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ABSTRACT 
The study sets examined the relationship between managerial skill and performance of SMEs in 
Nigeria. The study was carried out within Aba, Abia state in Nigeria using a Descriptive/Survey 
research design. Questionnaire were administered to respondent in 2018 of which their responses 
were analyzed using pearson correlation with the aid of Statistics Package for the Social Sciences 
(Version 20). Findings from the study revealed that, Technical skill has a strong positive relationship 
with the performance of SMEs and it is significant while, leadership Skill has a positive but weak 
relationship with the performance of SMEs but it not significant. Therefore, it is recommended that, 
Government should intervene to provide training centers that will give managerial training 
especially in the aspect of their leadership quality to the SME owners. This is necessary to burst the 
performance of the SMEs since they are part of the drivers of economic growth of the nation. This 
can be done in such a way that the attendance period to be designed by the government 
representatives in collaboration with SME owners' union leaders and a valid and recognized 
certificate should accompany the training. This will make attendance convenient for the existing SME 
owners. 
Keywords: Technical skills, Managerial Skill, Small and Medium Scale Enterprises, SME’s 
Performance. 
 

Introduction 

Small and medium scale enterprises (SME's) are sources of economic growth and development for 

every nation, because as they grow, the economy grows too. In 1990, the Federal Government of 

Nigeria defined small scale enterprises for the purpose of commercial bank loans, as those enterprises 

whose annual turnover does not exceed N500,000.00 (Five hundred thousand Naira) for merchant 

bank loan enterprises with capital lent not exceeding 2 million Naira excluding the cost of land or a 

minimum of N5 Naira. In this era of industrialization, where the development index of nations is 

measured basically on their achievement in terms of provision of welfare to their populace, small 

scale businesses play a role as employment providers in a way that ensures equitable income 
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distribution (Kuratko, 2005). Thus, Ayanda and Laraba (2011), describes small businesses as "mighty 

minors” that functionalize market economics and remove or minimize imperfection, actors that 

impede adaptation to change. SME's are generally believed to be the most appropriate scale of "or 

developing economics like Nigeria (Baptista; Escaria, and Madruga, 2008). After Nigeria 

independence of 1960, much emphasis has been laid on the growth of small and medium scale 

industries as a means of reducing the incidence of poverty and unemployment in the country. Apart 

from SME’s potential for self-reliant, industrialization using local raw materials, they are in a better 

position to boost employment, guarantee even distribution of industrial development and facilitate 

the growth of non-oil export. Fissaela (2000), stated that SME’s employs about 22% of the adult 

population in developing economies while Fabayo opines that small firms are major source of 

employment opportunities for a wide cross section of the workers example the young, old part time 

workers and cyclically unemployed. Kombo submitted that SME’s has contributed greatly to the 

growth of Kenya economy accounting for 12 to 14% of GDP, through creating employment 

opportunities, training entrepreneurs and providing a source of livelihood for the majority of low 

income household in the country. Hence promoting of small enterprises in developing economies 

like Nigeria will bring about distribution of income and wealth, economic self-reliance, 

entrepreneurial development and lots of other positive economic uplifting factors. SME’s are 

verifiable engines for attainment of national objectives in terms of employment generation at low 

investment cost, development of entrepreneurial capacities and ingenious technology. They reduce 

the flow of people from rural to urban areas and can easily be established with minimal capital. They 

also contribute substantially to the country's Gross Domestic Products (GDP) and exports earning aid 

development of employment opportunities. 

 

 

In an effort to keep the benefit of SME's, successive administrations in Nigeria have formulated and 

implemented different strategies to create enabling environment for formation and growth. Prior to 

1970-1975 National Development plan, the Nigeria Development plans and their strategies were 

directed towards supporting LSB’s (Osamwonyi & Tafomal, 2010). But by 1970, the policy makers' 

attitude to SME’s began to improve and in subsequent development plans they have been very 
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specific on the importance of the small and medium scale enterprises (SME’s) subsector to the overall 

economy (Nwankwo, Ewuim & Asoya, 2012). Since then, they have been given increasing policy 

attention and economic development (Mambula, 2002).   Another reason that might account for that 

was the realization of the potentials of SME’s in terms of positive contributions to economic 

development in many countries (Schemer & Woller, 2003). 

 

The first move was the setting up of the thirteen industrial centers (IDC) during the 1970-1975 

National Development Plan which aimed at providing extension services to small scale enterprises 

(Arogundade, 2011). This was followed by the establishment of financial institutions to provide 

credits for SME’s. Banks such as Nigeria Industrial Bank, Peoples Bank and Community Banks were 

also established for that purpose (Nelson & Johnson, 1997). Some other programmes aimed at 

supporting SME’s included: The World Bank Assisted Scheme, National Economic Reconstruction 

Fund (NERFUND), the Export Stimulation Loan Scheme (ESL), The Rediscounting and Refinancing   

Facility (RRF), The National Directorate of Employment (NDE), Fadama Programmes and Poverty 

Alleviation Programmes/National Poverty Eradication Programme (NAPEP) (Ehinomen & Adeleke, 

2012; Olugbenga, 2012). 

 

Contraryto the expectations of all the bodies responsible for the formulation and implementation of 

the above programmes that Nigerian business environment would be a home for the evolution of 

SME's, it however, emerged as an unsuccessful one. Chuta (2012), observed that: SME’s in Nigerian 

business environment are like fishes out of water, as a result of its unsuitability for their growth. 

Nnodim (2012), also observed that poor management is the number one reason why businesses fail. 

The use of larger part if not all the profit by the owners for personal effects, and inappropriate rules 

guiding given out of credit, may be a common source of SME’s degradation since this affect not only 

the profit of the business but also the capital. The issue of lack of outlining strategies plans in the 

form of vision and objective or not working with it may also lead to lack of direction. Given the 

above stated factors that may be identified as lack of managerial skills, there is need to study the 

impact of managerial skills on SME’s performance in Abia State. 
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Statement of Problem 

According to Hersey, Blanchard and Johnson (2007) most SME’s die within the first five years of 

existence, while a smaller percentage goes into extinction between the 6th and 10th year. Many 

factors have been identified as contributing to this premature extinction. Studies such as that of 

Chendo (2013); Luper and Kwanum (2012) and Uchenwamgbe (2013) found out that the major 

reason that militates against the growth of SMEs in Nigeria is the lack of managerial skills, 

insufficient capital, irregular power supply, infrastructural inadequacies, lack of focus and inadequate 

market research. 

With the advent of improved infrastructures and other business enabling scheme by the current led 

Buhari administration which came on board 2015 such as market loans to SMEs and the installation 

of power plant within Aba Market which is the hub of SMEs in Nigeria. This study intends to focus 

on the managerial skills of the owners of the SMEs within Aba in Abia State Nigeria in 2018 which 

is more contemporary compared to previous studies and to see if there exist a relationship between 

managerial skills of the SMEs in the face of improved business conditions and the financial 

performance of the SMEs. As a result, the study seeks to explore the following specific objectives: 

To examine the relationship between technical skill and performance of SME’s in Nigeria. 

To ascertain the relationship between leadership skill and performance of SMEs in Nigeria. 

 

LITERATURE REVIEW 

2.1 Conceptual Framework 

SME’s are one of the areas that are currently receiving academic and policy attentions but up todate, 

differentiating SME’s from other scales of businesses such as large, medium and micro   defies    

universal   definition (Chendo, 2013; Luper    &    Kwanum, 2012; Uchenwamgbe, 2013).  

Researchers and other stakeholders have looked at the issues based onsome specific criteria such as 

value added and value of assets, annual sales or number of employees (Amboise & Muldowney, 

1988; Uchenwamgbe, 2013). In Nigeria, the Central Bank defined the construct on the basis of total 

asset and number of employee (Chendo, 2013). Nevertheless, the National Council on Industry 

(1996), cited in Egbetokun (2008) and Osotimehin and Olajide (2012), defined that micro business 

is a business whose total cost, including working capital but excluding cost of land, is not morethan 
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N l,000, 000 million and a labour size of not more than 10 employees, while SME is a business whose 

total cost, including working capital but excluding cost of land, is over NI million but not more than  

N40 million and a labor size of between 11 and 35 employees. 

 

Based on the above, it seems that in Nigeria there is no consensus on the definition of SME’s, but 

they are defined along three dimensions: in terms of either employment or investment, or a 

combination of any two, or all. It is also worth deducing that any business with capital base worth   

N1 million or has a number of employees up to 11 is regarded as an SME. Since organizational goal 

achievement is the main yardstick of measuring the degree of SMEs' performance, a good 

measurement of SMEs’ performance should be able to consider the goal of the owner or a policy 

designed to promote the sector in the areas of some specific results such as sales output and 

profitability which defines business continuity (Marr & Schiuma, 2003). This is an indication that, 

the managerial skills of an entrepreneur are very vital to the success or failure of the SME’s 

(Osamwonyi & Tafamel, 2010).  

 

2.1.1 Concept of Managerial Skill 

A manager has been defined as the person responsible for planning and directing the work of a group 

of individuals, monitoring their work and taking corrective action when necessary, Management 

skills are all encompassing. (Hersey, Blanchard & Johnson, 2007). They are essentially necessary for 

all managers to enable them accomplish the vision and mission of SME’s. 

Managerial skills or techniques are developed out of theory and practice. Even though relatively few 

managerial techniques develop out of theory and practice, research and scholarly activities will 

continue to add value to existing techniques. 

Precisely in 1990, the Federal Government of Nigeria defined small scale enterprises for the purpose 

of commercial bank loans as those enterprises for the purpose of commercial bank loans as those 

enterprises whose annual turnover does not exceed N 500,000 thousand naira and for merchant bank 

loan enterprises with capital investment not exceeding N2 million naira (excluding the cost of land 

or a minimum of N5 million naira) 

Papulova (2007), identified four areas of managerial skills and these includes: 
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Technical skill-this is not skill related to technology, such as skills of engineer. Rather, it represents 

the managerial skill of using methods like break even analysis in planning or ability to prepare for 

and structure work in an organization. 

Interpersonal skill-the skill of knowing how to lead people and the ability to motivate workers. This 

skill enables manager to provide solutions to work conflicts and work harmoniously with people. 

Conceptual Skills-the skills of looking at and working with the organization as a small and 

controllable unit and appropriately relating it with the surrounding environment. 

Communication Skills-the skill of receiving and disseminating information.  

The basic task of all managers at all levels and in all kinds of enterprises is to design and maintain an 

environment which can accomplish organizational goals and objectives, as well as provide 

satisfactory services to the customer. Traditionally, management is concerned with four main 

functions: 

Planning all activities 

Organizing tasks and works are distributed among staff and others,  

 Leading people in (planning, organizing, controlling, communicating and team work) and 

Controlling (standards of performance). 

This view of management skill looked at it from managing SMEs, because the knowledge of formulas 

of break-even analysis, economic order quantity and many others may help, though impossible 

because of inadequate data to apply them (Fiberesima & Rani, 2012; Monisola, 2013), and even if 

they obtained the data, they lack the ability to process and interpret them (Egwuonwu, Mohammed, 

& Momoh, 2011). Shehu, Aminu, Kamariah, Mat & Nasiru (2013), observed that it is not necessary 

for SME owner in Nigeria, provided he/she can make some practical estimates of his/her market and 

capacity, he/she is skillful. 

 

Another view of managerial skill which is more relevant to SME’s than the one above is that of 

Lowden (1990), which looked at the situation from the angles of management functions such as:  

Planning skills-the skill of allocating resources, developing alternatives;  

Organizing skill-designing structure, coordinating parts, arranging delegation, and managing conflict 

and change in an organization;  
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Leading skills-implementing decisions, forming communications, and developing personnel; 

 Controlling skills-establishing- standards, measuring performance, taking action and instigating, 

self-control.  

But performing management function alone in an SME as identified by this view may be irrelevant 

because they were formulated based on experience from management of SMEs. Agbim (2013), 

identified the planning and budgeting skills; detecting changes; maintaining good customer relations 

and ensuring correct financial records as the managerial skills related to SMEs. Seven specific 

managerial skills may be drawn from these four management functions: Establishing goals, allocating 

resources, managing conflict, communication skill, measuring performance, taking action and self-

control. 

 

Shehu, Aminu, Kamariah, Mat and Nasiru(2013), examined the relationship of owner/manager 

knowledge, competitive intensity, complexity of marketing, technical competence, firm size with the 

mediation of advisory services on the performance, using structured questionnaire on 198 

manufacturing SMEs operating in Kano State. The regression result indicated significant relationship 

between owner/manager knowledge and performance. This study established relationship between 

owner/manager knowledge and SMEs performance but did not payattention to the skill or 

performance level. Kiberesima and Rani (2012), studied the impact of strategic management on 

business success in 40 SMEs of Port Harcourt, Rivers State. The study analyzed collected through 

questionnaire method with descriptive statistics and reported that majority of the SMEs were either 

disorganized in their practice of strategic management or made no attempt and that strategic 

management was found to be positively related SMEs performance. 

 

2.2 Theoretical Framework 

2.2.1 The Managerial Grid Theory 

As propounded by Blake and Mouton (1964), the managerial grid theory was developed based on the 

study of Fleishman on initiating structure and consideration. In line with this, consideration is seen 

as behaviors of managers reflecting respect for subordinates' ideas and consideration of their feelings 
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while Initiating structure referred to the extent to which a managerial leadership skills are structured 

by defined roles of the leader and those of subordinates in order to achieve formal organizational 

goals (Blake and Mouton 1981). If this coherent managerial grid skill is lacking the firm is bound to 

fail in the pursuit of its goal, Shehu, et al (2013) and Kiberesima et al (2012) carried out studies on 

managerial skill and firm’s performance. They all found a positive relationship between the 

managerial skill variables and firm’s performance. This is a pointer to the fact that the effect of 

managerial skill in all-encompassing spheres cannot be overemphasized.  

In line with the above submission of scholars as to what the theory of managerial grid is and in 

relation to firm performance. It becomes necessary to link this theory to this study to see whether or 

not the managerial skill of the SMEs in Aba has a relationship with the financial performance of the 

SMEs.

 

METHODOLOGY 

The study adopts a descriptive/survey research design aimed at finding out the effect of managerial 

skills on performance of SMEs in Nigeria. To effectively carry out this research, questionnaire was 

administered to respondent within the manufacturing sector of the SMEs Aba, Abia State in Nigeria 

of which their responses were used for analysis using simple averages from the frequencies of their 

response. out of the 200 questionnaires that were giving out to the SMEs and various stakeholders 

only 150 questionnaires were returned this then form the basis for the sample size. 

Ten structured questions were presented based on a YES or NO response but only the questions in 

line with the related specific objectives will be tested using Pearson correlation to examine the 

relationship between the variables under study. The correlation coefficient is measured on a scale of 

between -1 and +1. A correlation coefficient of -1 indicates a perfect negative correlation while that 

of +1 indicates a perfect positive correlation. A correlation coefficient of between -1 and -0.5 
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indicates a strong negative correlation coefficient while that of between +0.5 and +1 indicates strong 

positive correlation. Similarly, a correlation coefficient of between -0.5 and 0 indicates a weak 

negative correlation while that of between 0 and +0.5 indicates a weak positive correlation. It is 

therefore on this basis that the hypotheses will be tested. 

 

DATA PRESENTATION AND ANALYSIS 

This section is concerned with analysis of the answers to the questionnaires administered to the 

respondents. 

4.1 Data Presentation  

Section A: Bio Data of Respondent 

Table 4.1: Number of Respondent, Age and Gender 

Gender Age Total Percentage 

 18-25yrs 26-35yrs Above 

36yrs 

  

Male 40 30 20 90 60 

Female 30 20 10 60 40 

Total 70 50 30 50 150 

Source: Survey, 2018 

Comment: From the table above, 60% of the respondents were male while 40% of them were 

females.  This depicts an even gender equality engagement of work force by the SMEs. 
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Table 4.2: Educational qualification of Respondents 

Education level No. of respondents Percentage (%) 

Certificate 90 60 

Diploma 30 20 

Degree 25 16 

Masters 5 4 

Total 150 100 

Source: Survey, 2018 

Comment: The findings in the table above show that 60% of the respondents are first school leaving 

certificate holders, 20% are diploma holders, 16% have First degree while only 4% have masters 

qualification.  This implies that data for the study was obtained from educated respondents who have 

idea on the use of technologies and innovation in the manufacturing sector hence the data is reliable. 

Table 4.3: Job/Positions of Respondents 

Job/Positions Male Female TOTAL 

Staffs 50 40 90 

Managers 30 15 45 

Business 
owners 

10 5 15 

TOTAL 90 60 150 

Source: Survey, 2018 

60% of the respondent are staffs and workers in the various manufacturing SMEs, 45% of the 

respondent are managers while, the remaining 15% are business owners. 
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Table 4.4: Number of Years in Business 

Gender Year Total 

 1-5yrs 6-10yrs Above 

10yrs 

 

Male 50 70 30 150 

Source: Survey, 2018 

Comment: From the table above, 33.3% of the respondents were have been in production and 

business for 1-5 years while 46.7% of them have been in the business for 6-10 years. The remaining 

20% have been in business for more than 10 years. This depicts the level at which the various 

managerial skills have sustained the SMEs overtime. 

SECTION B 

4.2 Correlation Analysis of Responses  

Hoi:Technical Skill has no significant relationship with the performance of SMEs in Nigeria. 

Correlations 

 YES NO 

Spearman's rho 

YES 

Correlation Coefficient 1.000 1.000** 

Sig. (2-tailed) . .000 

N 2 2 

NO 

Correlation Coefficient 1.000** 1.000 

Sig. (2-tailed) .000 . 

N 2 2 

**. Correlation is significant at the 0.01 level (2-tailed). 
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Given that the calculated correlated value in table1 section B above is 1.000 and 1.000 which 

indicates that Technical skill has a perfect positive relationship with performance of SMEs and is 

significant. 

Hoii: Leadership Skill has no significant relationship with the performance of SMEs in Nigeria. 

Correlations 

 YES NO 

Spearman's rho 

YES 

Correlation Coefficient 1.000 .500 

Sig. (2-tailed) . .667 

N 2 2 

NO 

Correlation Coefficient .500 1.000 

Sig. (2-tailed) .667 . 

N 2 2 

 

Given that the calculated correlated value in table 2 section B above is 1.000 and 0.500 which 

indicates that the leadership skill of the SMEs has a positive but weak relationship with their 

performance and is not significant at a correlation level of 0.667 which is above the accepted 

significant level of 0.05 

Findings 

This study found out that managerial skill has a positive relationship with the performance of SMEs 

in Aba, Abia State Nigeria. This is in line with the studies of Kiberesima and Rani (2012), who 

carried out a study on the impact of strategic management on business success in 40 SMEs in Port 

Harcourt, Rivers State. The study analyzed collected through questionnaire method with descriptive 

statistics and reported that majority of the SMEs were either disorganized in their practice of strategic 
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management or made no attempt and that strategic management was found to be positively related 

SMEs performance and poor SMEs' performance in Rivers State.  

The striking difference about this study is the fact that this study carried out in Aba split managerial 

skill into technical and leadership skill. The study found out that the technical skill has a significant 

relationship with SMEs performance while the leadership skill has no significant relationship with 

the performance of the SMEs. This is because as SMEs are managed by competent educated people 

who bring technical innovations into the business they still fail to develop the required leadership 

skill that will spur workers into high performance and high returns to the firm which is one of the 

basic arguments of the managerial grid theory as postulated by Blake and Mouton (1964). 

Conclusion 

Based on the findings of the study it is concluded that: 

Technical skill has a strong positive relationship with the performance of SMEs and it is significant. 

Leadership Skill has a positive but weak relationship with the performance of SMEs but it not

significant. 

Recommendations 

Government should intervene to provide training centers that will give managerial training especially 

in the aspect of their leadership quality to the SME owners. This should be done in such a way that 

the attendance period to be designed by the government representatives in collaboration with SME 

owners' union leaders and a valid and recognized certificate should accompany the training. This will 

make attendance convenient for the existing SME owners. 

Governments, also at local level should through their cooperative offices be sending their qualified 

staff to be interacting with SME owners at their places of business to identify their areas of 

weaknesses and give them support as appropriate. 

NGOs should in collaboration with SME owners' union leaders organize workshops fairness men and 

women that will enhance their managerial capability. 
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