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ABSTRACT

This research studied the relationship between
business environment and growth of micro, small,
and medium scale enterprises (MSMEs) in Hong
Local Government Area (LGA) of Adamawa State,
Nigeria. The study used a survey method. Five
research questions were raised. The descriptive
survey research design was employed and the
population consisted of all MSMEs in Hong Local
Government Area of Adamawa State. Hundred
(1200) micro, small and medium scale enterprises,
which represent 6% of the targeted population,
were sampled for the study through random
sampling techniques. A structured gquestionnaire,
with 28 items, and rated on a four point scale, was
used for data collection; while the mean and the
standard deviation were used to analyze the data.
The findings show that the business environment in
Hong LGA has a significant influence on business
growth. Specifically, access to finance, access to
market, proper accountability, adequate security,
business skills and strategic planning were found
to significantly contribute to business growth of
MSMEs in the region. The research further
revealed that business environment in Hong LGA
has a positive influence on the level of business
growth of MSMEs. The research provides
empirical evidence that suggests that business
environment has a significant influence on business
growth of MSMEs in the region. The study,
therefore recommends that the government should
provide access to finance in order to improve the
business environment, and to promote the business
growth of MSMEs in Hong LGA, while MSMEs
owners must be abreast with the challenges posed

by internal environment, and put in place adequate
internal control mechanisms that will lead to
optimal performance, and also MSMEs operators
should be able to identify opportunities and threats
in the external environments in order to help
mitigate threats, and optimize opportunities for
successful business operations.

Keywords: Business Environment, Business
Growth, Micro Scale Enterprise, Small Scale
Enterprise, Medium Scale Enterprises.

l. INTRODUCTION

Micro, Small and Medium Scale
Enterprises (MSMESs) are vital to the economic
development of any country because they provide
an excellent source of employment, aid in the
development of local technology, and create
opportunities for indigenous entrepreneurs. The
MSMEs sector is uniquely positioned to absorb up
to 80% of employment vacancies, enhance per
capital income, add value to raw materials supply,
boost export revenues, and increase capacity
utilization in critical industries (Alaye- ogan,
2012). Small-scale enterprises became prominent
in Nigeria with the establishment of private
enterprises in the early 1970s. According to
Dugguh(2013), during the 1960s, the Nigerian
economy was driven by the agricultural sector,
which was followed by the emergence of the oil
industry, resulting in a gross underdevelopment of
small enterprises and entrepreneurship. The
economy’s growth was hampered by an over-
reliance on agriculture and oil at the expense of
small company and entrepreneurial development.
Buowari(2015) found a clear trend of failure of
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businesses during the first five years of operations.
These failures could be caused by the numerous
problems that confront small enterprises, such as
lack of managerial, leadership, and marketing skills
that would give them a competitive advantage.
Furthermore, Okpara(2011) said that small
business failure in Nigeria was caused by difficulty
in obtaining financing, poor implementation of
entrepreneurship policies, and corruption. Private
enterprises are an important part of the Nigerian
economy, providing a large percentage of jobs and
helping to alleviate poverty (Shehu, 2013) but 80%
of private enterprises in Nigeria fail within the first
five years (Adebisi & Gbegi, 2013). The high rate
of failure has the potential to affect unemployment
rates as well as the local and national economies
(Obiwuru, Okwa, Akpa & Nwankwere, 2011).

In an increasingly competitive world,
MSMEs with ready and motivated entrepreneurs
are expected to flourish, especially if an enabling
environment and supportive government policies
exist. Han (2018) define environment as everything
that surrounds a system. The business environment
refers to the physical surrounding (including
people) in which a business operates. Every
business unit functions in a peculiar environment.
Such environment presents opportunities or threat
from time to time. The business environment is
regarded as critical to global economic activity and
growth. Therefore, MSMEs do not operate in
isolation but within a given environment which
might shape their performance, survival, and
profitability. In the light of this there is a
compelling need to examine the influence of
business environment on business growth with a
view to devising solutions for successful micro,
small and medium scale business operation.

PROBLEM STATEMENT

Many business owners in Hong Local
Government Area of Adamawa State are not aware
of the effects of business environment on their
businesses. They run their business without a
perfect knowledge of business environment which
leads to massive failure of businesses. Many
scholars have written about MSMESs in Nigeria but
yet did not devise an adequate satisfactory way to
sustain business growth. For example, Aderibigbe
(2017) said Nigerian MSMEs have performed
below expectation due to a combination of issues
which varies from attitudes and habits of MSMEs
owners through environmental associated factors.
Since Aderibigbe (2017) found, there is strong
relation between business environment and its
success, this study is designed to determine how

business environments in Hong L.G.A affects the
success of MSMEs at the study area.

OBJECTIVES OF THE STUDY

The aim of this study is to investigate whether
business enterprises at Hong Local Government
Area have favourable environment. To achieve the
broad aim, the following specific objectives are set:

a. To find out whether there are adequate
accountability at these enterprises in the study area.
b. To find out whether there are adequate
funding of these enterprises in the study area.

C. To find out whether there are adequate
security in the study area.

d. To find out whether there are adequate
patronage of these enterprises in the study area.

e. To find out whether the enterprises are

carrying out strategic planning in the study area.

RESEARCH QUESTION

The following research question will be used to
guide the study:

. Is there an adequate accountability at
these enterprises in Hong Local Government
Area of Adamawa State, Nigeria?

1. Is there an adequate funding of these
enterprises in Hong Local Government Area of
Adamawa State, Nigeria?

1. Is there an adequate security in Hong
Local Government Area of Adamawa State,
Nigeria?

V. Do the enterprises have adequate
patronage of suppliers and consumers in Hong
Local Government Area of Adamawa State,
Nigeria?

V. Do the enterprises carrying out strategic
planning in Hong Local Government Area of
Adamawa State, Nigeria?

1. LITERATURE REVIEW

Business environment refers to those
factors that related to a business which affects
enterprise decision and business performance.
Cherunilan (2018) emphasized that a business’s
existence and success is determined by its inherent
strength (the resources at its disposal, such as
physical resources, financial resources, human
resources, skills, and organization) and its ability to
adapt to the environment. The business world is
growing Complex and organization must be able to
cope with problems that these complexities present.
Many businesses have been unable to supplement
their internal business environment with the
external business environment, resulting in
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organization inefficiencies and, as a result, being
mostly unproductive overtime (Kurtulus, 2012).
Despite the fact that the Nigerian economy appears
to be improving, the poor state of the country’s
telecommunication, transportation networks and
energy supply are all obstacles to MSMEs
organizational effectiveness.

According to Obiwuru, Oluwalaiye, and
Okwu(2011), business environment refers to the
totality of external and internal factors that
influence a company’s ability to survive and
flourish. The business environment elements
include: firm improvements in competitiveness and
ownership, market, technology, clients and
suppliers, laws and government policy, and socio-
economic trends (Onwukwe and Ifeanacho, 2011).
Economic, infrastructure, political, socio-cultural
entities, international institution, and technology
environment  (Blurtit, 2013; Yusuf, 2014)
Customers,  industry  trends, policies and
regulations, competitors, suppliers, distributors,
substitution, government activities, demography,
the economy, cultural and social influences,
innovations, and improved technology (Adeoye &
Elegunde, 2012).

The internal business environment refers
to the internal elements that influence how
operations are conducted and how successful they
are. Business internal environment includes: the
owners, board of directors, workers, the
organization’s culture, the physical workspace, and
all departments that make up the organization.
Hans(2018), Categorized the internal business
environment as: organizational culture,
organizational direction, mission and objectives,
management structure and nature, human resources
and other miscellaneous factors which include: the
firms business intelligence, the company’s brand
image and brand equity, physical assets and
facilities, research and technical skills, and
marketing resources.

A company’s external business
environment can be divided into micro and macro
environment. The micro environment refers to the
forces that influence an organization’s operation in
its immediate surroundings. It include: customers,
competitors, suppliers, Marketing, middlemen, the
general public, financiers, regulators, and strategic
partners  while macro environment offers
opportunities and also posing risks to a company.
The macro forces are generally more
uncontrollable, and a company’s success is
determined by its ability to adapt to the
environment. These include: economic
environment, political environment, technical

environment, social environment, legal
environment, cultural environment, and labour
environment (Kattookaran, 2016).

Consequently, external assessment looks
at opportunities and threats in the environment,
whereas internal analysis looks at the company’s
strengths and shortcomings. Both opportunities and
threats exist outside the influence of the firm. The
impact of the business environment on enterprises
varies depending on the economic situation of the
country or region (Ng & Kee, 2012). In
industrialized countries is stable, enterprises are
plainly better off in terms of the impact of the
business environment on enterprises in transition
economies like China, Thailand, or Vietnan
(Chittithaworn, Islam, Keawchana, & Yusuf,
2011). The need for SMES to mitigate the effect of
business environment on their businesses is of great
importance. Operators and owners of MSMEs
should be conversant with both internal and
external environment.

THE CONCEPT OF MICRO, SMALL AND
MEDIUM SCALE ENTERPRISES (MSMES)

Micro, Small and Medium Scale
Enterprises (MSMES) are businesses that maintain
revenues, assets or a number of employees below a
certain threshold. Each country has its own
definition of what constitutes micro, small and
medium scale enterprises. Certain size criteria must
be met and occasionally, the industry in which the
company operates is taken into account as well
(Daniel, 2020). According to the Small and
Medium Enterprise Development Agency of
Nigeria (SMEDAN), Micro Enterprises are those
enterprises whose total assets (excluding land and
building) are less than ten million naira with a
workforce of 1 to 9 employees. And Small
Enterprises are those enterprises whose total assets
(excluding land and building) are above ten million
naira to one hundred million with a workforce of
10 to 49 employees. While Medium Enterprises are
those enterprises with total assets (excluding land
and building) are above fifty million naira to one
Billion Naira with a workforce of 50 to 199
employees.

In Nigeria MSMEs have been seen and
believed to be the dynamic engine room for the
development of the economy because they form the
road map of business activities in a growing
economy, and also MSMEs have been seen as
pivotal instruments for economic growth and
development either in developed or developing
economies.
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CHARACTERISTICS OF MICRO, SMALL
AND MEDIUM SCALE ENTERPRISES

Onugu(2015) said that the major
characteristics of MSMEs in Nigeria is that they
serve as a linkage or relates to ownership base or
structure, which mainly revolves around an
essential man or family. Hence, the preponderance
of the MSNEs is a one-man business (sole
proprietorship) or more than one-man business
(partnership). Thus, even where the registration
status is that of a limited liability company, the real
fact of ownership in MSMEs is that of a one-man,
family or partnership business. Onugu(2015)
opined that other characteristics of MSMEs in
Nigeria are outlined as; labour intensive production
processes, inadequate to access relevant
information, lack of good succession plan, lack of
connection to international market , out-dated and
inefficient use of technology, high level cost of
production due to inadequate infrastructure and
wastages, deficiency to distinguish between
personal and business finance, limited access to
long-term finance, low quality product output, poor
management of financial resources, lack of
adequate financial record keeping system,
inadequate entrepreneurial skills, poor
documentation of policies and strategies,
ineffective education or technical background,
absence of research and development initiative,
over-dependent on imported raw material and
spare-part, little or no training system and
development for staffs, poor managerial skills due
to their inability to acquire skilled labour, poor
inter and intra-sectorial linkages, high business
mortality rate within their first two years, high
interest rate charged by banks, and weak capital
structure.

Despite all the efforts and support made
by government to see the MSMEs sector flourish in
order to achieve high performance, it is still
worrisome that MSMEs have not made a high
impact on the Nigerian economy; it underscores the
belief that there are fundamental issues that
confront MSMEs, but hitherto have not been
wholesomely tackled.

1. METHODOLOGY
Study Area: The project was carried out in Hong
Local Government Area of Adamawa State,
Nigeria. Hong L.G.A, is situated some 150km
North-East of Yola the Adamawa State capital.
Marketing is one of the major sources of income
among the inhabitants of Hong L.G.A, as their life
style that is provision shops, bakeries and table
water factories are found metered here and there at

every ward of the L.G.A depicts. According to
national population census, 2016 Hong Local
Government Area has an enterprise population of
2500.

Research Design: The descriptive survey design
was used. This design is choosen because, as
creswell (2012) posits, the design accounts for data
without manipulation or distortion. The design
allows the investigator to come across data as they
are.

Research Population: All business enterprises in
Hong metropolis from the population of the study,
these were estimated to be 2500 according to
national population census, 2016. These include
provision shop, table water factories, Bakeries,
grain procession plants, and animal and poultry
farm.

Sample Size and Sampling Techniques: A
sample of 100 enterprises was drawn using random
sampling techniques. The technique is choosen
because it represents the whole population of the
study.

Research  Instrument:  The  questionnaire
constituted the chief instrument of data collection.
This was supported by interviews and observation.

Data Analysis: Data collected for this study was
analysed using mean score and real limit of
response to make decision on the influence of
business environment on micro, small and medium
scale enterprises.

Research Question |

Is there an adequate accountability at the
enterprises in Hong Local Government Area of
Adamawa State, Nigeria?
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Table i: Mean and Standard Deviation analysis of accountability at the enterprises in Hong Local
Government Area of Adamawa State, Nigeria.

/Accountability N SA A D SD X Std.Dev.
IAccounts of MSMEs are audited annually by auditf100 [0 10 35 55 3.45 0.67
team from Hong Local Government Authority. 0% [10% [35% [55%

There is adherence to prescribed public financial100 |0 10 25 65 3.55 0.67
laws by the MSMEs in Hong Local Government 0% [10% [25% |65%

Area.

There are proper accounting records of 100 |12 14 26 48 3.10 1.05
MSMEs in Hong Local Government Area. 12% [14% [26% ©48%

Information on the financial dealings is always 100 [0 12 35 53 3.41 0.79
open to the public. 0% |12% [35% [53%

There are stiff sanctions to deter business 100 |15 17 28 40 2.93 1.08
owners from tax avoidance and tax evasion. 15% [17% [28% 40%

Keys: N= Sample size, SA= Strongly Agree, A= Agree, D= Disagree, SD= Strongly Disagree, X= Mean, Std.

Dev. = Standard Deviation.

Table | presents the results of Mean and
Standard Deviation analysis of accountability at the
enterprises in Hong Local Government Area of
Adamawa State, Nigeria. The result reveals that
10% of the respondents agreed that accounts of
MSMEs are audited annually by audit team from
Hong Local Government Authority while 90%
disagreed that audit team from Hong Local
Government Authority do not audit MSMEs
accounts (Mean= 3.45, Std. Dev.= 0.67). Again,
10% of the respondents agreed that there is
adherence to prescribed public financial laws by
the MSMEs in Hong Local Government Area while
90% disagreed (Mean= 3.55, Std. Dev. = 0.67).

Research Question 11

Also, 26% of the respondents agreed that there are
proper accounting records of MSMEs in Hong
Local Government Area while 74% have disagreed
with that (Mean= 3.10, Std. Dev.= 1.05 ).
Furthermore, 12% of the respondents agreed that
information on the financial dealings is always
open to the public while 88% disagreed that
information on financial dealings is not always
open to the public (Mean= 3.41, Std. Dev.= 0.79).
The grand Mean of all the items was revealed to be
3.29. With this grand Mean, it could be deduced
that, there is no adequate accountability at the
enterprises in Hong Local Government Area of
Adamawa State, Nigeria.

Is there an adequate funding of these enterprises in Hong Local Government Area of Adamawa State, Nigeria?

Table ii: Mean and standard Deviation analysis of funding of these enterprises in Hong Local Government
Area of Adamawa State, Nigeria.

Funding N SA A D SD X Std.Dev.
There is adequate funding of MSMEs by 100 [0 2 33 65 3.63 [0.53
government within Hong Local Government. 0% [2% [33% [65%

Most of the business enterprises of Hong Local100 (15 20 30 35 2.85 [1.07
Government Area have access to loan from 15% [20% [30%  [35%

government and individuals.

Majority of MSMEs in Hong Local Governmentare (100 |5 25 30 40 3.05 [0.93

not facing financial challenges. 5% [25% [30% @ 140%

There are no cases of shut down of any enterprise in100 [0 10 35 55 3.45 [0.67
Hong Local Government Area due to lack of funding. 0% [10% [35%  [55%

Budget are prepared and executed by the MSMEs [100 5 15 38 42 3.17 [0.87
based on public priorities. 5% [15% [38%  [42%

Hong Local Government Authority has no free access [L00 |6 12 34 48 3.24 [0.89

to the MSMESs budget. 6% |12% [34%  48%

Hong Local Government Authority always provides/100 |0 1 29 70 3.69 [0.49
capital to all the MSMEs within the local government. 0% (1% 9% [70%
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Keys: N= Sample size, SA= Strongly Agree, A= Agree, D= Disagree, SD= Strongly Disagree, X= Mean, Std.

Dev. = Standard Deviation.

Table ii presents the results of the Mean
and Standard Deviation analysis of funding of these
enterprises in Hong Local Government Area of
Adamawa State, Nigeria. The result reveals that 2%
of the respondents agree that there is adequate
funding of MSMEs by government within Hong
Local Government Area while 98% disagreed
(Mean= 3.63, Std. Dev. = 0.53). Also, 35% of the
respondents agreed that most of the business
enterprises in Hong Local Government Area have
access to loan from government and individuals
while 65% disagreed (Mean= 2.85, Std. Dev. =
1.07). In the same vein, 30% of the respondents

Research Question 111

agreed that majority of MSMEs in Hong Local
Government are not facing financial challenges
while 70% disagreed (Mean= 3.05, Std. Dev. =
0.93). Furthermore,10% of the respondents agreed
that there are cases of shut down of any enterprise
in Hong Local Government Area due to lack of
funding while 90% disagreed (Mean= 3.45, Std.
Dev. = 0.67 ). The grand Mean of all the items was
revealed to be 3.39. With this grand Mean, it could
be deduced that, there is no adequate funding of
these enterprises in Hong Local Government Area
of Adamawa State, Nigeria.

Is there an adequate security in Hong Local Government Area of Adamawa State, Nigeria?

Table iii: Mean and Standard Deviation analysis of security in Hong Local Government Area of Adamawa
State, Nigeria.

Security N SA A D SD X Std. Dev.

There is adequate security of lives and property[l00 |10 45 36 9 2.44 0.89

in Hong Local Government Area. 10% 145% [36% [9%

Hong Local Government Area is faced with the 100 |22 48 20 10 2.38 0.83

challenges of insurgency. 22% |48% [20% [10%

MSMEs in Hong are facing the challenges of theft. 100 15 36 25 24 2.58 1.02
15% [36% [25% [24%

Hong Local Government Authority is always100 [25 35 22 18 2.33 1.05

providing security to all MSMEs within the local 25% [35% 22% [18%

government.

Hong Local Government Area is one of the locall00 |50 25 15 10 1.85 1.02

government areas that are facing the problem of 50% [25% [15% [10%

Banditry.

Keys: N= Sample size, SA= Strongly Agree, A= Agree, D= Disagree, SD= Strongly Disagree, X= Mean, Std.

Dev. = Standard Deviation.

Table iii presents the result of Mean and
Standard Deviation analysis of security in Hong
Local Government Area of Adamawa State,
Nigeria. The result reveals that 55% of the
respondents agreed that there is adequate security
of live and property in Hong Local Government
Area while 45% disagreed (Mean= 2.44, Std. Dev.
= 0.89). Likewise, 70% of the respondents agreed
Hong Local Government Area is faced with the
challenge of insurgency while 30% disagreed
(Mean= 2.38, Std. Dev. = 0.83). Again, 51% of the
respondents agreed that MSMEs in Hong are facing

the challenge of theft while 49% disagreed (Mean=
2.58, Std. Dev. = 1.02). More so, 60% of the
respondents agreed that Hong Local Government
Authority is always providing security to all
MSMEs within the Local Government while 40%
disagreed (Mean= 2.33, Std. Dev. = 1.05). The
grand Mean of all the items was revealed to be
2.32. With this grand Mean, it could be deduced
that, there is no adequate security in Hong Local
Government Area of Adamawa State, Nigeria.

Research Question IV

Do the enterprises have adequate patronage of
suppliers and consumers in Hong Local
Government Area of Adamawa State, Nigeria?
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Table IV: Mean and Standard Deviation analysis of adequate patronage of suppliers and consumers in Hong
Local Government Area of Adamawa State, Nigeria.

Patronage N SA A D SD | X Std. Dev.
MSMEs in Hong Local Government have adequate | 100 | 32 38 25 5 | 203|088
consumers of their goods and services.
32% | 38% | 25% | 5%
Majority of business enterprises within Hong Local | 100 | 44 50 6 0 |218]|1.08
Government have adequate supply of the needed
materials. 44% | 50% | 6% | 0%
Goods and services supplied to MSMEs in Hong Local | 100 | 28 37 32 3 | 210|0.85
Government are timely.
28% | 37% | 32% | 3%
Most of the business enterprises within the Local | 100 | 42 46 10 2 1.72 | 0.73
Government are not facing the challenge of late
. . 4% | 46% | 10% | 2%
delivery of materials.
MSMEs are providing the needed goods and services. 100 | 45 47 8 0 1.63 | 0.63
45% | 47% | 8% 0%

Keys: N= Sample size, SA= Strongly Agree, A= Agree, D= Disagree, SD= Strongly Disagree, X= Mean, Std.

Dev. = Standard Deviation.

Table IV presents the results of the Mean
and Standard Deviation analysis of patronage at the
enterprises in Hong Local Government Area of
Adamawa State, Nigeria. The result reveals that
70% of the respondents agreed that MSMEs in
Hong Local Government have adequate consumers
of their goods and services while 30% disagreed
(Mean= 2.03, Std. Dev. = 0.88). It could also be
observed that, 94% of the respondents agreed that
majority of business enterprises within Hong Local
Government have adequate supply of the needed
materials while 6.0% disagreed (Mean= 2.18, Std.
Dev. 1.08). Again, 65% of the respondents

Research Question V

agreed that goods and services supplied to MSMEs
in Hong Local Government are timely while 35%
disagreed (Mean= 2.10, Std. Dev. = 0.85). In the
same vein, 88% of the respondents agreed that most
of the business enterprises within the local
government are not facing the challenge of late
delivery of materials while 12% disagreed (Mean=
1.72, Std. Dev. = 0.73). The grand Mean of all the
items was revealed to be 1.93. With this grand
Mean, it could be deduced that, the enterprises
have adequate and timely suppliers and consumers
of their products in Hong Local Government Area
of Adamawa State, Nigeria.

Do the enterprises carrying out strategic planning in Hong Local Government of Adamawa State, Nigeria.
Table v: Mean and Standard Deviation analysis of enterprises strategic planning in Hong Local
Government Area of Adamawa State, Nigeria.

Strategic Planning N SA IA D SD X Std. Dev.

Most of the business enterprises in Hong Local Government Area100 35 30 23 12 2.12 1.03

do not carried out feasibility study before establishment. 35% 30% 23% 12%

Majority of the MSMEs in Hong Local Government have no idea100 30 40 22 8 2.08 0.92

lof strategic planning. 30% 40% 22% 8%

Strategic planning is the best way for asuccessful 100 @45 35 15 5 180 [0.88

business. 45% 35% 15% 5%

Planning and budget are the key issues that help in proper 100 40 45 15 0 175 [0.70

coordination of business. 40% 45% 15% 0%

IWithout strategic plan, enterprises cannot grow. 100 |50 40 10 0 160 [0.67
50% 40% 10% 0%

The planning strategy and budget information availability to the 100 (35 20 25 20 235 [1.11

public is credible. 35% 20% 25% 20%

Keys: N= Sample size, SA= Strongly Agree, A= Agree, D= Disagree, SD= Strongly Disagree, X= Mean, Std.

Dev. = Standard Deviation.
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Table v presents the results of the Mean
and Standard Deviation analysis of the Mean and
Standard Deviation analysis of enterprises strategic
planning in Hong Local Government Area of
Adamawa State, Nigeria. The result reveals that
65% of the respondents agreed that majority of the
business enterprises in Hong Local Government
Area do not carried out feasibility study before
establishment while 35% disagreed (Mean= 2.12,
Std. Dev. = 1.03). Also, 70% of the respondents
agreed that majority of the MSMEs in Hong Local
Government have no idea of strategic planning
while 30% disagreed (Mean= 2.08, Std. Dev. =
0.92). Again, 80% of the respondents agreed that
strategic planning is the best way for a successful
business while 20% disagreed (Mean= 1.80, Std.
Dev. = 0.88). Furthermore, 85% Of the respondents
agreed that planning and budget are the key issues
that help in proper coordination of business while
15% disagreed (Mean= 1.75, Std. Dev. = 0.70).
The grand Mean of all the items was revealed to be
1.95. With this grand Mean, it could be deduced
that enterprises in Hong Local Government Area of
Adamawa state, Nigeria do not carry out in their
business before and after establishment.

V. DISCUSSION OF FINDINGS

The result from table | shows the analysis
of accountability at the micro, small and medium
scale enterprises (MSMES). The result revealed that
there is no adequate accountability at the MSMEs
in Hong Local Government Area of Adamawa
State, Nigeria. This could be due to the fact that
some enterprises do not know how to keep
accounting records of their daily transaction which
leads to misuse of finance, probably because they
lack managerial knowledge or accounting skills.
On the other hand, government does not pay
attention to audit MSMEs accounts to keep them
on track. This negligence by the government has
led to poor accounting in MSMEs. The finding is in
agreement with that of Chittithaworn et al (2011),
who asserted that inadequate records keeping and
inefficient in the overall management system are
also the major features of most MSMEs, and lack
of essential and required expertise in the production
process, maintenance, technical competence,
procurement and finances have always resulted in
funds misapplication, costly and wrong decision
making.

The result from table Il shows the analysis
of funding at the micro, small and medium scale
enterprises (MSMES). The result revealed that there
is no adequate funding of these MSMEs in Hong
Local Government Area of Adamawa State,

Nigeria. This could be due to the fact that
enterprises have challenge of accessing fund or
loan from government and individuals probably
because of lack of trust or misplacement of priority
by the government. MSMEs in developing
countries generally find it difficult to access formal
bank loans because of extremely high risk of
default, incapability to provide the required
physical collateral and low profitability. Besides
insufficient start-up capital from the personal
savings of an individuals and the contribution from
friends and relatives, there are still constrained
access to institutional finance from the capital
market and banks because of wrong and
unacceptable feasibility report, inability to raise the
required equity contribution, lapses to provide
collateral securities and incomplete financial
documentation. The findings is in agreement with
that of Okpara (2011), who asserted that inadequate
financial sources are the primary constraints faced
by MSMEs and entrepreneurs need to use their
personal sources to start up their business and to
expand the operations, still yet the internal financial
sources are usually insufficient. Alkali and Isa
(2012), also argue that there are policy biases
towards MSMEs. MSMEs have difficulty in
growing due to insufficient collateral, high
transaction costs, and incapability to deal with the
complexity of formal financial institution.

Table 111 shows the analysis of security of
the study area. The result revealed that there is no
adequate security of lives and property in Hong
Local Government Area of Adamawa State,
Nigeria. Hong Local Government is faced with the
challenge of insurgency, theft, and banditry
whereas, government authority do no provide
adequate security to the enterprises within the local
government. This has led to loss of lives and
property by individuals and MSMEs in Hong Local
Government Area of Adamawa State, Nigeria. The
finding is in agreement with Peterside (2014), who
asserted that properties worth billions of naira have
been destroyed and many businesses have come to
a standstill because of insurgency and theft.

The result from table 1V shows the
analysis of patronage at the enterprises in Hong
Local Government Area Adamawa State, Nigeria.
The result reveals that there is adequate and timely
supplier and consumers of MSMEs products
probably because of capability to create innovation,
image, exclusive branding, or appropriate support
from marketing infrastructure. The findings is not
agreement with that of Dugguh (2013), who argued
that marketing system is another problem facing
the growth of enterprises, because many enterprises
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are confronted with problem of communicating
product  features,  marketing effort and
implementing sales to win and retain customers,
pricing products and services in an attractive way,
establishing effective distribution channel and
undertaking constant product development in order
to sustain sales.

The result from table V shows the analysis
of strategic planning at the micro, small and
medium scale enterprises (MSMEs). The result
revealed that enterprises do not carry out strategic
planning before and after establishment. This is
another problem that MSMEs face which hinders
their growth. This findings is in agreement with
that of Buowari(2015), who claimed that MSMEs
lack strategic planning system because, well active
and sound planning serves as a necessary input for
sound decision making for new ventures or existing
enterprises to succeed in terms of profits
maximization and the rest.

V. CONCLUSION

The business environment is increasingly
becoming complex, whereas businesses must
become accustomed to the challenges posed by the
complexity of the environment. It is obvious from
the findings of this study that internal and external
environment influenced the success of MSMEs.
Successful business operations required adequate
accountability, funding, security, patronage and
strategic planning. Modern business environment
demand proactive business strategies to combat
emerging challenges, Therefore, MSMESs operators
must acquire necessary capacity to understand and
mitigate the effects of internal and external
business environment to achieve their business
vision and objectives.

VI. RECOMMENDATIONS
The following recommendations were made based
on the findings of the study:
l. The government should audit the accounts
of MSMEs annually to keep them on track for
proper accountability.
Il. The government should provide access to
finance, and improve the business environment in
order to promote the business growth of MSMESs in
the region.
Il. The government should provide adequate
security of life and property in Hong Local
Government Area of Adamawa State to tackle the
challenge of theft, insurgency and banditry for
MSMEs to grow.
IV. Individuals and financial institutions

should always provide loans for MSMESs owners at
low interest rate.

V. MSMEs owners should always keep a
proper accounting record of their daily transactions
to help them assess their profits and losses.

VL. MSMEs information on financial dealings
should be open to the public to checkmate from tax
evasion.

VII. MSMEs owners should always carry out
feasibility study before establishment.

VIII. MSMEs owners should always plan and
budget how to coordinate their businesses for
proper growth.

IX. MSMEs owners must be abreast of the

challenges posed by internal environment and put
in place adequate internal control mechanism that
will lead to optimal performance.

X. MSMEs operator should be able to
identify opportunities and threats in the external
environment to mitigate threats and optimize
opportunities for successful business operations.
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