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Abstract 

 

The current economic downturn, occasioned by the Covid-19 Pandemic has created high levels of 

turbulence for many businesses, requiring only the ability to turn strategies into action. The presence of 

good strategic plans can help businesses become less vulnerable to the volatile business environment. The 

objective of this study was to assess the impact of Strategic Management variables on the performance of 

Small and Medium Scale Enterprises (SMEs) in Nigeria in order to improve their sustainability. The study 

used a survey setting with questionnaire administration to collect data on factors related to business 

structure, orientation, and performance. The information was gathered from a sample of small and 

medium-sized businesses in Lagos. A total of 270 questionnaires were distributed, with 240 collected using 

the early and late response technique. This equates to an 89 percent response rate. The collected data was 

analyzed using regression analysis at a 5% level of significance. The findings revealed that strategic 

management and organisation structure have positive and significant effect on SMEs performance, with 

coefficient and probability values of: Strategic management (β1 = 0.6412, P-value<0.05) and organisation 

structure (β2 = 0.3201, P-value <0.05). The F-stat (32.971, P-value<0.05) shows the fitness and overall 

significance of the regression model. It implies that strategic management and organisation structure are 

good predictors of SMEs performance. The Adjusted R2 suggested that 37.5% change in SMEs performance 

is accounted for by strategic management and organisation structure. Since strategic management and 

organisation structure are key determinants of SMEs performance, it is recommended that SMEs should be 

proactive, innovative, and strategic in order to improve performance. They should recognize that ability to 

adapt to external environmental changes is only one of several factors that contribute to performance. So, 

relevant skills should be honed to spot growth opportunities among other development initiatives. 
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INTRODUCTION 

 

One of the main issues that most policymakers are concerned about is how to improve the economy by 

supporting small and medium-sized businesses in order to sustain their economic development. As a result, 

identifying appropriate strategies to support and develop small and medium-sized enterprises is a major 

concern for policymakers in various countries (SMEs). To address global challenges impeding sustainable 

development, world leaders established the Millennium Development Goals (MDGs) in 2000, which were 

expected to be achieved by 2015. The first MDG is to “eradicate extreme poverty and hunger.” As a result, 

it became critical for the world's nations to establish strong socioeconomic structures that would serve the 

interests of the majority of their citizens, particularly the poor. Since then, various countries have worked 

to raise their citizens' living standards in order to achieve this goal, as well as the other Millennium 

Development Goals (Etuk, Etuk, &Baghebo, 2014). 

 

The importance of small and medium-sized enterprises in a developing economy like Nigeria can be 

enormous, because they dominate the Nigerian economy in agricultural, construction, manufacturing, 

commerce and industry, services, trading, and so on. Small and medium-sized enterprises (SMEs) are 

important in both developed and developing economies (Adelekan, Eze & Majekodunmi, 2019; Eze, 

Oladimeji & Fayose, 2019; Eze & Chambe, 2021). According to SMEDAN (2012), SMEs contribute more 

than 55 percent to GDP and more than 65 percent of total employment in developed economies, and they 
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also play a significant role in developing economies, contributing 60 percent to GDP and more than 70 

percent of total employment (SMEDAN, 2012). Small and medium-sized businesses are extremely 

vulnerable, and their failure rate is so high that no nation can afford to ignore it. According to the Business 

Statistics Office (UK), 60% of small businesses fail within the first three years of operation. The picture is 

similar in the United States, where eighty percent of all start-ups fail within their first five years. According 

to the Nigerian Economic Summit Group (2002), approximately 70% of Small Enterprises in Nigeria fail 

within the first five years of operation. Given this, increased efforts are urgently required to reduce the 

fatality rate of Small and Medium Scale Enterprises. A more robust SMEs sector will contribute to a 

nation's wealth without the need for sophisticated technology investments. Despite the fact that every 

country, including Nigeria, has established some programs to help its own SMEs, the efforts of 

entrepreneurs are the most important in determining the performance of this industry. Entrepreneurial 

success is determined by the careful selection and correct application of appropriate strategies. 

 

Literature on strategic management has been primarily geared toward large corporations. Small and 

medium-sized enterprises (SMEs) do not usually attract attention, and as such, they prefer to operate in 

their usual manner and mindset. SMEs should not be discouraged from implementing strategic 

management if they have not already done so. It can begin with its own style and gradually incorporate 

strategic management in areas of relevance to the business external environment, business strategy, 

organisational structure, and organisational process. The study aims to assess the relationship between 

Strategic Management activities and the performance of Small and Medium Scale Enterprises (SMEs) in 

Nigeria. In relation to this objective, the  null hypotheses tested are: H01: There is no significant 

relationship between strategic management and SMEs performance; H02: There is no significant 

relationship between organisational structure of SMEs and performance. 

 

The paper is sectionalised into four; following the introduction is literature review as section two, research 

methods as section three and section four is conclusion and recommendation.  

 

LITERATURE REVIEW 

  

SMEs contribute to the level of industrialization, modernization, and urbanization, as well as gainful and 

meaningful employment for all those who are able and willing to work, equitable distribution of income, 

welfare, income per capital, and quality of life enjoyed by the citizenry (Aremu & Adeyemi, 2011), their 

performance and growth are major drivers and indices for the level of industrialization, modernization, and 

urbanization (Farouk & Saleh, 2011). The global recognition of the SMEs sector is viewed as an important 

force in driving economic growth and job creation in both developing and developed countries (Ariyo, 

2008); this is well documented (Birch, 1989; Storey, 1994). SMEs (companies with 200 or fewer 

employees) constitute the largest business sector in every global economy, and governments around the 

world are increasingly promoting and supporting SME growth as part of their overall national development 

strategy. According to Harrison and Watson (1998), the flexibility of SMEs, their simple organisational 

structure, low risk, and receptivity are essential features that enable them to be innovative. 

 

The importance of SMEs in economic development, poverty reduction, increased employment, output, 

technological innovation, and social status and standard rising is globally recognized and acknowledged in 

developed as well as developing economies. Small and medium-sized enterprises have been identified as 

having enormous potential for long-term development. Employees laid off by large corporations have 

primarily been absorbed back into the labor force as a result of the growth of SMEs (Storey, 1994). 

Through the multiplier effect, this employment generates income for regions, which stimulates local 

economic activity and, as a result, drives wealth and job creation (Walker & Webster 2004). Micro, small, 

and medium-sized businesses must not only be perfect in their field, but also conserve eventually, in order 

to compete and sustain successfully on a local and global scale. Even though it is a component of business 

management, performance management can be one of the most difficult challenges faced by businesses in 

the SMEs sector, especially in terms of survival and competitive advantage. Mbonyane (2006) observed 

that small businesses fail and do not succeed because cash flow is not properly managed if management is 
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not trained and educated on how to manage finance. Performance is measured in both financial and non-

financial terms, with the main components being "sales-based and firm-based." Empirical evidence 

suggests that there is a significant relationship between competitive advantage and organisational sales-

based performance. Sales-based performance is measured using profitability, growth, productivity, level of 

sales revenue, market share and product, return on investments, and product added value (Wang & Lo, 

2003; Neely, 2005). Furthermore, previous research has shown that there is a significant relationship 

between competitive advantage and firm-based performance of organisations. Firm-based performance is 

measured by the emphasis placed on employee development, customer satisfaction, job satisfaction, and 

the efficiency of organisational internal processes (Neely, 2005; Wang & Lo, 2003). 

 

Strategic Management Ideology 

According to Eadie (1989), strategic management entails the following:  An action orientation - an action 

orientation ensures that any document has built-in implementation processes, such as detailed action plans, 

schedules, accountabilities, and specified costs; and it recognises the importance of design - design 

involves matching desired outcomes with the processes to achieve them, so that what an organisation 

accomplishes through strategic management is measurable. Strategic management, therefore, conceptually 

aims to extend the strategic vision throughout all units of the organisation, encompassing every 

administrative system. Instead of being mechanistic, it acknowledges the central role of individuals and 

groups, as well as the influence of corporate culture.  

 

Concept of SMEs  

Small and medium-sized enterprises (SMEs) have long been recognized as a tool for economic growth and 

development, according to Ayyagari (2007) and the World Bank (2001). This growing recognition has 

resulted in the World Bank Group's commitment to the small and medium-sized enterprise (SMEs) sector 

as a key component of its strategy to promote economic growth, employment, and poverty alleviation. In 

2004, the World Bank Group approved approximately $2.4 billion in support of micro, small, and medium-

sized businesses (SMEs). While the importance of small and medium-sized businesses cannot be 

overstated, categorizing businesses as large or medium-sized is subjective and based on different value 

judgments. In defining small and medium-sized businesses, different criteria such as employment, sales, or 

investment have been used (SMEs). According to existing literature, the definition varies by economy, but 

the underlying concept remains the same (Ayyagari et al, 2007). 

 

According to Buckly (2004), “the definition of small and medium-sized enterprises varies depending on 

context, author, and country.” Small scale business is defined in countries such as the United States, the 

United Kingdom, and Canada in terms of annual revenue and the number of paid employees. According to 

Ekpeyong and Nyang (2002), in the United Kingdom, a small scale business is defined as an industry with 

an annual turnover of two million pounds or less and fewer than 200 paid employees. In Japan, it is defined 

as the type of industry, paid up capital, and number of employees. As a result, small and medium-sized 

enterprises (SMEs) are defined as those manufacturing with a paid-up capital of 100 million yen and 300 

employees; those in wholesale trade with a paid-up capital of $300 million and 100 employees, and those 

in retail trade with a paid-up capital of $100 million and 50 employees. In Nigeria, it is difficult to find a 

clear definition that distinguishes between small and medium-sized businesses. However, the Central Bank 

of Nigeria, in its monetary policies circular No.22 of 1988, defines small scale industry as those with a 

turnover of less than 500,000 naira (CBN, 1988). 

Similarly, in 1990, the Federal Government of Nigeria defined small scale enterprises for commercial bank 

loans as those with an annual turnover of less than 500,000 thousand naira, and merchant bank loans as 

those with an annual turnover of at least 5 million naira (excluding the cost of land). According to 

Ogechukwu (2006), in the aftermath of the SFEM and SAP era in 1993, this value has now been reviewed 

and increased to 5 million naira. Since this has occurred, it may be necessary to divide the small-scale 

industry into micro and super-micro businesses in order to provide adequate incentives and protection for 

the former. In that context, a small-scale industry is defined as any business or enterprise with an annual 

turnover greater than that of a cottage industry, which is currently set at N5,000 per year. 
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The National Directorate for Employment (NDE) has limited the definition of a small-scale industry to 

N35, 000. In other words, a business unit of not less than $240 dollars is classified as a small-scale 

business in Nigeria; while this may not be the case in other countries, it may be useful in developing 

countries due to the low capacity of its small-scale industry. That is why, according to Kozak (2007), we 

cannot explain small and medium-sized enterprises (SMEs) other than as companies with metrics (usually 

number of employees or annual turnover that fall below certain threshold). These indicators, such as the 

number of employees and/or the rate of turnover, tend to define the context in which different countries 

and economies situate their understanding of small and medium-sized businesses. This is to say that, while 

small and medium-sized enterprises (SMEs) can be defined by many of the same indicators (number of 

employees, rate of turnover, etc.), the indicators are not the same in all countries all of the time. In other 

words, while the number of employees and the rate of turnover are indicators, the number of employees 

and total amount of turnover used to define small and medium-sized enterprises (SMEs) in different 

countries are almost certainly not the same. For example, while the employee requirement in the United 

Kingdom is 200, with a turnover of £2 million, the same cannot be said for Japan, which has a paid-up 

capital of 100 million Japanese yen and 300 paid employees. While paid employees are not usually 

considered important in Nigeria, the turnover of 500,000 is, especially for the purpose of commercial and 

mortgage bank loans. 

 

Concept of Performance 

According to Campbell's (1999) theory, performance is defined as behavior or action relevant to the 

achievement of an organisation's goals that can be scaled, that is, measured. Furthermore, job performance 

is defined as what a person is paid to do or what a person should be paid to do. Organisational performance 

is one of the most widely used dependent variables in organisational studies today, but it is also one of the 

most imprecise and ill-defined constructs (Rogers and Wright, 1998). The focus of attention on this 

concept in the strategy literature has been almost entirely on financial measures of performance. 

Organisational performance has been conceptually defined as the comparison of a company's value 

produced with the value owners expect to receive from the company (Alchian & Demsetz 1972). 

According to Venkatraman and Ramanujam (1986), a narrow definition of performance focuses on the use 

of simple outcome-based financial indicators that are assumed to reflect the firm's economic goals. 

 

Business Performance 

Performance is the end result of activities carried out, and it is concerned with general efficiency or 

productivity in any business. Literature has identified two approaches to dealing with performance: 

financial or "sales-based" and non-financial or "firm-based." Whereas financial dimensions such as 

profitability, growth, productivity, level of sales revenue, market share and product, return on investments, 

and product added value are measured, non-financial dimensions such as employee development, customer 

satisfaction, job satisfaction, and efficient organisational internal processes are measured (Eniola & 

Ektebang, 2014). As a result, strategic management is justified in terms of its ability to improve 

organisational performance (Wheelen & Hunger, 2010). According to Nzuve and Nyaega (2011), 

measuring performance is necessary because it determines whether or not an organisation is achieving its 

objectives (Makanga & Paul, 2017) and it evaluates an organisation's overall health, thus strategic. 

Strategic Management and the Performance of Small and Medium-Sized Enterprises 

Critical Dimension of Small and Medium Business Strategic Management and Performance It is critical to 

understand why some SMEs are more successful than others in order to ensure the long-term development 

of SMEs in Nigeria. Comprehensive reviews of existing studies on SMEs indicate that, in general, the 

absence or presence of strategic management is a key determinant of business success. Strategic 

management is concerned with the establishment of long-term organisational goals as well as the 

development that will enable SMEs to meet those goals (Lurie, 1987; Hormozi, Sutton, McMinn & Lucio, 

2002; Aremu & Oyinloye, 2014). 

There are various points of view on the critical dimensions of strategic management that affect the 

performance of small and medium-sized businesses. Some argue that effective management control 
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guarantees performance. Others emphasize the significance of community involvement. Another group 

considers political and bureaucratic bargaining processes to be the most important predictors of outcomes 

(Umukoro, 2005). This diversity of viewpoints stems in part from the various types of development 

programs studied by various authors. A road-building and maintenance program, on the other hand, 

necessitates standard systems and good strategic management. Political and bureaucratic bargaining may 

be critical for regulatory programs that require close collaboration among several public agencies. As a 

result, the dominant problems of some management interventions preclude others from being addressed. 

The proponents of various points of view have not understood or articulated the fact that their prescriptions 

are based on an examination of only a few programs. We all generalize without fully understanding how 

key interventions will differ depending on the environment and the nature of various programs. As a result, 

strategic management must consider four key influences that together determine the performance of small 

and medium-sized businesses. These are the business's external environment, business strategy, 

organisational structure, and organisational process. 

Theoretical Framework 

The Network Models 

Johanson and Mattsson (1988) introduced the ‘Network model,' which emphasizes the importance of 

relationships with suppliers, customers, and markets in encouraging or assisting SMEs to expand. 

Networking is viewed as a source of market information and knowledge that will bridge the gap between 

the involved parties' customers, suppliers, the industry, distributors, regulatory and public agencies, and 

other market actors. The advancement of technology, particularly in the information and communication 

sector, will assist SMEs in achieving faster growth by leveraging the experience and resources of network 

partners (Mitgwe, 2006). The establishment of financial, technological, and commercial relations with the 

networks enables firms to expand their connections and gradually broaden their activities beyond their own 

territory.  

Advancement of technology places important role in strategic management activities. Since technology 

impacts positively on performance, it is assumed from the perspective of this theory that strategic 

management that is run on technology would impact performance. 

RESEARCH METHODS 

The survey research setting used in this study allows for the use of copies of questionnaire to elicit data 

from respondents. Data for this study were gathered from both primary and secondary sources. This study's 

population was based on the number of registered Small and Medium Scale Enterprises in Ikeja, Lagos, 

Nigeria. In Ikeja, Lagos, however, there were 828 registered small and medium-sized enterprises (SMEs). 

To effectively cover the study area, a simple random technique was adopted, while semi-structured 

questionnaires were used for data collection. Taro’s Yamane formula was adopted.  

n  =
𝑁

1 +𝑁(𝑒)2
 

where n  =  sample size 

 N = Population (No of SMEs in Ikeja, Lagos State, Nigeria) 

 E = Margin of error 

For instance, with a margin of error of 5% and a population of 828 SMEs Ikeja, Lagos, Nigeria sample size 

can be determined. 

Where  n = ? 

 N = 828 

 e      = 5% 

n  = 
828

1+828 (0.5)2
 

n  =
828

1+2.07
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n =
828

3.07
 

n = 269.70684 

n = 270 

 

Probabilistic Sampling Methods were used in the study. This was a sampling method in which the 

researcher was required to use the randomization principle (or chance procedure). The instrument was 

validated using content validity index (CVI), while the test retest method was used to ascertain the 

reliability of the research instrument. 

 

Model Specification 

The Model for the study is presented below as thus:  

 

𝑃𝐸𝑅𝐹 = 𝑓(𝑆𝑀, 𝑂𝑆)_________________________(𝑖) 
PERF= 𝛽0 + 𝛽1𝑆𝑀𝑖+𝛽2𝑂𝑆𝑖 +𝜇𝑖 − − − − − −(𝑖𝑖) 

Where: 

PERF represents Performance 

SM represents Strategic Management 

 OS represents Organisation Structure 

β 0 is the constant term 

β1, β2, are the coefficient of the estimator. 

β1, β2> 0 

𝜇is the error term 

The apriori expectation- it is expected that strategic management and organisational structure, will both 

impact positively on SMEs Performance; hence, the parameters of strategic management and 

organisational structure should both have a positive sign. 

Results and Discussion 

 

Test of Hypothesis 

For the purpose of determining the strength of relationship between the dependent and independent 

variables, the independent variables were regressed against the dependent variable.  

 

 

 

 

 

 

 

 

 

 

 

 

Table 1: Summary of result (Dependent Variable – Performance) 
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Variable(s)               Coefficient T-statistics P-Value  

C 2.193 19.174 0.000 

Strategic 

Management 

0.6412 16.424 0.000 

Organisation 

Structure 

0.3201 7.559 0.000 

F-Statistics = 32.971 (0.0000) R-Square =.396, Adj-R-Square= .375 

Author’s computation from SPSS 23 

Source: Fieldwork (2020) 

The resulting equation can be stated as: 

PERF = 2.193 + 0.6412SM + 0.3201OS 

              (19.174)* (16.424)* (7.559)* 

*significant at 0.05 

 

The result summary on Table 1 reveals that strategic management and organisation structure have positive 

and significant effect on SMEs performance, with coefficient and probability values of: Strategic 

management (β1 = 0.6412, P-value<0.05) and organisation structure (β2= 0.3201, P-value <0.05)  

The F-stat (32.971, P-value<0.05) shows the fitness and overall significance of the regression model. It 

implies that strategic management and organisation structure are good predictors of SMEs performance. 

The Adjusted R2 suggested that 37.5% change in SMEs performance is accounted for by strategic 

management and organisation structure. However, the model did not explain 62.5% of the change in SMEs 

performance. Furthermore, the findings also revealed that for every 1 unit change in strategic management, 

SMEs performance will change by 0.6412. Additionally, for every 1 unit change in organisation structure, 

SMEs performance will change by 0.3201.   

From these outcomes, the null hypothesis was rejected accepting that, strategic management has positive 

and significant relationship with SMEs performance. 

 

CONCLUSION  

The purpose of this study was to investigate the effect of strategic management on SME performance in 

Ikeja, Lagos State, Nigeria. It was discovered that strategic management and organisation structure have a 

positive and significant effect on the performance of SMEs. This implies that if small and medium-sized 

businesses use strategic management and organisation structure, their performance will improve. The 

performance of Nigeria's SMEs sector should be of concern, as it currently does not show any significant 

indicator for the country's economic development. Strategic management should be regarded as a very 

useful aspect for ensuring improved performance, as a result, increasing the nation's GDP. 

 

Running a successful business can be difficult, especially given the external challenges that business 

operations face in Nigeria, but with strategic planning and consideration of the moderating variables used 

in this study, the SME sector in Nigeria can be greatly improved. The potentials of SMEs and opportunities 

to serve as engines of growth, poverty reduction, job creation, development, and industrialization are not a 

mirage, but are attainable if there is a pattern shift of focus away from the primordial tendency of loud 

pronouncements and toward a realistic and thorough approach to identifying problems. This study agreed 

with the literature that acknowledged that the problems of SMEs are not only financial, but also managerial 

ineptitude (Onugu, 2005). Strategic entrepreneurial orientation has a significant impact on the performance 
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of SMEs, indicating that entrepreneurs who identify new combinations of productive resources within the 

firm and extend the frontiers of capability, as well as connecting several ventures with different resources 

and improving the ongoing adaptation of SMEs, improve overall innovation management and allowing the 

firm to compete.  

 

Recommendations 

Firms should be proactive, innovative, and strategic in order to improve their performance. Managers must 

recognize that their ability to adapt to external environmental changes is only one of several factors that 

contribute to the performance of SMEs. As a result, skills should be honed to spot growth opportunities 

among other development initiatives. Executing reconfiguring options necessitates different operating 

capabilities that must be reconfigured, coordinated, and integrated for SMEs to gain a competitive 

advantage. 
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