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ABSTRACT

The world economic activities are soaked with globalization process and the
driving force of this process is business be it government (public) or private
irrespective of whether it issmall, mediumor large scale. Thisstudy examinesthe
effect of globalization on the performance of small scale businesses in Nigeria
with focus on small business ownersin Osogbo, Osun State, Nigeria. Structured
questionnaireisused to collect data from 180 respondents through simplerandom
sampling method. Linear regression isused to analyzethe data. Theresult reveals
that globalization has positive and significant effect on small business
performance in Nigeria, that globalization has decisive influence on business
performance. It was concluded that globalization is strong predictor of SMEs
survival in Nigeria. Therefore, the study recommends that small scale businesses
in Nigeria need to promote rapid innovation, new range of products and open
up new economies and also government should provide enabling environment
for entrepreneurs to triumph in a global competitive environment.
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INTRODUCTION
Small sca ebusinessesare the economic backbone of nationsand they comprisethelargest
proportion of businessesin most economiesaswell asfrequently offer thegreatest potential
for job creation (Mohd and Mohamed, 2013). Inthisregard, the search for the effects of
globdization on small scaeenterpriseshasreceived alot of attentioninglobd circlesinthe
past years. Oneamong thereasonsbehind international focuson small scalebusinessesis
that these enterprises make remarkabl e contributionsto the economies of both developing
and developed countries. To affirm this, United Nations Conference on Trade and
Development (UNCTAD) (2004) reved sthat small scal e enterprises contribute over 55
per cent of GDPand over 65 per cent of total employment in high-income countries. Also,
Elizabeth and James (2006) further establish the above position by saying that in East
Asia, small scale enterprisesaremagjor playersinthe exporting industry, accounting for
about 56 per cent and 40 per cent of export in Taiwan and South Korea, respectively. In
thesamevein, they further revedled that in many devel oping countriessmal | scaleenterprises
have been identified asmaking very significant contributionsto poverty reduction. The
general economic power of anation has become animportant defining variablein the
evaluation of that nation’sposition intheglobal power ranking. At thistimeintheworld,
most governments cannot control theflow of money, technol ogy, ideas, goodsand people
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acrosstheir borders. Multinational corporationstake advantage of thisby acquiring some
of the economic functionsand powers of aState. Alapiki (2005) al so observesthat the
emerging global order isacontinuous processthat no onecan clamfull understanding of
all its aspects, and that no one can exist outside itsinfluence and impact. The above
andyssunderpinsthefact that current trendsin globalization may have seriousimplications
for small scale business development in Nigeria. Many studies have been done on
globdizationrdaingto smal scalebusinessesespecialy indevel oped countries. Surprisingly,
reviewed literaturesshow that many scholarsin Nigeriahaveexpressedinterestinexamining
the conceptud issuesof globalization asit affectsAfricaingenera and Nigeriain particular.
I nterestingly, few attempts have been madein empirically relating globalizationto small
scal ebus nessperformance but probably none hasbeen conducted in Osun State. Therefore,
thereisneed to examinethe effect of globalization on the performance of small scale
businessesin Osun Statein order tofill the gapin knowledge. Hence, the question, towhat
extent doesglobalization haveinfluenced on the performance of small scalebusinessesin
Nigeriaisraised to guidethe study.

Globalization and Small BusinessPerformancein Nigeria

Globalization refersto the processwhereby social relationsacquirerelatively distance-
lessand border-lessqualities, so that human livesareincreasingly played out intheworld
asasingleplace. Inthissense, socid relationswhich connote countlessand complex ways
that peopleinteract with and affect one another are more and more being conducted and
organized on the basis of aplanetary unit. In the same way, country locationsand in
particul ar theboundariesbetweenterritorid Statesarein someimportant sensesbecoming
lesscentra toour lives, dthoughthey doremain sgnificant. Globdizationisthusan ongoing
trend whereby theworld has, in many aspectsand at agenerally accelerated rate becoming
onerelatively borderless social sphere (Scholte, 1997; Onyeaghalaand Anele, 2014;
Boojihawom, 2004; Khandekar and Sharma, 2005).

Contrary tothe above socia relation perspective on globalization, somescholars
(Akpuru and Emeribe, 2000; Subrahmanya, 2004; Sudan, 2005; Rathod, 2007; Sonia,
2009) have presented amore specific political economic approach on the sameissue
saying globalization reflectsthe grestest openness of national and international economies
to greater flowsof trade, finance, capital, high technology, Foreign Direct Investment
(FDI) and Market Integration Offerings (M10). According to them, the engineering
mechanism of globalization remainstherevol utionin science and technol ogy, particularly
asit affectstrangportation and € ectro-communication systems. Thenet result of thisisthe
creation of aglobal village, asinglemarket, aglobal factory and agloba office.

According to Ohmae (1995), Oyijide (1998) and Varadargjan (2008), globaization
refersto theincreased integration across countries, of marketsfor goods, servicesand
capita. Itimpliesinturn, accel erated expansion of economic activitiesglobally and sharp
increasein the movement of tangible and intangible goods across national, regional and
internationa boundaries. Movementsinfocus, individual countriesare becoming more
closdly integrated into the global economy. Corroborating this, Rathod (2007) assertsthat
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globdization hasbeen crested and continuesto be maintained by liberalization of economic
policiesin several key areasastradelinkagesand investment flows grow more complex
and cross-border financial movementsaremorevolatile.

In recent times, as part of the economic reformsin Nigeria, there hasbeen a
switch of emphasisfromthe grandiose capital intensive, largescaeindustria projectsto
small and medium scal e enterpriseswith immense potential sfor devel oping domestic
capacity for rapid substantial industrial development. Small scalebusinessesare seento
be sacrosanct to stimul ating entrepreneurid devel opment, contributing to thetransformation
of thetraditional sector into amodern one, creation of employment, reducing rural and
urban migration (Asaolu, 2001 and 2004; Lipsey, 1994; Davis and Davidson, 2005;
Dasanayaka, 2009).

Determining thescaleof operation and structureof smal or medium scaleenterprises
iscrucial. Among the notabl e indi cators areindependent management mostly dominated
by the sole proprietorship, partnership and privatelimited company. But Nigeriansfavour
‘oneman’ businessfor lack of trust and effectivelaw. Most small or medium scaleenterprises
areflexibleinadminigration and thishasgresaily enhanced their productivity and profitability
because adminigrativebottlenecksaretotdly absent (Olotunji, 2000; Aremu and Adeyemi,
2011; Akande, 2011, Olatunji, 2013).

Many studieshave been carried out by researchers, addressing therelationship
between globalization and small scale business performance. For instance, Onyeaghala
andAnde(2014) examinethereationship between globalization and smal scaebusinesses
performance and suggested that globalization is strongly and positively related to
performance of small scal e businesses. They found that each dimension (jobs, incomeor
socia system) of the small scale businesses performance was positively correlated to
globdization. Their finding conformwiththat of Hitt, Ireland and Hoskisson (2001) which
state that globalization isthe spread of economic innovation around theworld and the
political and cultural adjustmentsthat accompany thisdiffuson.

Ebong, Udoh and Obafemi (2014) also examine the nature of the influence
globalization might have exerted ontheindustria development of Nigeriaover thepast five
decades(1960-2010). Based on the Engle-Granger two-step and Johansen Cointegration
tests, thevector auto regressi onstechniquewasused within an error correction framework.
Findingsclearly showed that globaization had s gnificant impactsonindusiria devel opment
inNigeria. Inthesamevein, Sonia(2009) in Indiashowsthe growth rate of employment
hasbeenincreased whichindicated that after globalization, employment opportunitieswere
increased dueto open market and liberaization of establishing small scdebusinessinindia
by the outsi derswhich generate employment for the country. Thisstudy alsofound that the
vaueof exportshasincreased after theglobdization, suggesting Indiansmal scaeindustries
more concentrate on selling their products out of country to earn moreand moreincome.

Ogunrinolaand Osabuohien (2010) also examinetheimpact of globalization on
employment generationin Nigeria smanufacturing sector. The study adoptsthe Ordinary
L east Square (OL S) method together with various diagnostic tests. Findingsfromthis
study show that globdization hasapositiveimpact on employment level inthemanufacturing
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sector of Nigeria. However, study conducted by Elizabeth and James (2006) inthe United
Statesof Americaledtotheconclusionthat all elseequal, globalization doesnot havea
sgnificant effect onthe profitsof white-owned firmsbut in contragt, the estimated coefficient
of dl three globdization measuresissignificant at the 5% levelsfor minority-owned small
scal e businesses, suggesting that on the average, minority-owned firmsthat operatein
moreglobalized regionearnlower profit. Thefindingsof Tamuno and Edoumiekumo (2012)
who examinetheimpact of globaization ontheNigerianindustria sector, utilizing annua
time seriesdatacovering the period 1970-2008, show that the Nigerianindustrial sector
hasawesk basewhich makesit difficult to competefavourably with her foreign counterparts.

Also, astudy conducted by Aarti (2014) on Indian small and medium enterprises
indicated that globalization had anegative effect on the growth of thissector studiedin
termsof number of units, production, employment and exports. The study gave clear
indication that globalizationisputting maor threstsand big chalengesfor micro, small and
medium enterprises. Inanother study, Peltonen, Skala, Alvaro and Gabor (2008) anayze
theimpact of import penetration on firm’sprofitability in 15 manufacturing industriesin 10
euro areacountries during 1955-2004 and their resultsindicate that import competition
from emerging market economieshashad an overal negativeimpact on company profitability
inthe euro areamanufacturing sector.

Anugwom (2007) dsoinvestigatestheinfluenceof globaizationonlabour utilization
in Nigeria scongtructionindustry between August and November, 2000. A random sample
of 45 respondentswasinterviewed. Results show that outcomesfrom globalization have
beenunfavorabletolabour inthecondructionindustry, particularly workersinthe semiskilled
category. Inthesameline, Zainawa (2006) a so examinestheimpact of globalization on
Nigerianindudtries, focus ng attention on thefootwear industry in Kano Statefor theperiod
covering 1980 to 2004. Descriptive methodswere mainly used in anayzing the data.
Result reveal sthat globalization has a serious negative impact on footwear industry in
Kano State. A ccording to theauthor, in specific terms, theresultsshow that the phenomenon
of globalization hasled to industrial closures, production capacity underutilization,
unemployment, stagnation, industrial backwardness, and over dependence onimported
leather footwear productsfromindustrialized economies.

METHOD

Thisstudy surveystheeffect of globalization onthe performance of small scaebusinessin
Nigeria. Thepopulation of the study comprisesall the small scalebusinessessituatedin
Osun State. However, the study sample was made up of one hundred and eighty (180)
SMEsregistered with Manufacturing Association of Nigeriain Osun State, Nigeria.
Structured questionnaire (globalization questionnaire scale; SM Es performance, measured
by ability to meet planed profit level; questionnaire scale with Cronbach’sa phava ue of
0.87 and 0.98 respectively) designed by the researcherswas used to collect datafrom
onehundred and eighty (180) SM Esoperatorsthrough simplerandom sampling method.
Theresponseformat wasin likert scalewith responsesranging from strongly agree (5) to
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strongly disagree(1). Datawereanaysed using Ordinary Least Squarewith aid of STATA
version 12. Mathematically, themodel isexpressed asfollows:
SMEsPerformance=T (Globalization)

SMEsPerformance=a +a X, + egnl
Where:

X, = Globdization

a = regression constant (intercept)

o

regression coefficient
error term.

=

= X

RESULTSAND DISCUSSION

Fromtable 1, the result of regression analysismodel showsthe relationship between
globalization and small business performance. Thetableindicatesthat globalization
contributes 32.1% to small business performance (profit level) with (R2=.321, f(1,178) =
20.472,P<.01). Thisimpliesthat globdization influencessmall business’ profit level at
1%l evel. Thisresult conformsto Elizabeth and James (2006) and Onyeaghdaand Andle
(2014) that globalization has contributed positively to small businessgrowth intermsof
incomegeneration and employment generation. Result also reved sthat globalization (&=
13.21,t=4.525, p<0.1) haspositiveand significant effect on smal bus nessperformance
inthe study area. Thisimpliesthat globalization isastrong predictor of small business
performance. Thisresultisinlinewith thefindingsof Mrak (2000); Boojihawom (2004)
and Varadargjan (2008) that globalization activity hasbrought improvementson small-
scalebusi ness devel opment interms of income and improvement of socid system.

Tablel: Result of Linear RegressonAnays sshowing there ationship between globdization
and small businessperformance

Model R square adjusted R square Root MSE
1 0321 0.103 0.73043
Source Sumof Square  Df Mean Square F Sig
Model

Regression 0006 1 0.006

Residua 0051 178 0.000

Total 0057 1M 0.006 20472 0.000
Model coef.  std error t- value Sig
(Constant) 0659 0.036 18497 0.000
Globalization 0007 0002 4525

*** Statistical Significant at 1% level.
Source: Field Survey, 2015.

CONCLUSIONAND RECOMMENDATIONS

In thisstudy, an attempt has been made to analyze theimpact of globalization on small
scalebus nesses performanceinterm of profitability inNigeria Result of analysisreveals
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that globalization haspositive, significant impact on small scalebusinessesperformancein
termsof profitability. The study concludesthat globalization has boosted the performance
of small scalebusinesses performanceintermsof profitability in Nigeriapositively. This
may be asaresult of deregulation exerciseof key sectorsby Nigerianfedera government.
The study therefore recommendsthat small scale businessesin Nigerianeed to promote
rapid innovation, new range of products and open up new economies. The Nigerian
government needsto changeitsrules by enacting lawsthat include openness, credibility
and transparency in government dealingsaswell asremoving bureaucratic interference
and corruption. Also, government needsto provideincentivesfor multinational companies
to crestelinkageswith small scalebusinessesin Nigeria
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