
“Addressing Unemployment challenge through micro and small enterprises
(MSEs): Evidence from Nigeria”

AUTHORS

Oluwatoyin Matthew https://orcid.org/0000-0003-3876-3479

http://www.researcherid.com/rid/M-8721-2013

Daniel E. Ufua

Romanus Osabohien https://orcid.org/0000-0003-4359-1368

http://www.researcherid.com/rid/R-2284-2019

Tomike Olawande

Oluwatosin D. Edafe

ARTICLE INFO

Oluwatoyin Matthew, Daniel E. Ufua, Romanus Osabohien, Tomike Olawande

and Oluwatosin D. Edafe (2020). Addressing Unemployment challenge through

micro and small enterprises (MSEs): Evidence from Nigeria. Problems and

Perspectives in Management, 18(2), 79-89. doi:10.21511/ppm.18(2).2020.08

DOI http://dx.doi.org/10.21511/ppm.18(2).2020.08

RELEASED ON Monday, 04 May 2020

RECEIVED ON Monday, 04 March 2019

ACCEPTED ON Monday, 10 February 2020

LICENSE

 

This work is licensed under a Creative Commons Attribution 4.0 International

License

JOURNAL "Problems and Perspectives in Management"

ISSN PRINT 1727-7051

ISSN ONLINE 1810-5467

PUBLISHER LLC “Consulting Publishing Company “Business Perspectives”

FOUNDER LLC “Consulting Publishing Company “Business Perspectives”

NUMBER OF REFERENCES

38

NUMBER OF FIGURES

0

NUMBER OF TABLES

4

© The author(s) 2021. This publication is an open access article.

businessperspectives.org



79

Problems and Perspectives in Management, Volume 18, Issue 2, 2020

http://dx.doi.org/10.21511/ppm.18(2).2020.08

Abstract

This study examined the operational characteristics of MSEs and their contributions to-
wards addressing the national challenge of unemployment. The research was based on 
Ado-Odo/Ota Local Government Area in Ogun State, Nigeria. The study employed de-
scriptive analysis and Ordinary Least Square (OLS) regression technique in estimating 
the data obtained. The administration of questionnaire was applied to collect the data. 
The study found out that micro and small-scale enterprises contributed to economic 
growth through their operational activities, via the job creation in the economy. Thus, 
the study recommended that government policies should be put in place to encourage 
micro and small enterprises, and the provision of infrastructures, credit facilities, tax 
holidays, training program, amongst others, for MSEs. It was also recommended for 
funding agencies to consider the trends of practicing MSEs towards addressing critical 
economic and social issues such as job creation, in granting them funding facilities, in 
order to facilitate continuous participation in job creation among Nigerian MSEs.
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INTRODUCTION

Nowadays, micro and small-scale enterprises create the platform for 
economic growth through their significant contribution to job crea-
tion over the world. Small and medium-sized enterprises have been 
recognized as the basis for rapid economic growth and development 
in the developing countries, including Nigeria, through their potential 
for job creation and output production. In fact, micro and small enter-
prises are now seen as a way of creating jobs and growth in advanced 
economies’ restructuring (Stokes, 2000; Matthew, Ede, Osabohien, 
Ejemeyovwi, Fasina, & Akinpelumi, 2018a). Extant literature shows 
that access to credit impact on productivity (Osabohien, Osuagwu, 
Osabuohien, Ekhator-Mobayode, Matthew, & Gershon, 2020). This is 
essential for micro and small enterprises which are considered to be 
a fundamental component in creating a modern, progressive, and vi-
brant economy (Stokes, 2000; Matthew et al.,2018a). therefore, good 
institutions and policies are necessary requirements for business to 
strife in an economy (Igharo et al., 2020; Beecfroft et al. 2020).  For 
instance, Shibia and Barako (2017) reckon that the effects of MSEs 
in Kenya have contributed to reduction in criminalities and positive 
engagement of youths in Kenya. However, there has been a great deal 
of controversy and protracted debates amongst researchers to produce 
a universally accepted definition of what business unit can rightly 
be regarded as a small-scale industry. Considering the fact that the 
word “small” is ambiguous, hence, there is no yardstick for classifying 
business unit as a small scale. Therefore, small firms may be regard-
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ed as small-scale enterprises in relation to the level of economic development of a particular country 
(Ogunwole, 1997; Ebenezer, Paula, & Allo, 2016; Matthew, Osabohien, Fagbeminiyi, & Fasina, 2018b).

Statistics have shown that about 95% of the businesses in Nigeria are technically considered as mi-
cro, small and medium scale enterprises (SMEDAN, 2016). Micro and small-scale enterprises cover a 
wide range of industrial units and in any developing country, including Nigeria, they occupy an im-
portant position in the industrial sector, providing the supportive drive to enhanced the level of em-
ployment, development and contribute to national economy (Osabohien, Awolola, Matthew, Itua, & 
Elomien, 2020). Micro and small-scale enterprises (MSEs) play a very important role in expanding and 
diversifying industrial production alongside their contribution to such basic goals as eradicating pov-
erty, improving income distribution, meeting the basic needs of most developing countries and, most 
importantly, the job creation (Akinsanya, 1998).

Furthermore, extant literature widely acknowledges the usefulness of MSEs, especially in their role in 
job creation, particularly in developing countries such as Nigeria. It is estimated that 80% of the Nigerian 
workforce is engaged gainfully by micro and small-scale enterprises and studies have shown that these 
enterprises create more jobs than big businesses (Ojo, 2004). Job creation is therefore a dynamic con-
cept referring to the ability of a system or an establishment to offer more employment opportunities to 
people in search of work (Mensah, 1997). Small businesses serve as a foundation for providing poten-
tial entrepreneurs (employers) who are always willing to explore new ideas at the slightest opportunity 
(Ogunwole, 1997; Babajide, Lawal, & Somoye, 2015; Afolayan, Okodua, Matthew, & Osabohien, 2019). 
Similarly, Afolabi, Kareem, Okubanjo, Ogunbanjo, and Aninkan (2017) suggest entrepreneurship edu-
cation for young and willing new entrants to the MSEs’ practice, with the intention to project a contin-
ual spread of MSE practice that can, in turn, provide a flow of job creation for applicants in the various 
industrial sectors. Moreover, sectoral operations are believed to be labour intensive, especially in a de-
veloping economy such as Nigeria, where capital investment on operational equipment tends to be at its 
minimal levels due to challenge relating to funding. Thus, it is more likely that MSEs stand a chance to 
keep creating jobs than larger organisations that are more likely to use innovation and new technolo-
gies to achieve efficiencies and economies of scale, thus, shedding labour (Mensah, 1997; Beaver, 2002).

In view of the above, this study explores how micro and small-scale enterprises have been able to create jobs 
for the applicants in Ado-Odo/Ota Local Government, Ogun State, Nigeria. The study, therefore, pays spe-
cific attention to the critical issues and partners’ involvement with MSEs’ operations in relation to the sub-
ject of job creation as well as the reverse effects of such efforts on MSEs’ operations and the wider economy 
in the focus of this research. The study consists of six sections: section  one is followed by this introductory 
section, which presents some insights from empirical literature. Section two presents the study’s method-
ology; section three presents the results, section four discusses the empirical analysis of the study’s results 
and findings; the last section concludes the study by recommending policies that will help improve micro 
and small enterprises’ (MSEs) performance to create jobs for large number of unemployed people in Nigeria.

1. LITERATURE REVIEW 

AND THEORETICAL 

FRAMEWORK

It seems that micro and small-scale enterprises are 
easier to recognize in practice than to define (Ojo, 
2004). However, in order to avoid rigidity and ar-
bitrariness in identifying and properly categoriz-
ing the enterprises as small scale, a comprehensive 

character-based definition, which will embody 
the most significant attributes of MSEs, is essen-
tial (Ogunwole, 1997). In this regard, highlighting 
the common characteristics of small and medi-
um-scale enterprises is necessary to enhance un-
derstanding of the concept of their operations. The 
Inquiry Committee on Small Businesses (Bolton, 
1971) adopted several definitions of a small enter-
prise from two perspectives: economic terms and 
statistical terms. Under the economic definition of 
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small enterprises (the broader category of micro, 
small and medium-sized enterprises), an enter-
prise can be considered small if: 

1) it has a relatively small market share;

2) it is managed in a personalized manner by its 
owners or shareholders and not through a for-
malized management structure; and 

3) it is independent in the sense that it is not part 
of a larger undertaking and that the owner/
manager should be free of external control 
and interference in making his or her main 
decision.

The Committee also employed statistical defini-
tions useful in different sectors of the economy, 
defining micro and small businesses in terms of 
the number of persons that make up small firms 
in different sectors, for example, manufacturing, 
retailing, and so on (that is, the degree of small-
ness varied between sectors).The statistical defini-
tion would enable the international comparisons.

Some criteria have been applied by different institu-
tions in defining micro and small-scale enterprises 
(Ogunwole, 1997). Micro and small-scale enterpris-
es are establishments characterized by low level of 
investment, low level of turnover, low capital base, 
relatively simple production technology, relative in-
accessibility to sources of institutional (long-term) 
financing (Akinsanya, 1998; Ojo, 2003; Matthew, 
Osabohien, Fagbeminiyi, & Fasina, 2018; Afolayan, 
Okodua, Oaikhenan, & Matthew, 2020). A worst-
case scenario for MSEs’ financing is confirmed in 
the findings of Akingunola, Olowofela, and Yunusa 
(2018), noting that there is a negative relationship 
between intermediary financial services such as mi-
cro finance banks and MSEs in Ogun state, Nigeria. 
These findings point to the confirmation of poor 
financial platforms on which MSEs operate that 
tend to pose a significant challenge to their pros-
pect for growth and contributions towards nation-
al economic development. These suggestions tend 
to raise the question, what become the benefits of 
these MSEs from generating employment via their 
operations, if the public sector and other respective 
agencies are speculated to be negligent in providing 
sufficient support for their sustenance, especially in 
terms of financial support.

Whilst recognizing the access to institutional fi-
nance as a persistent pandemic issue for the devel-
opment of SMEs in Nigeria, several schemes have 
been put in place by the Nigerian government 
in the past, including the Small Scale Industries 
Credit Scheme, NBCI (1973), NERFUND (1986), 
World Bank Assisted SME I (1985), World Bank 
Assisted SME II (1992), to provide special credit 
lines for small businesses, but these schemes have 
had very limited impact. In response to the incen-
tives of the Federal Government of Nigeria, finan-
cial institutions have recently come up with a new 
initiative to reserve ten percent of their profit be-
fore tax for financing of micro, small and medi-
um-sized enterprises in the form of participation 
in credit and equity. The government is also estab-
lishing several facilities for micro, small and me-
dium-sized enterprises to improve access to insti-
tutional credit, which will provide affordable me-
dium to long-term loans. These include creation 
of the Development Fund for Small and Medium 
Enterprises (SMEDFUND), Credit Guarantee 
Scheme, Nigerian Project Development Facility 
(NPDF), merging of Development Finance 
Institutions (DFIs), promotion of SME clusters 
and networks, improve incentives to invest in 
SMEs, infrastructural facilities, and even market-
ing of SME products.

Nevertheless, MSEs practitioners tend to stay re-
silient to the pursuit of their set operational ob-
jectives, and maintain their relevance in address-
ing the national economic challenges, such as ad-
dressing the unemployment. And, in most cases, 
these MSEs practitioners leverage on positive fac-
tors such as ease of establishment and focus of the 
entrepreneurs, amongst others, in driving their 
objectives, irrespective of the critical challenges to 
their operations (Osotimehin, Jegede, Akinlabi, & 
Olajide, 2012). Corroborating this, Babajide (2012) 
affirms that the MSE sector provides a driving 
force to consistent job creation, poverty reduction, 
wealth creation, income distribution, and reduc-
tion in income disparities. He notes that frequent-
ly government interventions efforts fail to yield 
the needed transformation due to poor coordina-
tion and monitoring and policy inconsistencies, 
especially in Nigeria, where this research is based.

Furthermore, concerning the characteristics of MSEs, 
it is observed that since the publication of the Bolton 
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Report, several comments have been made with re-
spect to the shortcoming of the definition given by 
this committee. For instance, Stanworth and Gray 
(1991), pointed out that statistical analysis is severe-
ly hampered (that is, its progress is complicated) by 
the use of various definitions. Burns and Dewhurst 
(2016) opined that any definition that uses a financial 
indicator invariably requires periodic adjustment 
in order to take account of inflation. Furthermore, 
Storey (1994) stated two challenges he had when ac-
cepting the Bolton approach to defining small-scale 
enterprises. First, he notes the incompatibility of a 
definition that highlights the personalized nature 
of management while using statistical bands relat-
ed to several employees simultaneously. He argued 
that there is sufficient research showing that firms 
employing up to 200 people would inevitably require 
that business decisions be taken by individuals who 
are not owners. The second argument of Storey chal-
lenges the influence which the notion of perfect com-
petition (where small enterprises are price takers) 
has on the deliberations of the Bolton Committee, he 
argues that many small enterprises operate in niche 
markets (that is, where a limited and clearly defined 
product range is sold to a specific group of custom-
ers), where reduced prices offered as an incentive to 
purchase another product or service may be charged 
and higher business growth and performance may 
be shown. According to Storey (1994), there is still no 
single, uniformly acceptable definition of a small en-
terprises after more than 30 years of the publication 
of the Bolton Report. What emerges from a compre-
hensive review of small business literature is a range 
of definitions based on their values for specific pro-
jects justified by their users (Beaver, 2002).

According to the Third Nigerian National 
Development Plan (1975–1980), manufacturing in-
dustries that employ less than ten people or whose 
investment in machinery and equipment does 
not exceed NGN 600,000 are referred to as mi-
cro, small and medium-scale enterprises. In the 
same vein, Alana (1979) defined small business 
as a business in which a single (industry) person 
usually the proprietor dominates or take control of 
its activities. Small-scale enterprise, as defined by 
the small-scale industry development program of 
the Center for Management Development, is any 
business with twenty (20) full-time workers and 
capital investment not more than NGN500,000 in 
machinery and equipment. Under the 1996 CBN 

Monetary and Credit Policy Guidelines, micro, 
small and medium-sized enterprises are defined as 
a company with fixed assets, excluding land, but 
not exceeding NGN 10,000,000, including work-
ing capital.

Alana (1979) gave a cost analysis of what constitutes 
small and medium-sized enterprises in his paper 
presented at the 5th Annual General Meeting of 
the Manufacturers Association of Nigeria (MAN).
According to Obitayo (1991), contended that small 
and medium-scale enterprises are those with fixed 
asset and cost of investment project (land excluded) 
of up to NGN 2,000,000, while those with project 
cost not less than NGN 2,000,000 and not exceed-
ing NGN 10,000,000 will be taken as medium scale. 
From Griffin and Ebert’s (1996) point of view, a mi-
cro, small and medium-sized enterprise is an inde-
pendently owned and managed enterprise and does 
not dominate its relevant interest market segment. 
In Ubom’s (2003), opinion small-scale enterprise in 
Nigeria is defined as one that employs from 11 to100 
workers, while medium-scale enterprise is one that 
employs from 101 to 300 workers. The introduction 
of the Structural Adjustment Program, however, cre-
ates a new concept for small and medium scale enter-
prises and the new concept recognizes small enter-
prises as those whose total fixed asset cost (excluding 
cost of land) is not more than NGN 10,000,000.

Micro and small-scale enterprises, in particu-
lar, in developing economies, play an important 
role in job creation. They serve as sources of em-
ployment to the army of unemployed people in 
Nigeria, particularly presently, that there is a high 
level of unemployment. An estimated 80% of the 
Nigerian workforce is employed by micro, small, 
and medium-sized enterprises. This is often so 
because this sector’s operations are predomi-
nantly labour-intensive. Studies have shown that 
small and medium-sized enterprises create more 
jobs than large companies (Stokes, 2000). While 
extant literature widely acknowledges the posi-
tive effects of MSEs’ operations on the economy, 
such as reduction of crime rates in the country 
(Babajide, 2012). Studies have highlighted the 
challenges of productivity in the engagement of 
labour, especially among MSEs in sub-Saharan 
Africa. They noted the critical reality in MSEs 
employment drive in terms of how effective such 
generated jobs are, first, to the employing MSEs, 
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the engaged labour and, of course, the industry. 
This point tends to suggest the overriding for in-
novative approach that duly considers all the af-
fected parties in the process of MSEs operations 
and their contributions towards addressing the 
unemployment in the Nigerian economy. 

An attempt has been made to embark on a criti-
cal research process to achieve the objective of 
learning about the subject of MNEs’ operations 
and their contributions to addressing the chal-
lenge of unemployment in Ado-Odo/Ota Local 
Government Area, Ogun State, Nigeria. The jobs 
theory of growth is adopted in this research. The 
jobs theory assumes that ‘demand creates supply’. 
This implies that if consumers have incomes, busi-
ness enterprises will supply products to them be-
cause they will have money to buy the products 
produced by these enterprises. The end result of 
this theory assumes that when more jobs are creat-
ed, then the economy would experience growth.

The choice of these theories stems from the fact that 
micro and small-scale enterprises help to generate 
employment, which, in turn, contributes to aggre-
gate output and, hence, boosts economic growth. 
When these MSEs produce goods, they tend to en-
joy economies of scale. However, the shortcoming 
of these theories is that SMEs do not employ many 
employees as expected because of their small size 
and they do not produce on a large scale, thus, they 
do not enjoy reduced cost of production as to make 
them experienced economies of scale. This is one 
gap in the literature that other subsequent studies 
should fill in future. 

These adopted theories tend to enhance the need-
ed focus of this research because the MSEs’ oper-
ations are embedded on meaningful engagement 
with the business environments (Ufua, 2019). This 
factor creates the platform for critical research that 
embraces further learning on the subject of MSEs’ 
operations and their effects on addressing the chal-
lenge of unemployment, especially in focus of this 
research. This also aligns well with current trends 
of research on addressing wicked economic and 
social problems, such as unemployment challenge, 
analysed in this research .It is to adopt a combi-
nation of diverse theoretical and methodical ap-
proach that can duly identify with stakeholders 
who are either involved or affected by the identi-

fied problem situation (Gregory, Atkins, Midgley, 
& Hodgson, 2019; Giordano, Pluchinotta, Pagano, 
Scrieciu, & Nanu, 2020). 

2. METHODOLOGY

2.1. Research design

In this study, the simple random sampling technique 
is adopted in selecting the sample for the study. The 
respondents of the administered questionnaires in 
the sample areas were randomly selected. The study 
sample is selected from the study population that 
includes micro and small-scale enterprises and em-
ployees in Ado-Odo/Ota Local Government Area in 
Ogun State. The study’s targeted sample size is one 
thousand (1,000) in all, consisting of 700 enterpris-
es and 300 micro and small enterprises’ employees 
in the study local government area. The study used 
the primary data through the administration of 
one thousand (1,000) copies of questionnaires to re-
spondents. Copies of the questionnaires were piloted 
in a similar but different location from focus of this 
research. Items on the first questionnaire draft were 
duly reviewed by contemporary researchers and later 
adopted in line with the basic objective on this re-
search (Kets De Vries, Vrignaud, Agrawal, & Florent-
Treacy, 2010). This study aims to serve as a means of 
making the policy makers aware that MSEs’ opera-
tions contribute towards addressing the problem of 
unemployment in Nigeria, specifically, in areas like 
Ado-Odo, Iyana Iyesi, Atan Ota, Ijoko Ota, Iju, Itele, 
Onibukun, Chelsea, Igbesa, Oju Oore, Ajegunle, 
Lusada, Sango, and Korogboji. The research design 
has been carefully prepared to ensure minimum bi-
asness in the collection of data needed to reduce er-
ror in the analysis and interpretation of the informa-
tion gathered. 

Ado-Odo/Ota Local Government Area is one of the 
19 local government areas of Ogun State, Nigeria. 
Ado-Odo/Ota Local Government Area came into 
being on May 19, 1989. Ado-Odo/Ota adjoins metro-
politan Lagos as it is very close to the city. The Local 
Government Area is the second largest in Ogun 
State and is headquartered at the north of the area 
at 6° 41′00′′N3° 41′00′′E. It is an industrial area that 
generates huge revenue (from taxes imposed on en-
terprises) to the Ogun State Government because of 
the presence of industries and small enterprises. The 
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inhabitants of the Local Government Area are made 
up of mostly the Awori people, a part of the Yorubas 
(Olukanni & Mnenga, 2015). 

2.2. Model specification

This study adopted the model in the work of 
Matthew et al. (2018b). The model in this study is 
formulated as follows:

( ) , ,ELMSE f X Y=  (1)

where ELMSE – employment level in micro and 
small enterprises; X is the vector of characteristics 
of the enterprises; Y is the vector of characteristics 
of the entrepreneurs (employees).

In equation (1), under the characteristics of the en-
terprises denoted by X, the independent variables 
include age of the business (AB), organisation’s  
average weekly turnover (AWT), number of em-
ployees at the start of the business (ESB), and even 
the present capital of the enterprises (PC). Under 
the characteristics of the entrepreneurs denoted as 
Y, the educational qualification of the employers 
(EA) comes in:

X = AB, AWT, ESB, and PC; Y = EA.

Bringing together the variables under both vectors 
X and Y and substituting them into equation (1), 
one has the equation in implicit form as:

, ,( , ).,ELMSE f AB EA AWT ESB PC=  (2)

From equation (2), one makes the equation explic-
it as we have in equation (3):

0 1 2

3 4 5 ,

ELMSE AB EA

AWT ESB PC µ

α α α
α α α

= + + +

+ + + +
 (3)

where ELMSE is current employment level (cap-
tured by the number of employees employed pres-
ently), AB is age of business, EA is educational 
attainment of employers, AWT is organisation’s 
average weekly turnover now, ESB is the number 
of employees at the start of the business, PC is 
the present capital of the business, µ = stochastic 
term. In terms of the ‘a priori’ expectations, the 
coefficients α

1
…α

5
 are positive, that is, all the in-

dependent variables are positively related with the 
dependent variable. 

3. RESULTS 

This section presents the data obtained in tables 
and the results discussed. Table 1 presents the so-
cio-demographic characteristics of the respond-
ents. The information presented in this section 
is intended to facilitate the interpretation of the 
main variables relating to micro and small-scale 
enterprises’ socio-demographic characteristics. 

Table 1. Socio-demographic characteristics  
of the respondents

Source: Authors’ computation from survey data (2019).

Variables Frequency

Respondents’ educational qualification
Primary 330

Secondary 380

Tertiary 280

Others (M.Sc) 10

Total 1,000

Gender of respondents

Male 550

Female 450

Total 1,000

Age of respondents

Less than 20 years 80

21-30 years 150

31-40 years
500

41-50 years 270

Total 1,000

Marital status of respondents

Single 250

Married 350

Divorced 150

Widowed 250

Total 1,000

Religion of respondents

Christianity 480

Islam 420

Others 100

Total 1,000

Nationality of respondents
Nigerian 850

Non-Nigerian 150

Total 1,000

Types of enterprises

Bakery 200

Pure water making 220

Soap making 110

Poultry farms 110

Printing press 180

Tailoring 180

Total 1,000
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The results of the profitability characteristics of 
enterprises surveyed are presented in Table 2. 

Table 2. Profitability characteristics of 
enterprises surveyed

Source: Authors’ computation from survey data (2019).

Variables Frequency Percentage

Years of enterprise’s establishment

Less than a year 60 6.0

1-4 years 200 20.0

5-9 years 350 35.0

10 years and above 390 39.0

Total 1,000 100.0

Enterprise’s initial capital
Less than NGN 100,000 350 35.0

NGN 100,001-NGN 200,000 280 28.0

NGN 200,001-NGN 300,000 200 20.0

NGN 300,001 and above 170 17.0

Total 1,000 100.0

Enterprise’s present capital

Less than NGN 200,000 370 37.0

NGN 200,001-NGN 300,000 230 23.0

NGN 300,001-NGN 400,000 210 21.0

NGN 400,001 and above 190 19.0

Total 1,000 100.0

Average weekly turnover at business start

Less than NGN 24,999 300 30.0

NGN 25,000-NGN 49,999 330 33.0

NGN 50,000-NGN 99,999 280 28.0

NGN 100,000 and above 90 9.0

Total 1,000 100.0

Average weekly turnover now

Less than NGN 49,999 290 29.0

NGN 50,000-NGN 99,999 310 31.0

NGN 100,000-NGN 199,999 290 29.0

NGN 200,000 and above 110 11.0

Total 1,000 100.0

Average profit margin for the first month of business
Less than NGN 49,999

NGN 50,000-NGN 99,999

NGN 100,000-NGN 149,999

NGN 150,000 and above

Total 1,000 100.0

Current average profit margin
Less than NGN 49,999

NGN 50,000-NGN 99,999

NGN 100,000-NGN 149,999

NGN 150,000 and above

Total 1,000 100.0

The results in Table 3 showed the employment 
generated by the sampled enterprises. 

Table 3. Job creation in the enterprises surveyed
Source: Authors’ computation from survey data (2019).

Variables Frequency Percentage

Number of employees at business start

None 200 20.0

1-2 250 25.0

3-5 400 40.0

6 and above 150 15.0

Total 1,000 100.0

Number of employees presently

1-5 180 18.0

6-10 250 25.0

11-15 350 35.0

16 and above 220 22.0

Total 1,000 100.0

Number of employees expected in the next three years

1-5 220 22.0

6-10 170 17.0

11-15 320 32.0

16 and above 290 29.0

Total 1,000 100.0

The results in Table 4 showed the Ordinary Least 
Square (OLS) regression result of the model specified. 

Table 4. OLS regression result
Source: Authors’ computation from survey data (2019). 

Coefficient T-statistics Sig.

(Constant) .355 .334 .739

AB .312*** 3.084 .003

EA .607*** 7.114 .000

AWT .098*** 3.081 .003

ESB –.052 –.670 .052

PC –.065 –.445 .065

R2 0.628

Adj.R2 0.581

F 20.182

Prob. 0.000

Note: 
*** significant at 1% level of significance.

4. DISCUSSION OF RESULTS

The results in Table 1 revealed that education of re-
spondents presents the following information: pri-
mary education respondents were 33%; most re-
spondents have certificates of junior and secondary 
school (38%). Besides, respondents with post-sec-
ondary education that includes degrees in polytech-
nics and universities were 28%, while 9% of respond-
ents had advanced education levels. Gender findings 
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showed that a majority of the respondents (55 per-
cent) were males, while 45% were female respond-
ents. The respondents’ age range was between 18 and 
50 years. Group age refers to the interval of ten years. 
Findings also indicated that 8% were below 20 years, 
the highest ratio was between 31-40 years with 50%; 
those in age categories 21-30 years were 15%; simi-
larly, 27% were 41-50 years of age group. This finding 
corroborates the report of the Population Division 
of the United Nations Department of Economic and 
Social Affairs (2016), where it has been argued that 
adults are the majority of the Nigerian population.

The distribution of marital status of respondents 
showed that 25% were single, 35% married, 15% di-
vorced, and 25% widowed. It is evident from statis-
tics show that the respondents’ highest proportions 
were married. The religious distribution showed 
that three major religions in Nigeria were practiced 
by the respondents. The study found that the larg-
er percentage of respondents practiced Christianity 
(58%), followed by Islam (42%), and only 10% prac-
ticed some forms of African Traditional Religion 
(ATR). Nationality of the respondents had a wide 
margin. The distribution of respondents’ nationali-
ty showed that 85% were Nigerians, while 15% were 
non-Nigerians. Distribution of respondents by types 
of enterprises indicated that 20% were engaged in 
baking, 22% were engaged in sachet water making, 
11%were engaged in soap making, 11% were engaged 
in poultry farms, 18% were engaged in printing press, 
and 18% engaged in tailoring. The result shows that 
the respondents’ types of engagement had a close 
margin.

The results in Table 2 revealed that the years of distri-
bution of enterprise’s establishment showed that less 
than a year ago 6 percent of respondents set up their 
enterprises; 20% of the respondents established their 
enterprises less than four years ago. Furthermore, 
35% of the respondents established their enterprises 
from 5 to 9 years ago. The highest respondents’ enter-
prise’s establishment, above 10 years, was 39%. The 
distribution of respondents’ enterprise initial capital 
indicated that 35% of the respondents had less than 
NGN100,000, 28% of the respondents accounted less 
than NGN 200,000, similarly, 20% of the respond-
ents accounted less than NGN 300,000 while 17% ac-
counted for more than NGN 300,000. The distribu-
tion of respondents’ enterprise present capital indi-
cated that 37% of the respondents had less than NGN 

200,000, 23% of the respondents accounted less than 
NGN 300,000. Similarly, 21% of the respondents ac-
counted less than NGN 400,000, while 19% account-
ed for more than NGN 400,000. Findings on re-
spondents’ average weekly turnover at business start 
indicated that 30% of the respondents had less than 
NGN 25,000, 33% of the respondents accounted less 
than NGN 50,000, 28% of the respondents account-
ed less than NGN 100,000, while 9% of the respond-
ents accounted for more than NFN 100,000. The 
distribution of respondents’ average weekly turnover 
showed that 29% of the respondents had less than 
NGN 50,000, 60% of the respondents accounted for 
less than NGN 200,000. Furthermore, 11% of the re-
spondents accounted above NGN 200,000.

The result in Table 3 showed that 20% had no em-
ployees at the start of business, 25% of the enterprises 
employed between 3 and5 employees at the start of 
business, 40% of the enterprises had between 3 and 
5 employees, while 15% employed more than 6 em-
ployees. Concerning the number of employees, the 
enterprises presently have, 18% of the enterprises 
have 1 to 5 employees, 25% of the enterprises had 6 
to 10 employees, 35% of the enterprises have 11 to 15 
employees, while 22% of the enterprises have more 
than 16 employees. Concerning the number of em-
ployees expected to be employed in the next 5 years, 
the results showed that 22%, 17%, 32%, and 29% of 
the enterprises hope to have 1-5, 6-10, 11-15, and 
more than 16 employees, respectively. In summary, 
these results show that there has been an improve-
ment in the jobs created by these MSEs.

The results in Table 4 were obtained from the model 
that was specified in order to verify empirically if the 
MSEs have contributed to job creation, all the explan-
atory variables have a positive relationship with the 
dependent variable, which supports what theory says. 
This implies that the explanatory variables help to in-
crease job creation in the MSEs. However, the only 
variables that have significant impact on job creation 
are the age of business, educational attainment, and 
the organization’s average weekly turnover; they are 
all significant at 1% level of significance. The result 
also revealed that the R2 is 0.628, which implies that 
all the explanatory variables explain 62.8% of the 
job creation by the micro and small-scale enterpris-
es, while the remaining 38.2% are explained by other 
factors not captured in this study but represented by 
the error term.
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CONCLUSION AND RECOMMENDATIONS

This study analysed how micro and small enterprises (MSEs) had contributed to job creation in 
Ado-Odo/Ota Local Government Area in Ogun State, Nigeria. From the data collected and the 
analysis, the study could find out empirically that MSEs affect job creation greatly, and the extent 
to which they will have greater impact on employment depends on the encouragement they receive 
from the government. These encouragements are in terms of granting the investors soft loans, giv-
ing them tax rebates, amongst other things. However, it is important that more policies should be 
added to those on ground and implemented effectively in order to improve, encourage, and pro-
mote the activities of these micro and small enterprises. 

Based on the results of this study, the following recommendations are made: first, the government 
should provide a reliable platform for easier access to MSE credit facilities; they should create mi-
cro, small, and medium enterprises development banks through which small enterprises can ap-
proach for financial credit funding at affordable and subsidized collateral security demands. These 
banks should be established with the sole aim of giving out soft loans with little interest rates 
to small enterprises. Second, the micro and small enterprises (MSEs) operators should be given 
tax and tariff concessions (for instance, tax rebate or holiday).It would help them to grow as the 
amount that ought to be paid would be ploughed back into the business. Thus, if their enterprises 
grow, they will be able to employ more people in the long run. Besides, it is advised for these cred-
itors’ agencies (for example, banks) to pay attention to the trend of economic support activities of 
MSEs such as their performance records in terms of job creation, as part of the criteria for assessing 
such funding. Such could further enhance the practicing MSEs’ interest in contributing to the host 
economy. Lastly, the government should establish micro and small-scale development agencies, 
in remote and developing locations such as Ado-Odo/Ota Local Government Area in Ogun State, 
Nigeria, where this research was based. This is essential as it would make the access to the need-
ed MSEs’ support easier and also create more awareness through effective interactions with these 
operational partners who can re-assure them of the positive effects of their operations on the host 
economy that would be charged with the specific responsibility of ensuring the proper running of 
MSEs, controlling their operations, and making sure the enterprises do the right things at the right 
time and the right place. The MSE development agencies would ensure the promotion of the activ-
ities of micro and small-scale enterprises.
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