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Abstract 

The study examined the impact of socio-cultural business environment factors on the performance of small and 
medium-scale enterprises (SMEs) in the Ibadan metropolis. The paper sets out to weigh the influence of variables such 
as the family system, gender, level of income, education, and religion on the making of successful entrepreneurs. The 
study made use of the questionnaire, which was well structured and worded to elicit the desired responses from the 
respondents. This was administered to 300 respondents, although 275 copies of the questionnaire were properly filled 
out and returned. To analyze the collected data and determine the strength of the relationship between socio-cultural 
factors and entrepreneurial performance, the Multiple Regression statistical tool was used. Findings from the results 
(R2 = 0.845; F-value = 524.38, P > z| = 0.0001) revealed that socio-cultural business environment factors positively 
influence the performance of the selected enterprises. It is recommended that relevant authorities work on the socio-
economic sector of the economy so as to increase the capacity of potential entrepreneurs. An enabling environment 
should be created by the government to give businesses room to thrive, so as to increase the drive for entrepreneurship 
development. 

Keywords: Socio-cultural business environment factors; Performance; Small and medium scale Enterprises; 
Entrepreneurial; Entrepreneurship  

1. Introduction

The term "small and medium-scale enterprise" encompasses a broad spectrum of definitions. Different organizations 
and countries set their own guidelines for defining the concept, often based on headcount, sales, or assets. While Egypt 
defines SMEs as having more than 5 and fewer than 50 employees, Vietnam considers the concept to have between 10 
and 300 employees. The World Bank defines SMEs as enterprises with a maximum of 300 employees, $15 million in 
annual revenue, and $15 million in assets. The Inter-American Development Bank, meanwhile, describes SMEs as having 
a maximum of 100 employees and less than $3 million in revenue. The SME sector is the backbone of the economy in 
high-income countries, but is less developed in low-income countries. The Organization for Economic Co-operation and 
Development (OECD) reports that more than 95% of enterprises in the OECD area are SMEs. These enterprises account 
for almost 60% of private sector employment, make a large contribution to innovation, and support regional 
development and social cohesion. Also, in low-income countries, the SME sector makes a critical contribution to GDP 
and employment. 
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In Nigeria, small-scale businesses represent about 90% of the industrial sector in terms of the number of enterprises. 
They also account for 70% of national industrial employment if the threshold is set at 10–50 employees, contribute 10% 
of manufacturing output, and a meager 1% of gross domestic product (GDP) in 2010 (Ajayi, 2012). Similarly, they have 
also contributed significantly to economic development through employment, job creation, and sustainable livelihood 
(Nigeria Investment Promotion Commission, 2013). In spite of the major role, the significance, and the contributions of 
small-scale enterprises to the national economy, this set of enterprises is still battling with many problems and certain 
constraints that exist in promoting their development and growth. For instance, an International Labour Organization 
(ILO) study shows that insufficient entrepreneurial talent affects the development of small-scale manufacturing and 
processing industries. While large-scale industries are established with expatriate capital, small-scale industries need 
to have a domestic entrepreneurial and industrial base. Other problems that hinder the advancement of small-scale 
enterprises are the persistent low level of technology, the shortage of adequate entrepreneurial skills among operators, 
and the absence of an effective management technique. Discussion of a change in the level of technology and its impact 
on the Nigerian industries has focused on large firms (i.e., capital-intensive, high-technology sectors). The focus on this 
change in small-scale firms is relatively small. Small-scale enterprises tend to concentrate on traditional industries 
where low entry barriers, low minimum production scales, and a relatively large labor force are the potential 
advantages. However, the traditional industries have not been immune to the recent technological revolution taking 
place in the field (Adubifa, 1990). The geneuity of this claim calls for empirical investigation in the recent era of 
techpreneurship. 

The socio-economic status of the country has considerably affected the development and improvement of certain 
sectors. Recent times have witnessed a number of strategies and activities like sharply expanded programmes, 
techniques and innovations in agricultural programmes in Nigeria in order to address the deteriorating socio-economic 
situation. Universities, research institutes, and private-sector organizations are the most important institutions 
involved in technical entrepreneurship, which is one of the major sources of wealth, power, and employment generation 
in developed countries. Unfortunately, the absence of a viable industrial and private sector, the deficiencies of existing 
infrastructure and the dominance of foreign-based multinational companies tend to have a limiting effect on the 
capacity to create, foster and nurture indigenous enterprises in Nigeria. Identifying and supporting the activities of 
potential and existing entrepreneurs has become a major concern for an increasing number of governments in 
developed and developing countries. Public policies are designed in developing countries to increase the pool of 
entrepreneurs and to promote the formation of certain types of businesses at the micro and small-scale levels, which 
foster technological activities (Litvak, 2002). Most developing countries' governments, including Nigeria's, have been 
chastised for failing to pay enough attention to the need for faster economic growth and for failing to capitalize on their 
citizens' abilities for technological innovation and entrepreneurship (Anamekwe, 2001). 

1.1. Statement of the Problem 

It is a clear fact that many micro, small, and medium-scale enterprises are dying out owing to a lack of financial support 
from the government and other citizens. Evidence from the literature (Mils, 1990; World Bank, 2002; Udoviki, 2018; 
United Nations Industrial Development Organization, 2013) reveals that the major preoccupation of all developing 
countries these days is simply how to improve the social, economic, and political status of their people. This involves 
the improvement of the living standards of the mass of the low-income population and making the process self-
sustaining. Improving the living standards of people involves the setting of priorities in the mobilization and use of 
resources available. In some rural areas, the working and living conditions of women, for instance, have not been able 
to be ameliorated by many recent programmes designed to improve their economic status. Many scholars have pointed 
out the detrimental effects on women of technological and socio-economic changes in the process of development. There 
has not been enough consideration and enough provisions for some rural entrepreneurs in the development process. 
Many of these entrepreneurs are left out of the provisions of the government toward the advancement of their 
enterprises. The design and methods used by some studies, like Anyadike, Emeh, and Ukah (2012) and Arasti, Pasvishe, 
and Motavaseli (2012), vary greatly. The inconsistencies in the results of previous studies indicate a research gap that 
this study tends to examine. This study remains germane by examining the effects of socio-cultural business 
environment factors on entrepreneurial performance. In an attempt to achieve the aim of this study, the following 
questions were raised: 

 Is there any relationship between gender and entrepreneurial performance? 

 Does the income level of a SME operator influence entrepreneurial performance? 

 Is there any relationship between the level of education and entrepreneurial performance? 

 Did religious practice have any effect on entrepreneurial performance? 
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1.2. Research hypothesis 

Ho: Socio-cultural business environment factors does not have any significant effect on Entrepreneurial Performance 

2.  Theoretical Framework and Literature 

2.1. Theoretical Framework of the Study 

The construct of this study is embedded in the socio-cultural approach. This is based on the fact that the socio-cultural 
approach involves the total use of cultural influence to develop entrepreneurship. Value-based entrepreneurial culture 
refers to the sum total of dynamic and innovative ways and means in which entrepreneurs respond to changes in the 
environment. It further refers to the spirit of openness, conformity, trust, authenticity, proactively, creativity, 
innovation, collaboration, experimentation, and conformity. Without a doubt, experts and scholars in the field of 
entrepreneurship development have emphasized the importance of socio-cultural factors in people's environments and 
backgrounds in the development of entrepreneurship and business performance (Rajesh, 2006).Gibb (1987), in 
consonance with this, suggested that entrepreneurial culture, which is a product of culture, is the set of values, attitudes, 
and beliefs that support the exercise in the community of independent entrepreneurial behavior in a business context. 
These values form an entrepreneurial and corporate culture where entrepreneurs work effectively and efficiently in 
order to contribute to economic development. The socio-cultural components of the general environment include 
demographic factors, general behaviour, attitudes, and beliefs of the people in that society. This therefore indicates that 
social-cultural changes and trends influence entrepreneurship development. In line with this, authors have pointed out 
the importance of socio-cultural factors in the development and nurturing of entrepreneurship growth. For instance, it 
helps in the final decision to create a new business, which involves entrepreneurship, and entrepreneurship is also 
embedded in a social context (Rajesh, 2006). This, therefore, makes it possible to view entrepreneurship development 
as a societal phenomenon rather than a purely economic activity. This is supported by the fact that Japan has taken a 
cultural approach to developing its entrepreneurship over the years.For example, culture has helped both Japan and the 
USA with their entrepreneurial performance (Arowomole, 2000). Research has asserted that Japanese culture or 
tradition emphasizes group action and cooperation and business and government cooperation, which has encouraged 
entrepreneurs. Thus, the importance of culture should not be neglected in the development of entrepreneurship. 
Countries that recognize the uniqueness of their socio-cultural environment are capable of breaking frontiers and, thus, 
achieving better entrepreneurial development results. 

2.2. Socio-Cultural Business Environment Factors Concept 

Socio-cultural business environment factor consists of both the social system and the culture of a person in an 
environment or community toward day-to-day business activity. It refers primarily to man-made intangible elements 
that affect people’s behaviour, relationships, perceptions, ways of life, and survival in the community and nation as a 
whole. In other words, the social-cultural environment consists of all the elements, conditions, and influences that shape 
the personality of an individual and potentially affect his attitude, disposition, behaviour, decisions, and activities. Such 
elements include beliefs, values, attitudes, habits, forms of behaviour and lifestyles of people as developed from cultural, 
religious, educational and social conditioning (Bennett and Kassarjian, 1972; Adeleke , Oyenuga and Ogundele,2003). 
These elements are learned and are shared by a society and are transmitted from generation to generation within that 
society. Thus, social-cultural factors in relation to entrepreneurship activities can be defined as consisting of all the 
elements of the social system and culture of a person which positively or negatively affect and influence entrepreneurial 
emergence, behaviour, and performance, as well as entrepreneurship development in general. All such elements that 
condition the values, thinking, and actions of an individual with respect to entrepreneurship comprise the social-
cultural factors of entrepreneurship development. 

2.3. Social Cultural factors and Entrepreneurial Activity  

Embeddedness and relational networks Understanding entrepreneurship as a social phenomenon allows us to draw on 
the well-developed more general literature on social capital and social networks. The concept of social capital is 
arguably one of the most successful "exports" from sociology to the other social sciences (Portes, 2000). Jacobs (1962) 
and Loury (1977), who developed the individualistic and economic conception, are credited with coining the term 
"social capital" (Anderson and Jack, 2002; Anderson et al., 2007). Social capital is defined as the tangible and virtual 
resources that facilitate actors' attainment of goals and that accrue to them through social structure (Portes, 1999). 
Given the central proposition that networks of relationships constitute a valuable resource (Nahapiet and Ghoshal, 
1998), many of the insights of social capital theory relative to entrepreneurial activity can be found in the social network 
literature (Casson and Della Giusta, 2007). In general terms, social networks are defined by a set of actors (individuals 
and organizations) and a set of linkages between those actors (Brass, 1992). Social networks are the relationships 
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through which one receives opportunities to use financial and human capital—relationships in which ownership is not 
solely the property of an individual, but is jointly held among the members of a network (Burt, 1992). Social networks 
are also a set of relationships that can define the perception of a community, whether a business community or a more 
general notion of community in society (Anderson and Jack, 2002). Thus, society, in the abstract sense, is a series of 
connected or "tied" nodes (Narayan and Pritchett, 1999). This broad conception of social networks and social capital 
implies that the dynamics of economic exchange are socially embedded (Granovetter, 1985; Portes and Sensenbrenner, 
1993). As distinct from rational choice perspectives, the social embeddedness perspective emphasizes that, in 
embedded contexts, entrepreneurial agency, that is, the ability to garner entrepreneurial ideas and the resources to 
develop them, is shaped by implicit norms and social mores. Thus, social capital is conceptualized as a set of resources 
embedded in relationships (Burt, 1992). This idea raises interesting questions revolving around the entrepreneurial 
applications of social capital, in particular, in relation to some less desirable consequences. For instance, the exploitation 
of social capital by any one person or entrepreneur, even within contextual rules, if any, implies both winners and losers 
(Anderson and Jack, 2002). Related to this idea, Portes and Landolt (2000) identified four negative consequences of 
social capital: exclusion of outsiders; excess claims on group members; restrictions on individual freedoms; and 

downward levelling of norms. 

2.4. Cultural factors and Entrepreneurial activity 

Because societies are endowed by nature with different physical environments, members of society must adopt 
environmentally relevant patterns of behavior to achieve success. These environmentally relevant patterns of behavior 
lead to the formation of different cultural values in different societies, some of which influence the decision to create 
new businesses. Thus, culture, as distinct from political, social, technological, or economic contexts, has relevance for 
economic behavior and entrepreneurship (Shane, 1993). One of the difficulties in examining the cultural effects and 
effects in relation to entrepreneurial activity is the lack of a precise and commonly understood definition of culture 
(McGrath et al.,1992). Anthropologists suggest that culture is related to the ways in which societies organize social 
behavior and knowledge (Hall, 1973; Kroeber and Parsons, 1958). Cultural values are defined as the collective 
programming of the mind which distinguishes the members of one human group from another and their respective 
responses to their environments (Hofstede, 1980). Several studies have stressed the influence of cultural factors on 
entrepreneurship from different perspectives. In their literature review, Hayton et al. (2002) link culture and 
entrepreneurship to three broad streams of research. The first focuses on the impact of national culture on aggregate 
measures of entrepreneurship, such as national innovative output or new businesses created. The second stream 
addresses the association between national culture and the characteristics of individual entrepreneurs. The third 
explores the impact of national culture on corporate entrepreneurship. Accordingly, when an individual creates a 
business in a specific cultural environment, that business reflects that cultural environment's characteristics, for 
example, strategic orientation and growth expectations for the business.  

Much of the research in entrepreneurship that considers cultural variables has followed Hofstede's (1980, 2001) 
seminal work showing how culture is manifested in various forms and how cultural values at individual or societal 
levels are influenced by national culture. According to this view, cultural differences across societies can be reduced to 
four quantifiable dimensions: uncertainty avoidance, individualism, masculinity, and power distance. The dimension of 
uncertainty avoidance represents a preference for certainty and discomfort with unstructured or ambiguous situations. 
Individualism stands for a preference for acting in the interest of oneself and immediate family, as distinct from the 
dimension of collectivism, which stands for acting in the interest of a larger group in exchange for their loyalty and 
support. Power distance represents the acceptance of inequality in position and authority between people. Masculinity 
stands for a belief in materialism and decisiveness rather than service and intuition. Using Hofstede's (1980) concept of 
culture, researchers have in general hypothesized that entrepreneurship is facilitated by cultures that are high in 
individualism, low in uncertainty avoidance, low in power-distance, and high in masculinity (Hayton et al., 2002).  

2.5. Empirical Review 

The findings of Crant (2016) revealed that having entrepreneurial parents impacts positively on entrepreneurial 
intention. Muhammad Azam Roomi (2010) studied the variables contributing to the growth of women-owned 
enterprises in the Islamic Republic of Pakistan from the perspectives of personal resources, firm characteristics, human 
resource strategy, and favorable women-friendly social values and cultural traditions. Statistical analysis and in-depth 
interviews confirmed that women entrepreneurs' personal resources and social capital have a significant role in their 
business growth. It further discovers that moral support from immediate family, independent mobility, and being 
allowed to meet with the opposite gender play a decisive role in both the sales and employment growth of women-
owned enterprises in an Islamic country like Pakistan. Also, Jill Kickul et al. (2018) studied entrepreneurial intention 
for the purpose of understanding the reasons behind the gaps in entrepreneurial intention amongst adolescents. 
Specifically, the research aimed to test multiple models that analyze direct and indirect relationships between work and 
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leadership experience, the presence of a parental role model, self-efficacy, and interest by adolescents in 
entrepreneurship. Questionnaires were used to obtain data from the sample, which consisted of 5,000 middle and high 
school students in four geographic states or regions (New England, Illinois, California, and Texas/Florida/Tennessee). 
A focus group interview was also conducted in order to obtain qualitative data as the study adopted the mix method. 
Part of the findings of the research revealed that having an entrepreneurial mother or father was found to have a 
significant and positive effect. As a result, the positive impact of family background on entrepreneurial intention is 
confirmed.  

Evidence from literature establishes that education, religion, and family background, which when put together form the 
socio-cultural business environment, all have a positive impact on entrepreneurial intention. This present study focuses 
on religion, educational background, gender, and level of income as components of socio-cultural business environment 
factors and examines their effects on entrepreneurial performance, especially amongst young people. It is expected that 
the socio-cultural business environment should be given adequate attention and manipulated towards boosting the 
supply of entrepreneurs. This research aims to fill that void. 

3. Methodology 

The study made use of a survey approach with a simple random sampling technique where the entrepreneurs/owner-
managers of small firms and policy makers in Ibadan metropolis were selected as the targeted population of this study. 
The sampled respondents of the study comprise selected SME operators (entrepreneurs) who are registered with the 
Oyo state government. With the aid of a random sampling technique, 300 entrepreneurs were selected from the 
population of registered SMEs in Ibadan metropolis. Of this number, only two hundred and seventy-five (275) were 
properly filled, returned, and found useful for the purpose of the study. The data collected was analysed using 
descriptive statistics like table and percentage, while the formulated hypotheses were analysed using inferential 
statistics like multiple regression analysis at a 95% confidence level. 

3.1. Model Specification and Measurements Variables 

The independent variables are socio-cultural business environment factors and are hypothesized based on gender, level 
of income, age structure, educational background, and religion of the SME operator. The dependent variable is 
entrepreneurial performance and is measured based on SME operation efficiency. Mathematically, the model is 
expressed as follows 

EP= (a + b1 x1 + b2 x2 + b3 x3 …… + b4 x4 + λ) 

Where, 

EP= Entrepreneurial Performance,  
X1 to 4X1= socio-cultural business environment factors (Gender, Level of income , Educational background , and Religion.  
α0 = Intercept,  
b1- b4 = Regression Coefficient, λ = Stochastic error term. 

4. Results and discussion 

4.1. Descriptive Analysis of Social-Economic Profile of Respondents 

Analysis in Table 1 shows that 37% of respondents were male while 63% were female. 23% had no formal education, 
14% had primary education,155 had secondary education and 48% had tertiary education. On the pre-occupation of 
the respondents, 31% were into buying and selling, 10% were civil servant, 14% were into confectionery, 8% into 
textiles while 17% were into teaching profession. As per the income level of the respondents, 37% had income level of 
above N80,000 per month, 31%, 15% and 17% had income levels of above N100,000, N120,000 and N150,000 
respectively. 

4.2. Regression Analysis of Socio-Cultural Business Environment Factors Effect on Entrepreneurial 
Performance 

Based on the results in table 2, analysis indicates that socio-cultural business environment factors such as gender, level 
of income, and educational background are significant and positively related to entrepreneurial performance. with the 
implication that a unit increase in socio-cultural business environment factors such as gender, level of income, 
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educational background, and religion will increase entrepreneurial performance by 0.4, 1.2, and 0.8 units, respectively. 
The result of the analysis shows that as the identified socio-cultural business environment factors like gender, level of 
income, and educational background increase, performance also increases. Religion exerts a positive relationship with 
entrepreneurial performance, but not significant. This implies that religious practice has no significant effect on 
entrepreneurial performance. More so, following the result of the analysis (Table 2), the null hypothesis is that socio-
cultural business environment factors do not have any significant effect on entrepreneurial performance. The coefficient 
of determination (R2) of 0.845 (approximately 85%) and also supported by the high value of adjusted (R2) at 0.843 
(approximately 84%), the result indicates that independent variables incorporated into this model have been able to 
reveal that the predictor variables (socio-cultural business environment factors) make a significant contribution to 
entrepreneurial performance. The F-value (542.38) and P-value (0.001) also confirmed the significance of the model. 
Because the constant and coefficient are statistically significant, the null hypothesis is rejected while the alternative 
hypothesis is accepted. With an indication that socio-cultural business environments have a significant effect on 

entrepreneurial performance. 

Table 1 Descriptive Analysis of Social-Economic Profile of Respondents 

Variables  Frequency Percentage 

Gender 

Male 102 37 

Female 173 63 

Total 275 100 

Educational Background 

No formal Education 64 23 

Primary education 38 14 

Secondary education 41 15 

Tertiary education 102 48 

Total 275 100 

Pre-occupation 

Trading 84 31 

Civil servant 29 10 

Confectionery 38 14 

Textile 78 8 

Teaching 46 17 

Total 275 100 

Income level/Month 

Above N80,000 102 37 

Above N100,000 85 31 

Above N120,000 41 15 

Above N150,000 47 17 

Total 275 100 

Source: Data Analysis, 2021 
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Table 2 Regression Analysis of Socio-Cultural Business Environment Factors Effect on Entrepreneurial Performance 

Variables B Eβ Beta t-value 

Constant 6.540 0.746 - 7.542 

X1 0.427 0.127 0.138 3.148* 

X2 1.154 0.634 0.243 2.542* 

X3 0.823 0.415 0.216 2.538* 

X4 0.387 0.204 0.187 1.054 

R2 0.845 AdjR2 0.842  

F-Value 542.38 P-Value 0.001  

*Sig. at 0.05 level of significance; Source: Data Analysis, 2021.  

5.  conclusion  

The result from this study indicates that the four salient variables of socio-cultural business environment factors 
identified in the work account for 84% of the total variation in explaining the impact of socio-cultural business 
environment factors on the performance of the selected enterprises. Findings indicate that religious practice has no 
significant effect on entrepreneurial performance. However, three of these explanatory variables were found to have 
significantly contributed to the dependent variable (performance), and the significant variables were gender 
distribution of entrepreneurs (X1), educational background (X2), and level of income of sampled SME operators (X3). 
This result is in line with the findings of Bygrave (1989) that there is a significant relationship between socio-economic 
factors and performance in terms of growth in earnings and or profitability. 

Recommendations  

Based on the findings of the study, it was observed that socio-cultural business environment factors positively influence 
the performance of the selected enterprises. In view of the above findings, it is recommended that relevant authorities 
work on the socio-economic sector of the economy so as to increase the capacity of potential entrepreneurs. An enabling 
environment should be created by the government to give businesses room to thrive, so as to increase the drive for 
entrepreneurship development. 
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