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Abstract 
This study focuses on the relevance of small scale business 
in the economic development of Delta State with particular 
reference to Issele-uku community. The authors are out to 
find out the economic importance of small businesses, to 
identify major problems affecting small scale businesses, to 
identify factors that motivate small business owners and 
suggest possible solutions to these problems. The simple 
random sampling procedure was adopted to select thirty 
small business owners from Issele-uku community. Do 
insufficient fund / lack of managerial skill hinder economic 
growth and development form part of the research questions. 
The authors also carried out a thorough review of relevant 
literatures. Structured questionnaires validated by experts 
were used to collect relevant data for the study. The study 
revealed  that small business enterprises are viable ventures 
needed for the economic growth and development of  
Nigeria, Delta state and Issele-uku community in particular. 
It was also revealed that lack of capital, lack of managerial 
skills, non-availability of raw materials, government policy 
to mention a few, are factors militating against the growth 
and stability of small scale businesses. Conclusion was made 
and it was recommended among others that more micro 
finance banks should be established to beef up the sources of 
fund for business. 
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In recent times, many research 
studies are carried out, in most cases to 
analyze issues which relate to a particular 
field. The recent global economic melt 
down has led to a drastic downsizing in 
most countries’ economy, especially 
Nigeria. This economic crunch is worse 
felt in the rural areas. We re-echo that 
small scale businesses remain the back 
borne of every nation’s development. This 
study is therefore aimed at enlightening the 
society on the relevance of small scale 
business in the development of Delta State, 
especially rural areas like Issele-Uku 
community. 

 
Small scale businesses are 

ventures or enterprises that are established 
by individuals, groups, or organizations 
with a view to make profits, through the 
satisfaction of the needs of the general 
populace. In most developed economies, 
small scale businesses have been the 
vehicle for rapid industrialization, 
sustainable development, poverty 
alleviation, employment generation and 
eventual eradication of various vices. It is 
for this reason that small scale business 
should be given a face lift in this 
millennium for economic emancipation. 
The authors in recognition 0f this fact, 
chose to study Issele-uku and her environ 
to ascertain the extent to which businesses 
have contributed to the community’s 
socio-economic growth and sustainable 
development.   

    
In recent years, small scale 

businesses play important role towards 
national development to the extent that the 

various arms of government encourage the 
private operators by granting them micro 
credit. It is pertinent to note that the recent 
global economic recession has affected 
virtually every sector of the economy.  It is 
now down on our urban/rural communities 
to brace up with the trend since small scale 
businesses have been identified as major 
vehicle for rapid industrialization 
.sustainable development, poverty 
alleviation and employment creation in all 
developed, developing or less developed 
countries.    
      
            Adidu and Olannye (2002), 
highlighted the criteria for defining 
small/medium scale businesses as follows; 
ownership structure, number of employees, 
venture capital, annual turnover or sales 
volume, nature of business and technology 
employed. They defined small scale 
businesses as comprising enterprises with 
total cost including working capital but 
excluding cost of land of above one 
million but not exceeding forty million 
naira with staff strength of between eleven 
and thirty-five workers. 

 
The authors defined, small scale 

business as those enterprises  established 
by individuals, groups, organizations with 
meager amount for the sole aim  of profit 
making through the satisfaction of needs 
and wants of the society. As the changing 
world economy calls for more  articulate 
policies, government has designed 
programs of support for small scale 
business growth towards the development 
of Delta state especially the semi-urban 
and the rural communities. The 
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establishment of small business will 
enhance rapid growth in virtually every 
sector of the community through 
industrialization, sustainable development, 
poverty alleviation and employment 
generation. 

 
The Relevance of Small Scale Business in 
Issele-Uku Community 

The study of small scale 
businesses and their impact on the growth 
and development of Issele-Uku  
community is timely, since small 
businesses are the bedrock for growth and 
development. A proactive small scale 
business will play a dominant role in 
dictating the pace of economic growth and 
development, technological advancement, 
skills acquisition, curbing youth 
restiveness in Issele-Uku community given 
an enabling environment. We examine the 
relevance of small businesses in Issele-
Uku Community as follow; 
 
Capacity Building 

Small scale enterprises serve as the 
training ground for entrepreneurs who later 
work in medium/large scale enterprises or 
become the owners of such businesses. 
Consequently government promotion of 
small scale business is a step towards 
laying foundation for an industrial class. 
Many individuals and groups have grown 
on their own and some through 
government micro credit scheme. Some 
businesses that have grown from small 
scale to very large scale businesses 
include; Nuel Ojei Holdings, Burkin 
Moore Ltd, Chinedu Construction 
Company Ltd. 

 
Servicing of Large Scale Industries 

Apart from supplying immediate 
goods and raw materials for medium/large 
scale companies they also serve as their 
distribution channels. Issele-Uku and its 
neighbouring villages are reach sources of 
vegetables/fruits like; tomatoes, pepper, 
pawpaw, pineapple, apple, pear, citrus 
fruits, cashew, banana. These fruits are 
also raw materials for production of 
packaged or canned juice. 
Issele-Uku is also a safe channel for the 
native white cloth. 
 
Industrial Development 

The small scale enterprises have 
high propensity for quick yield since they 
have short-term gestation period thereby 
facilitating the industrial development of 
the community where they are located. 
 
Employment Opportunities  

Small scale businesses create 
employment  for the teeming population 
and helps reduce the rate of crime. We 
notice that most people who can not secure 
a government employment fall back on the 
private sector for a gainful employment 
otherwise they establish their on business 
to be able to earn a living. Such businesses 
as trade on farm produce, sale of woven 
native cloth/other textiles, provision to 
mention a few.    
 
Poverty Alleviation 

The establishment of small 
businesses create employment and through 
the provision of jobs  poverty and 
inequality are reduced if not totally 
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eradicated.  Since not much capital is 
required to set up small businesses. This in 
turn enhances the earning capacity of 
citizens. Improvement of rural 
Infrastructure and Standard of Living of 
the People The establishment of small 
businesses will help to improve the 
standard of living. These business will help 
attract electricity, roads, 
telecommunication facilities to the host 
communities and create linkage businesses 
that can improve the earning power of the 
people. 

 
Acquisition of Skills / Technology 

Small businesses provide 
opportunities for the development of local 
skills and adaptation through the 
acquisition of technology and it gives 
impetus to rapid development in the 
community. Skills can in some vocations 
like ; wood works, textiles 
(weaving),farming, native midwifery, 
plumbing, cultural dance, fine artistry hair 
dressing etcetera. 

 
Growth and Development  

Due to the nature of small 
businesses, which are better positioned for 
the exploitation of comparative advantage 
of local resources over imported materials 
and skills, the community tend to achieve 
high value added operations. Small scale 
business are invaluable in stemming rural-
urban migration thereby providing potent 
tool for achieving much desired balanced 
development. They serve as a training 
ground for small business owners/ 
potential entrepreneurs. 

 

Improvement of Rural Infrastructures/ 
Living Standards of the People 

The establishment of small scale 
enterprises in our rural areas enhance the 
dwellers living standards through their 
earnings from the business as earlier 
highlighted. Some basic amenities like 
electricity, roads, pipe-born water, medical 
and telecommunications facilities are 
attracted to the host communities or the 
existing ones improved upon. Besides 
linkage businesses that have positive effect 
on peoples' lives are equally created. 

 
Motivational Factors that Necessitate 
the Establishment of Small Scale 
Business 

Due to the state of the Issele-Uku 
Community and the present recession 
sweeping across various sectors of the 
economy, the society is faced with the 
challenge of what she can do for her self to 
survive and surmount the present global 
economic threat.  

 
Adidu and Olannye (Ibid), 

identified the following motivational 
factors which are divided into negative and 
positive. 
The negative factor include: 
Job Dissatisfaction 

When an individual feel his skills, 
experience and other attributes are not 
being properly utilized, he may become 
dissatisfied with his job, and prefer a self 
employment. 
 

Unemployment 
Most people can not secure a paid job  
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others are retrenched leaving such people 
with the option of establishing a business. 

 
Pay Dissatisfaction 

When an individual is poorly 
remunerated or has work for months 
without pay can cause an individual to 
establish his own business. 

 Others are, Independence,Job Security, 
Lack of Job Challenge  
 
While the positive factors are: 
Encouragement by Friends 

Friends can encourage an 
individual ho have creative and innovative 
skills to establish an enterprise. Support 
from friends can motivate an individual to 
establish small business. 
 
Favorable Government Policies  

Government policies occasionally 
can motivate an individual to establish his 
own business. Government policies 
include National economic Empowerment 
and Development Strategy (NEEDS) 
which is narrowed down to the grass root 
level as Local Economic Empowerment 
Development Strategy (LEEDS) and the 
provision of micro credit scheme. 

 
Availability of Venture Opportunity  

Family or educational background, 
role models, finances can motivate an 
individual to establish small business; 
Desirability of New Venture Formation: A 
culture that values an individual to 
successfully create or establish an 
enterprise will create opportunities for new 
business formation. 

 

Desirability of Venture Formation 
A culture that values an individual 

to successfully create or establish an 
enterprise will create opportunities for new 
business formation. 
 
Problems of Small Scale Business 

Small businesses and their owners 
suffer from various challenges which make 
the realization of the benefits of small 
scale business difficult in Issele-Uku 
Community. Below are the major  
problems faced by small business owners: 
 
Low Capital 

Inadequate capital outlay affects 
small scale business adversely due to the 
high risk involved, financiers often feel 
skeptical about committing their funds to 
the business. 
 
Poor Management Skills  

These entrepreneurs do not have 
the required managerial skills for 
operation. Often times their priorities are 
misplaced. 

 
Lack of Raw Materials 
 Some enterprises depend on extral 
sources for their raw materials procuring 
raw materials becomes a problem when 
there are fluctuations in foreign exchange 
rate. 
 
Lack of Continuity 

Most small enterprises are solely 
owned and the death of the owner or loss 
of interest by the owner more often than not 
terminates the business due to threat. 
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Poor Policy Implementation 
Many policies formulated by the 

government to improve the state of small 
scale business are not properly 
implemented which has militate the 
achievement of small business goals and 
objectives. 

 
Inadequate Planning and Lack of 
Information on Market features  
These market includes price, competition, 
segment etc technical issues, e.g. input, 
output coefficient, as well as data on 
general economic environment.  
 
High Cost of production and overheads 
due to dispersal inflation. 
Inadequate collateral to support the 
required funding. 
Financial indiscipline among the 
business owners who mix personal 
funds with business funds. 
  
Poor Accounting System 

There is miss-management which 
may result in failure due to the non 
standard nature of the accounting system 
used by small scale businesses. 
 
Fraud 

Often times some entrepreneurs 
engage in illegal business, others engage in 
the production of inferior goods and or 
misleading advertisement  to maximize 
profit and minimize cost. These are 
fraudulent practices which lead to failure. 
 
Disasters 

Business owners more often than 
not do not insure their businesses against 

thunder, flood, fire and burglary and if the 
business is affected by any of these natural  
disasaters such  a business heads towards 
failure 
 
Why Small Businesses Fail 

Majority of the businesses 
established in Issele-Uku Community end 
up in failure. Many reasons can be 
proffered for the failure of these 
enterprises. 

 
Gana (2001) identified the 

following as the reason for small business 
failure: Incompetence, Lack of managerial 
experience ,Lack of experience the chosen 
live of business, Neglect, Fraud, 
Inadequate capital, Poor location. Husrich 
and Peters (2002) gave the following 
reasons for small business failure: 
(i) Goals set by business owners are 

unreasonable. 
(ii) Goals are not measurable 
(iii) The entrepreneur has not made a lot 

commitment to the business and the 
family. 

(iv) No sense of potential threats or 
weaknesses to the business. 

(v) No customer needs was established 
for proposed product or service. 

 
Possible Solutions to Small Business 
Problems 

The following factors should be 
taken into consideration in establishing a 
small business: Self evaluation on the type 
of business, Proper knowledge of the 
market, Adequate capital, Identification of 
customers’ needs, Feasibility study, 
Managerial experience, Proper 
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implementation of government policies, 
Availability of raw materials, Judicious 
utilization of available funds, Manpower 
development, Entrepreneurship education, 
Good location,Production cost should be 
low and selling price reasonable. 
 
Statement of the Problem 
  Many Nigerians are still very poor 
despite the fact that the country is blessed 
with vast human and natural resources. 
This is as a result of misplace priority as 
regards funds management, lack of 
managerial expertise of small business 
owners, negative and positive effects of 
government policies to say the list. The 
resultant effect is that the business industry 
is dominated by a very few tycoons who 
are shylocks in there different domains, 
culminating in the country’s under 
development. Thus the small scale 
business sector has to be sensitized 
especially in the rural areas to boost 
economic growth and development.  
        
Research Questions 
(i) Does low capital affect the growth 

of small scale businesses? 
(ii) How and to what extent does small 

business create employment 
opportunity for the general public? 

 
Table 1: Does Small Scale Business 
Create Employment?  

 

Survey data 2010.  
The table shows that 30 respondents 

representing 100% agreed that small scale 
businesses create employment, no 
respondent representing 0% disagreed and 
no respondent representing 0% are 
undecided. 
 
Table 2: Have Small Businesses 
Enhanced the Industrial Development of 
Issele-Uku? 
 

 
Survey data 2010. 

 
The table above shows that 27 

respondents representing 90% agreed that 
small business is a viable tool for industrial 
development of Issele-uku, 3 respondents 
representing 10% are of contrary opinion 
and no respondents representing 0% are 
undecided. 

 
Table 3: Do Lack of Fund / Lack of 
Managerial Skills Hinder the Growth of 
Small Businesses? 

 
Survey data 2010. 

Variables  No. of respondents Percentage 
Yes             30 100 
No                0 0 
Undecided               0 0 
Total             30 100 

Variables  No. of respondents Percentage 
Yes           27 90 
No             3 10 
Undecided              0 0 
Total            30 100 

Variables No. of respondents Percentage 
Yes                27 90 
No               3 10 
Undecided               0 0 
Total            100 100 
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The above table shows that 27 

respondents representing 90% are of the 
opinion that lack of managerial skills is a 
limiting factor to small business growth, 
while 98 respondents representing 10% 
disagreed, no respondents representing 0% 
are  
 
Discussion of Findings  

According to the analysis of 
findings based on the research questions, 
there was a positive response to the 
research questions being studied. Based on 
the issue of low capital and how it affects 
the growth and development of small 
business enterprises, 80% of the 
respondent agreed that start up capital is a 
hindrance and based on suggestions. The 
establishment of microfinance bank will 
help alleviate the problem. 

 
Lack of management skill by small 

business owner was agreed upon by 75% 
of the respondent as a limiting factor 
which hinders the success of small 
business, and based on suggestions the 
problem can be curbed through training 
and development. 70% of the respondents 
were of the opinion that government policy 
will create a positive impact as small 
business enterprise can be enhanced 
through the provision of  micro credit. The 
death of small business owner and the 
business enterprise as agreed by 75% of 
the respondents have a negative impact on 
the business enterprise as it goes a long 
way to affecting the growth and sustenance 
of the business. 

 

Lack of raw material needed by 
small business enterprise was agreed by 
80% of the respondents as a limiting factor 
to the economic growth of small business 
enterprise. The establishment of more 
business enterprise as agreed by 80% of 
the respondents will create employment 
opportunity for the general populace. 

 
Conclusion 

               This study on the relevance of 
small scale business in economic 
development of Delta State has revealed 
that small scale businesse if properly 
managed is a viable tool for economic 
growth and development. The study 
revealed that a lot of natural resources are 
unharnessed and many talents crying for 
identification, development and usage in 
our rural areas. People in these areas need 
to be sensitized through government 
programs to re-awaken their intuition in 
their diverse gifted vocations.  

Opportunities are also  abound in 
Issele-Uku community which need to be 
spotted and turned to huge comparative 
advantage, for instance weaving our white 
native cloth for sale and export instead of 
buying from the ‘Igbiras’ (Kogi State). 

 
Recommendation 
i. Theoretical and practical skills 

acquisition should be included as part 
of curricular activities in schools. 
 

ii. Government policy like provision of 
more micro credit banks for loans. to 
intending small business owners, 
while creating awareness of business 
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opportunities to the rural 
communities. 
 

iii. Industrial Development Centers 
should be located in strategic areas 
were information can be easily 
sourced by potential or existing small 
business owners or entrepreneurs. 
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