characteristics of Respo@f

1. Gender: Male ( ), Female () 6’§
G

2. Marital Status: Married (), Single () ) Separated

3. Age: Below 30 years (), 30-35( %1 (),42-47( ),48-53( ), 54 and above ( )

4. Educational background: SSCE/G@ ), OND/NCE (), HND/BSC (), MSc/MBA ( ),

PhD ( ) Q

5. Year of Experience: 1-5&% ), 6-10years (), 11- 15 Years (), 19—20 Years ( ),
and above 20 Years ()

6. WorkingCapi{%Lo N100, 000 (), N100, 000 - N400, 000 (), Nlm - NSm ( ).

Data relati@(esearch questions and formulated Hypotheses
usiness Environmental Factors

SECTQ{@
Please tick the option by indicating [V] in line with your opinion: Strongly Agreed = SA, Agreed
= A, Undecided = U, Disagreed = D and Strongly Disagreed = SD

Perception of respondents on the influence of economic factors on small and medium
business enterprises in Oyo state

Items on economic factors Responses (Options)
SA | A|U|[D | SD
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I consider interest rate as one of the major factors in
my environment

Operating cost is increasing constantly

I am always aware of how the amount of demand for
goods and services is affected by the exchange rate

Raw material prices are always changing

Based on exchange rates, I often adjust the price of
my products

)

N\

Perception of respondents on the influence of political

business enterprises in Oyo state

(_,\)

S

-

@0 on small and medium

Q

Items on political factors

A\ \(esponses (Options)

2y

A

U

D

SD

I always consider government policies to take bet %
decisions for the firm’s progress N

}V

[ try to constantly assess each of politicaNissles

closely to be able to smoothly run usiness
YR °

activities

AN
I always stay up-to-date to know th@licaﬁon of
taxes for some companies RO

I am aware that political forée&?e the power to
alter corporate operation\\s

[ always try to deal with the local and international

outcomes of politjc'&\
N

Perception@tpondents on the influence of technological factors on small and medium

business rises in Oyo state
s @bfbrises i Oy

v Items on technological factors

Responses (Options)

SA

A

U

D

SD

I ensure the security and protection of its technological

infrastructure and data

I assess the return on investment for adopting new

technology

I strategize for integrating technology into its long-term

business growth and sustainability
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I update with the latest technological advancements and
trends relevant to industry

I approach training and up skilling employees to adopt
to new technology

Perception of respondents on the influence of socio-cultural fﬁ% on small and medium
sbusiness enterprises in Oyo state

Items on socio-cultural factors \) Responses (Options)
AN SA A |U | D SD

I allow employees time for religious activities ?\0

I give priorities to employees durin Wus

celebrations {\6

I make it mandatory for employees to comg to*work on

public holidays :\

I encourage employees to impr&'é‘)ﬂleir level of

education \

I employ individuals with the ;\a@cﬁltural background

"\
SECTION C: SME iness Performance
Please tick the o@o; y indicating [V]:in line with your opinion Strongly Agreed = SA, Agreed
D

= A, Undecid isagreed = D and Strongly Disagreed = SD
@}s on business performance Responses (Options)
\/ SA A |U|D SD

I am able to make a normal profit at the end of the
year

I am able to achieve an expected level of sales
revenue annually

I am experiencing a remarkable market growth for
the business
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My customers are happy with my long term customer
relationship strategy

My customers are happy with the superior value of
my products/services relative to my competitors

S\
S

/\
O
Q
O

SECTION D: Managerial Skills Q

Please tick the option by indicating [V]:in line with Gb?ﬁnion: Strongly Agreed = SA, Agreed
= A, Undecided = U, Disagreed = D and Strongly eed = SD

Items on managerial skills \Q Responses (Options)
SA A |U D SD

I can readily monitor every ﬁnan(nt]‘3 1310n made to
make sure that spending doesn't go revenue

I am able to understand, lea \&ange and regulate the

behavior of the individuals\ar siness that I manage

I am able to motivate emb@és, resolve workplace issues,

and collaborate With th&s

The skills 1 poss% ke me view and operate with the
ma

organization nageable entity while effectively

linking to its unding

I can be @, prepare and structure work effectively in
ion

the organ
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