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ABSTRACT 

 The st udy i dentified t he pr obl e ms peculiar t o s mall scal e ent erprises wit hi n the st udy area, 

det er mi ned t he effect of government policy on small scale operati on.it also exa mi ned t he i mpact 

of soci o-cult ural fact ors on SSEs.  These were with a view t o exa mi ni ng the effect of all t hese 

pr obl e ms on t he perfor mance of Small Scal e Ent erprises i n Osun Stat e.  

Bot h pri mar y and secondary dat a were e mpl oyed for t he st udy.  Pri mar y data was obt ai ned 

from s mall scale ent erprise operat ors i n Ife Central, Ol orunda and Ede Sout h. Each of t his l ocal 

government were sel ected t o represent Osun East, Osun Central and Osun West respecti vel y 

through si mpl e random sa mpli ng techni que. A pilot survey reveal ed t hat there were 1, 190, 1152, 

and 694 tail ors; 10, 9, 3 pure wat er producer; 11, 17, and 3 bakeries; 14, 16 and 4 bl ock i ndustries 

in t he respecti ve local government. A t otal of 10% of respondents i n each of the respecti ve l ocal 

governments were selected maki ng a t otal of 390 questi onnaires admi nistered. In-dept h i nt ervi ews 

were also conduct ed on two of each different s mal l scal e operat ors. Secondary dat a were obt ai ned 

from archi val search which consist of j ournals, articl es magazi nes, books, the i nt ernets and speci al 

publicati on on probl e ms of SSEs. Dat a from questi onnaire were anal yzed usi ng descri pti ve 

(frequenci es and percent ages) and i nferential statistics (chi-square) t o obt ai n results. Dat a obt ai ned 

from t he int ervi ews were subject ed t o cont ent analysis.  

Results i ndicat ed t hat poor fi nanci ng affects t he gr owt h of SSEs 93. 04 percent; it also 

reveal ed t hat i nadequat e infrastruct ures such as poor road and lack of good el ectricit y constit ut ed 

anot her maj or probl e m affecti ng SSEs 51. 53 percent and 51. 02 percent respecti vel y. The st udy 

furt her showed t hat i nsecurity affected t he growt h of SSEs (62. 31 percent). Also, gover nment 
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policies, especi all y i mportation of forei gn goods infl uence t he growt h of SSEs percent (69. 21 %).  

It was also found t hat taxati on does not have negati ve effect on SSEs i n study area and 76. 41 

percent of t he respondents affir med t hat taxati on does not affect the m. And soci o-cult ural fact ors 

such as ti me spent i n place of worshi p, money spent on cere moni es were maj or challenges 

confronti ng SSEs i n Osun St at e. Furt her more, 70. 28 percent and 71. 32 percent of respondent s 

went t o place of worshi p often and spent on cere moni es respecti vel y. Results furt her showed t hat 

poor fi nanci ng si gnificantly affects t he growt h of SSEs, (χ² = 25. 5363,  p<0. 05), it also reveal ed 

that inadequat e i nfrastruct ures such as poor road and lack of good el ectricit y si gnificantl y 

constit uted anot her maj or probl e m t o SSEs (χ² = 17. 8368, p<0. 05) and (χ² = 32. 0716,  p<0. 05) 

respecti vel y. However t he st udy furt her showed that i nsecurity si gnificantly affected SSEs (χ ² 

=67. 0757,  p<0. 05) whi le government policies, especi all y i mport ation of forei gn goods 

si gnificantl y i nfl uence t he growt h of SSEs (χ² = 53. 7631,  p<0. 05). It was also found t hat t here is 

no relati onshi p bet ween SSEs and taxati on i n t he st udy area (χ² = 4. 3982,  p>0. 05). And some 

soci o-cult ural fact ors (time spent i n pl ace of worshi p, money spent on cere moni es) were maj or 

challenges confronti ng SSEs i n Osun Stat e. (χ² = 23. 5214,  p<0. 05).  

The st udy concl uded t hat Small Scal e Ent erprises are faci ng array of probl e ms such as 

soci al infrastruct ures, insecurit y, lack of modern technol ogy, hi gh cost of mai nt ai ni ng machi ne, 

government policies and soci o-cult ural fact ors. Al l t his probl e ms have adverse effect on t he 

perfor mance of s mall scale ent erprises i n Osun St ate. 
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CHAPTER ONE 

I NTRODUCTI ON 

1. 1 Background to the study 

The growt h of any econo my (eit her i ndustrialized or non-i ndustrialized) depends largel y 

on t he organi zati on of small scal e i ndustries. Evidences from devel oped countries suggest t hat 

s mall scale ent erprises (SSEs) are used as cat alyst for controlli ng t he econo my. The Ni geri an 

experience i ndi cat es t hat s mall scal e ent erprises are t oo stagnant and less advent urous. However, 

s mall scal e ent erprises are t he common for m of busi ness peculiar t o developi ng soci eties. They 

vary from s mall scal e to medi um and large scal e. These for ms of business vent ures can be 

managed by i ndi vi duals, gr oup of peopl e or associati on, fir ms, i ndustries and government wit h t he 

ai m of i ncreasi ng out put and maxi mi zi ng profits. Schol ars have i ndi cat ed t hat SSE is a risky 

vent ure and t he chances of survi val is sli m especiall y i n t he first fi ve years ( Onwubi ko, 2011). 

Evi dences abound on t he role of SSEs i n econo mi c growt h and devel opment  of econo mi es 

such as USA, Britai n, Japan and Canada. Ot her econo mi es percei ve SSEs as a t ool for overcomi ng 

nati on’s econo mi c proble ms. Wolfenson (2005) posited t hat SSEs are t he engi ne of econo mi c 

gr owt h and wheel t hat dri ves t he vehi cle of econo mi c devel opment t hrough t he job creati on, 

revenue generati on, povert y allevi ation and wealth creati on as well as pr ovi di ng a source of 

liveli hood for maj orit y of low i ncome househol d. Onwubi ko (2011) stated that, the potentials of 

SSEs have encouraged t he Ni gerian governments at vari ous levels (l ocal, stat e and federal levels) 

to focus on t he devel opment of Small Scal e Ent erprises.  

 However, despite t he government’s varyi ng policies t o enhance t he capacity of s mall scal e 

ent erprises, s mall scal e ent erprises have fallen short of expectati ons. This has generated seri ous 

concerns and doubts as to whet her SSEs can bri ng about econo mi c gr owt h and sustai nabilit y. 



 

 © Obaf e mi Awol owo Uni versity, Il e-Ife, Ni geri a   
 For mor e i nf or mati on contact ir- hel p@oauife. edu. ng   Page 2 
 

 The concern is even mor e dist urbi ng when compari ng SSEs i n Ni geria wit h ot her 

countries where SSEs have pl ayed a vital role i n their economi c transfor mati on ( Kayode, 2001). 

In Ni geria, s mall scal e ent erprises have perfor med bel ow expect ation. This l ow perfor mance has 

furt her exacerbat ed poverty, hunger, une mpl oyment and l ow standard of livi ng of peopl e it has 

caused tre mendous havoc on our soci et y because peopl e will fi nd alternative means of li veli hood 

whi ch coul d i ncl ude crimi nal acti vities. The challenge of addressi ng t he probl e m of hunger, 

povert y and une mpl oy ment is even more dist urbing when consi deri ng t he act ualizati on of t he 

vi si on 2020 goals by t he Ni gerian government. The target of any country wi th such visi on is t o be 

count ed a mong t he top 20 devel oped econo mi es in t he worl d by 2020.  However, Ihua (2009) has 

decl ared t hat if Ni geria is to accomplish this target, core issues such as hunger, povert y and 

une mpl oy ment must be addressed and t hese can onl y be sol ved if the proble ms of SSEs are cl earl y 

tackl ed.  

Schol ars such as Hassan (2003) and Ol aji de (2012) have i ndi cat ed t hat starting a busi ness 

is a risky vent ure and t hat the chances of busi ness owners maki ng it in t he first fi ve years are very 

sli m because of array of proble ms t hey are faci ng (On wubi ko, 2011). Many indi genous enterprises 

have collapsed due t o lack of fi nance, inconsistent government policies, soci o-cult ural fact ors, 

inadequat e i nfrastruct ure, and i nsecurity, lack of hel pi ng hands (apprentices) and lack of 

infor mati on. Nevert hel ess, the i nfl uence of busi ness associ ations shoul d not be negl ect ed as t his 

mi ght be causi ng probl ems for busi ness operat ors wit hi n the cont ext (Muritala, Awol aj a, and 

Bako, 2012). 

Meanwhil e all busi nesses functi on wit hi n a specific soci o-cult ural cont ext, and all s mall 

scal e operat ors have t o devel op an understandi ng of t heir soci o-cult ural setti ngs i n order t o 

perfor m effecti vel y. Soci o-cult ural probl e ms have been causi ng anxi ety a mong s mall scal e 

busi nesses t hat have t heir root wit hi n the cont ext. As a result Ovi awe ( 2010) i dentified educati on, 
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reli gi on, cult ure and social rol es as issues t hat can hi nder t he pr ogress of small scale ent erprises. 

In some cases, hi gh i ncidence of government regul at ory agenci es, taxes and levi es by different 

levels of government have resulted i nt o hi gh cost of runni ng s mall scal e ent erprises and s mall 

scal e operat ors are not moti vat ed by t hese fact ors. As Porter (2009) posited, these will enabl e 

s mall scale operat ors t o rel ocat e t o an environment t hat is conduci ve for their busi ness and will 

have adverse  effects on gr oss domestic product. Therefore i n ot her t o l ook i nt o all this probl e ms, 

each state i n Ni geria has t o play their roles for the devel opment of Ni gerian econo my. Osoba 

(2010) noted t hat SSEs are peculiar t o peopl e i n sout h west Ni geria especi ally peopl e resi de i n 

Lagos, Ogun, Oyo and Osun St ates.  

 The peopl e of Osun Stat e are mostl y traders, artisans and far mers. The far mers produce food crops 

such as ya m, mai ze, cassava and cocoya m. The artisans make hand- woven textiles, tie and dye 

cl ot hes, leat her wor k, calabash carvi ng and mat- weavi ng. Over ti me t he federal government has 

indicat ed its presence in the state t hrough t he citing of t wo maj or i ndustries na mel y; t he St eel 

Rolli ng Mills and t he Ni gerian Machi ne Tools bot h in Osogbo. Ot her i ndustries i n t he stat e i ncl ude 

the Cocoa Products Industry at Ede and t he Supreme Oil Industry at Il esha. Ot her s mall industrial 

vent ures are spread all over t he St ate ( Oyel ol a, 2007). The endowment of Osun St at e i n t he area 

of busi ness is enor mous and presents an array of s mall scale i nvest ments such as: bakeries, 

hairdressi ng, hospitalit y busi nesses, tradi ng, photography,  
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