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Abstract 
The research study seeks to examine the impact of external business 

environment factors on performance of Small Enterprises in Bauchi 

Metropolis. The aim of the research is to examine the impact of macro-

environment factors, industry forces and competitors and market business 

environment forces on performance of Small scale businesses in Bauchi 

Metropolis. Related Literatures were reviewed. Data was collected by the 

use of questionnaires which was analyzed using Statistical Package for 

Social Sciences (SPSS). The results have  proved that there is a positive 

relationship between macro-environment factors (political, economic, 

technological and legal factors).Also, the results showed a positive 

relationship between industry forces (threat of entry, power of buyers, power 

of suppliers, threat of substitutes and competitive rivalry) on performance. 

In addition, the research results show that there is a moderate relationship 

between competitive and market environment factors (strategic group, 

market segment & strategic customers) on performance. It is therefore 

recommended that relevant governmental organizations should ensure 

political stability and continuity in government policies on economic matters 

that will improve the performance of small businesses and small scale 
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Introduction  
Small businesses are common in many 

countries, depending on the economic 

system in operation. Typical examples 

include: convenience stores, bakery 

shops, hairdressing stores, petty trade 

stores, consultancies, fashion 

designing shops, photography stores, 

etc. Small business can provide the 

economy with efficiency, innovation, 

competition and job growth. 

Entrepreneurs are responsible for the 

promotion of small businesses and 

cause economic development as they 

infuse dynamism in economic activity 

within their territory, manage 

organizational and technical change, 

and also promote the innovation and 

learning culture on such environment. 

Small businesses contribute highly to 

the country’s economy and gross 

domestic product (GDP) by reducing 

unemployment, poverty levels and 

promotion of entrepreneurial activity. 

The roles of small businesses in the 

development of the economy are 

significant in Nigeria and across the 

globe despite the importance, 

significance and contribution of small 

businesses to economic growth; they 

still encounter many challenges which 

hinder its growth. Besides assisting in 

curbing the high level of 

unemployment, small businesses can 

be used as a means of transforming the 

country, by redistributing the 

productive assets, amongst the 

previously disadvantaged in the 

society. 

In management, the term 

“Environment” does not necessarily 

mean physical surroundings but, it is 

used to describe the total forces, 

factors and influences that surround 

and affect business organizations as a 

separate entity as well as other 

business organizations. This means 

that business organizations must 

interact with those forces that 

businesses should be customers oriented by adopting consumer relationship 

practices and offer Incentives in form of loyalty bonuses to its prospective 

consumers as a way of creating awareness and value of their products in the 

distinct mind of the customer so they can mitigate threat of substitute and 

competitive rivalry 

 

Keywords: Environmental, Factors, Impact, Performance and Small 

Businesses. 
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influence its decisions, directions, 

actions, size, health, profitability and 

performance of the organization as a whole. 

The failure rate of small businesses is high throughout the world with the 

situation being no different in Nigeria. In Nigeria, failure of small businesses 

may be attributed to many factors and entrepreneurial culture. Given the state 

of small businesses in Nigeria, there is need to establish the hindering factors in 

order to improve/enhance small business in performance Nigeria.  

 

Objective of the Study 

The broad purpose of this study is to assess the impact of business 

environmental factors on Small Enterprises in Bauchi Metropolis. The specific 

purposes are as follows: 

1. To examine the impact of business environmental factors on the 

performance of Small businesses in Bauchi Metropolis. 

2. To determine the impact of industrial forces on performance of Small 

businesses in Bauchi Metropolis.  

3. To evaluate the impact of competitive environment factors on the 

performance of Small businesses Bauchi Metropolis. 

4. To evaluate business environment in order to ascertain the type of 

environment suitable for growth and development of small business in 

Bauchi metropolis. 

 

Research Questions 

To find out the effect of business environment elements on the execution of 

Small businesses in Bauchi Metropolis, the following exploration inquiries will 

be investigated: 

1. What is the impact of environmental factors on performance of Small 

businesses in Bauchi Metropolis? 

2. What is the impact of industrial forces of business environment on 

performance of Small businesses in Bauchi Metropolis? 

3. What is the impact of competitors and market business environmental 

forces on the performance Small businesses in Bauchi Metropolis? 

4. What type of environment is suitable for growth and development of 

small business in Bauchi Metropolis? 

 

Literature Review 



153   africanscholarpublications@gmail.com                                                                              
 2020 

  

Businesses do not operate in a vacuum; they operate in an environment, 

including what makes it up. Understanding the environment within which the 

business has to operate is very important for running a business unit 

successfully at any place. Because, the environmental factors influence almost 

every aspect of business, be it its nature, its location, the prices of products, the 

distribution system, or the personnel policies. Hence it is important to learn 

about the various components of the business environment, which consists of 

the economic aspect, the socio-cultural aspects, the political framework, the 

legal aspects and the technological aspects etc. As a concept, business 

environment is regarded to be a complex and important consequent, the concept 

has been addressed in a number of ways by different scholars. For example Ola 

(1993) seems to believe that business environment is phenomenon that is too 

complex and too varied to be captured by any one definition. 

The important of business environment has been attested to by numerous 

scholars such as Oyebanji (1994), Lawal (1993) and Aldrich (1979). All these 

scholars have discussed extensively that business environment is an important 

process to influence on a group in particular situation and to motivate others to 

goals achievement. Environment in management does not mean the surrounding 

but it covers the factors of forces that affect business effectiveness in the process 

of producing an intending result. 

Ola (1993) classified Nigerian business environment as the Nigerian economy 

since the businesses are established and managed within an economy. He was 

of the opinion that the state of affairs has a significant on the business within 

that economy. Oyebanji (1994) further testified that Nigerian business 

environment has witnessed a total change, which started from the oil boom era 

in 1960s austerity measure in the early 70’s and structural adjustment program 

in the 80s. 

Aldrich (1979) said the environment was made up of stable and unstable 

homogenous, heterogeneous, rich and poor, complex and simple, unpredictable 

variables. He further stressed that business environmental factors change along 

with factors of production and environmental influences may be stable over a 

certain period of time. 

 

Methodology  

The primary records used for this study were responses generated from 

respondents through designing of questionnaires.  The questionnaires were 
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distributed to owners, executive managers, managers and employees of selected 

Small Scale Businesses in Bauchi Metropolis. The research did pilot-test on the 

questionnaire and sought for expert advice and few corrections were made on 

the questionnaires. The corrected versions of the questionnaires were 

distributed to the field of the research. For the purpose of this study, the 

researcher used secondary data from National Board for Small Scale Industries 

(NBSSI), Intermediate Technology Transfer Unit (ITTU) and other official 

documents such as journals, books, handouts and websites. 

 

Data Presentation and Analysis 

The study discusses demography of respondents, inspect the full scale of macro-

environmental factors on the performance, examine the effect of  industry 

environment forces on the performance and evaluate the effect of competitors 

and market environment factors on the performance of small scale businesses 

in Bauchi Metropolis. The study was carried out on a total of 130 respondents 

out of which 114 responses were received representing 87.7% response rate. 

Regression analysis was conducted to ascertain the contact of business 

environment forces on performance of Small businesses. The study utilized 5 

(five) Likert Scale running from 1 (strongly disagree) to 5 (strongly agree). The 

study further used 5 (five) Likert Scale responses to compute weighted average 

responses for each statement and decision rule was given for respondents‟ 

agreement or disagreement as shown in Table 1. 

 

Table 1. The Likert Scale (Source: Author’s own construction 2020) 

Responses Scoring Weighted 
Average Range 

Implications 

Strongly 
Disagree 

1 1.0-1.49 Respondent’s disagreement 
to a statement 

Disagree 2 1.50-2.49 Respondent’s disagreement 
to a statement 

Indifferent 3 2.50-3.49 Respondent’s disagreement 
to a statement 

Agree 4 3.50-4.49 Respondent’s agreement to a 
statement 

Strongly 
Agree 

5 4.50-5.50 Respondent’s agreement to a 
statement 
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Effects of Environmental Forces on the Performance of Small Business  

In assessing the effect of environmental factors on performance of small 

business, regression analysis was done. Political factors, economic factors, 

technological factors and legal factors were used as independent variables while 

performance was used as dependent variable. The tables below shows the output 

from the regression analysis conducted. 

 

Table 1.1 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .363(a) .512 .422 .322 

Source: Field survey 2020 

 

Table 1.2 

Model   Sum of 

Squares 

Df Mean 

Square 

F Sig. 

1 Regression 348.916 3 116.305 4.856 .000(a) 

   

Residual 

2634.500 110 23.950     

  Total 2983.416 113       

a) Predictors: (Constant), political factors, economic factors, technological 

factors, legal factors 

b) Dependent Variable: performance  

Source: Field survey 2020 

 

Table 1.3 

Model   Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

    B Std. 

Error 

Beta B Std. 

Error 

1 (Constant) 3.100 3.350   9.809 .000 

  Political factor 0.087 0.068 0.109 1.401 0.157 

  Economic 

factors 

-0.020 0.078 -0.027 0.276 0.865 
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  Technological 

factor 

-0.089 0.065 -0.165 1.336 0.189 

  Legal factors 0.250 0.081 0.208 2.370 0.022 

Source: Field survey 2020 

The R2 rate indicates that 51.2% (.512) of performance could be explained by 

the use of macro-environment external business factors. ANOVA results shows 

that, the combined effect of the independent variables (political factors, 

economic factors, technological factors and legal factors) on the dependent 

variable (performance) was statistically significant and the model is fit 

(F=4.856; p=.00). This confirms to some extent the assertion made by Itani 

O'Connel Mason, 2014 cited in (Litavniece & Znotiņa 2015) that the macro 

external business environmental factors in which a firm operates influences its 

performance and the amounts of that influence depend on the type of 

organization’s performance indicators depending on the macro external 

business factors. 

The results show a positive relationship between political factors and 

performance with a coefficient value of 0.087.  Intensity of political factors will 

result in increased performance, all things being equal if the other independent 

variables (economic factors, technological factors and legal factors) are held 

constant.  

The regression output shows that, economic factors have an inverse relationship 

on performance with a coefficient value of -.020. An increase in economic 

factors will result in a fall in performance all things being equal if the other 

independent variables (political factors, technological factors and legal factors) 

are held constant. 

Technological factors also have an inverse relationship on performance 

recording a coefficient value of -.089. An increase in technological activities 

will result in a fall in performance all things being equal if the other independent 

variables (economic factors, political factors and legal factors) are held 

constant.  

Legal factors as far as macro environment external business factors are 

concerned have a positive effect on performance with a coefficient value of 0. 

250. Strict adherence to legal factors will result in increased performance all 

things being equal if the other independent variables (economic factors, 

technological factors and political   factors) are held constant. 
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 In comparing the contribution of economic factors, technological factors, legal 

and political factors on performance, the beta values were used ignoring the 

negative sign.  Economic factors, technological factors, legal and political 

factors   have beta values of 0.109, 0.027, 0.165 and 0.208 respectively. In this 

sense, the largest beta value is 0.208, thus legal environment meaning that, this 

variable makes the strongest contribution to explaining performance of 

pharmaceutical business. 

 

Effect of Industry Forces on performance  

In evaluating the effect of industry environment forces on performance, 

regression analysis was done. Threats of entry, power of buyers, power of 

suppliers, threats of substitutes and competitive rivalry were used as 

independent variables while performance was used as dependent variable. Table 

below shows the output from the regression analysis conducted. 

 

Table 1.4 

Model R R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .362(a) .111 .110 .685 

Source: Field survey 2020 

 

Table 1.5 

Model   Sum of 

Squares 

Df Mean 

Square 

F Sig. 

1 Regression 494.044 4 123.511 6.318 .000(a) 

   

Residual 

2130.732 109 19.548     

  Total 2624.776 113       

Source: Field survey 2020 

 

Table 1.6 

Model   Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

    B Std. 

Error 

Beta B Std. 

Error 
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1 (Constant) 2.102 3.000   7.111 .000 

  Threats of 

entry 

0.044 .081 .046 .632 .557 

  Competitive 

rivalry 

0.150 .065 .117 2.250 .833 

  Power of 

buyers 

0.158 .067 .199 -.875 .029 

  Power of 

suppliers 

Threat of 

substitutes 

-0.072 

0.161 

.085 

.088 

-.200 

.201 

1.932 

1.590 

.375 

.202 

Source: Field survey 2020 

 

From the regression results, it can be seen that there is a moderate relationship 

between industry environment forces and performance with a R value of .362. 

The R2 value indicates that 11.1% (.111) of performance could be explained 

using industry environment forces. ANOVA results show that the combined 

effect of the independent variables (Threat of entry, power of buyers, power of 

suppliers, threat of substitutes and competitive rivalry) on the dependent 

variable (performance) was statistically significant and the model is fit 

(F=6.318; p=.000). 

The results show there is a positive relationship between threat of substitute and 

performance with a coefficient value of 0.044. An increase in threat of 

substitutes will result in increased performance all things being equal if the 

other independent variables (power of buyers, power of suppliers, threat of 

substitutes and competitive rivalry) are held constant. This confirmed to some 

extent the assertion that industry forces justify firm performance variations, 

(Dälken 2014).   

The regression output shows that, power of buyers has a positive impact on 

performance with a coefficient value of 0.158. An increase in power of buyers 

will result in increased performance all things being equal if the other 

independent variables (threat of entry, power of suppliers, threat of substitute 

and competitive rivalry) are held constant. Threat of substitutes and competitive 

rivalry among industry players has a positive impact on performance with 

coefficient values of 0.161 and 0.150 respectively.  An increase in substitute 
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and competitive rivalry activities will result in increased performance all things 

being equal. 

Powers of suppliers have an inverse relationship on performance recording a 

coefficient value of-0.072. An increase in activities of supplier’s power will 

result in a fall in performance all things being equal if the other independent 

variables (threat of entry, power of buyer, threat of substitute and competitive 

rivalry) are held constant. 

By comparing  the  input  on  threat of entry, power of buyers, power of 

suppliers, threat of substitute and competitive rivalry on performance, the beta 

values are used ignoring the negative sign. Threat of entry, power of buyers, 

power of suppliers, threat of substitute and competitive rivalry have beta values 

of .046, .199, .200, .201 and .117 respectively. In this case, the largest beta value 

is .201, thus threat of substitute meaning that, this variable makes the strongest 

contribution to explaining performance of small scale businesses in Bauchi 

Metropolis. 

 

Effect of Competitive Environment Factors on performance 

In examining the effect of competitive environment factors on performance, 

regression analysis was done. Strategic group, market segment and strategic 

customers were used as independent variables while performance was used as 

dependent variable. Below are the outputs from the regression analysis 

conducted. 

 

Table 1.7 

Model   Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

    B Std. Error Beta B Std. 

Error 

1 (Constant) 1.977 .261   7.812 .000 

  Strategic 

group 

0.310 .077 .418 4.099 .000 

  Market 

segment 

0.037      .059  .049 .597 .501 

  Strategic 

customer 

0.065     .068 -.065 1.114 .434 

Source: Field survey 2020 
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From the regression output, the result shows that there is a modest correlation 

among competitive environment factors and performance with R value of .407. 

The R2 value of 0.252 predicts that 25.2% of performance could be explained 

by using competitive environment factors. ANOVA results show that, the 

combined effect of the independent variables (Strategic group, market segment 

and strategic customers) on the dependent variable (performance) was 

statistically significant and the model is fit (F=10.877; p=.00). 

The results show a positive relationship between strategic group and 

performance with a coefficient value of 0.310. An increase in strategic group 

will result in increased performance supposing all things are equal if the other 

independent variables (market segment and strategic customers) are held 

constant. The regression output shows that, market segment has a positive 

impact on performance with a coefficient value of 0.065. An increase in market 

segment will result in increased performance all things being equal if the other 

independent variables (strategic group and strategic customers) are held 

constant. Strategic customers also have a positive relationship on performance 

recording a coefficient value of .065.  An increase in strategic customers will 

result in increased performance when all things are equal and other independent 

variables (market segment and market segment) are held constant. 

By comparing the input of (Strategic group, market segment and strategic 

customers on performance, the beta values are used ignoring the negative sign. 

Strategic group, market segment and strategic customers have beta values of .4 

18, .049and .065 respectively. In this sense, the highest beta value is .418, thus 

strategic group meaning that, this variable makes the highest impact on 

performance of small scale businesses. 

 

Discussion of Findings 

Based on the analysis given above, the summary of the findings are stated as 

follows; 

It was discovered that all factors of the macro business environment have 

relationship with the performance of small businesses with political and legal 

factors affecting the performance of small businesses positively while economic 

and technological factors affecting the performance of small businesses 

inversely.  
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It was revealed from the findings that there is a relationship between industrial 

forces and performance of small business. It was also shown that while threat 

of entry, power of buyers, threat of substitutes and competitive rivalry affected 

the performance of small businesses positively, power of suppliers had an 

inverse relationship with the performance of small businesses in Bauchi 

metropolis. The study showed a significant relationship between the 

competitive environmental factors and the performance of small businesses. 

This means that an increase in any of the factors of the competitive environment 

(strategic group, market segment and strategic customers) will lead to an 

increase in the performance of small scale business in Bauchi metropolis. 

In examining business environment in order to ascertain the type of business 

environment that is suitable for the development of small businesses in Bauchi 

metropolis, the study showed that the competitive environment is most suitable 

for the growth of small scale businesses in Bauchi metropolis because of all the 

types of environment the competitive environment is the only environment 

which all its factors have a positive relationship with the performance of small 

scale businesses in Bauchi metropolis. 

 

Conclusion 

The small scale businesses have undergone rapid changes that are engineered 

by keen environmental forces and competition among entrepreneurs in the 

sector.  Findings revealed that, one vital uncontrollable factor that firms in the 

industry has to adapt or lobby is the macro-business environmental factors 

which include political factors, economic factors, technological factors and 

legal factors so as to improve performance. Competitive environment factors in 

a form of strategic group, market segment and strategic customers pose a 

challenge to entrepreneurs as they have to adopt strategies so as to increase 

performance. Industry environment forces such as threat of entry, power of 

buyers, power of suppliers, threat of substitute and competitive rivalry are 

another critical factor that firms in the small businesses try very hard to fight so 

as to increase their market share and profitability.  There is therefore the need 

for small scale businesses to critically adopt efficient and resilient approach 

towards their line of operation as far as findings have revealed the impact these 

factors will have on their performance. 

 

Recommendations 
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The following are therefore recommended based on the findings of the study: 

1. Strict adherence to the legal regulations should be taken seriously by 

entrepreneurs of small scale businesses while monitoring their 

investment in technology as it could lead to additional cost to the 

organization. 

2. Relevant governmental organizations should ensure political stability 

and continuity in government policies on economic matters that will 

improve the performance of small businesses.  

3. Small scale businesses should be customers oriented by adopting 

consumer relationship practices and offer Incentives in form of loyalty 

bonuses to its prospective consumers as a way of creating awareness and 

value of their products in the distinct mind of the customer so they can 

mitigate threat of substitute and competitive rivalry. 

4. Relevant stakeholders should promote healthy competition in the 

industry in order for the small businesses to gear up the standard of their 

products and improve their performance. 

5. Owners of small business should carry out analysis to identify viable 

niche within the different segments of the market which will provide and 

improve their competitive advantage in the industry.  
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