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Abstract of thesis presented to the Senate of Universiti Putra Malaysia in 
fulfilment of the requirement for the degree of Doctor of Philosophy 
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ORGANIZATIONAL PERFORMANCE OF MEDIUM-SIZED ENTERPRISES 
IN LAGOS STATE, NIGERIA 

By 

EZUMA KINGSLEY EZE 

April 2019 

Chairman :   Siti Rabaah Hamzah, PhD  
Faculty :   Educational Studies  

The review of past literature has shown that considerable attention has been 
given to organizational performance and its potential factors in various sectors. 
However, not much emphasis has been laid on the issue of human capital 
predictors such as management skill, leadership skill, knowledge creation, ICT 
usage and the mediating effect of network competence particularly in the 
medium-sized manufacturing enterprises in the Lagos state, Nigeria. 
Therefore, this study examines the mediating effect of network competence 
on the relationship between human capital practices and v  

Organizational Performance of Manufacturing Medium Sized enterprises. 
Theories of human capital and resource based, were used to explain the 
variables in the study. This study was conducted based on 245 samples 
involving owners of manufacturing medium sized enterprises who were 
administered with structured questionnaire. Statistical Package for Social 
Sciences (SPSS) was used for descriptive analysis (mean values, frequencies 
and percentages) and Structural Equation Modelling (SEM) using AMOS was 
employed for inferential statistics. Additionally, SEM was applied to test and 
establish the existence of convergent validity and discriminant validity of the 
measured constructs. Prior to the utilization of the model, the measurement 
model confirmed the appropriateness of the data with x2(959) =1434.521; 
P=0.000; x2/DF=1.496; GFI=0. 801; CFI=0.938; IFI=0.939; TLI=0.933; 
RMSEA =.045. The descriptive analysis showed that organizational 
performance were practiced at high level while the other variables tested in 
this study were at moderate. Based on results from the structural model, it can 
be deduced that network competence partially and fully mediates the 
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relationship between human capital predictors and Organizational 
Performance, which could mean that improved network competency will 
positively impact on human capital predictors leading to an improved 
organizational performance in medium-sized manufacturing SMEs. This could 
also serve as a guiding principle for organizations to adopt human capital 
related to skills development of individuals and network competencies. The 
implications for practice is that the study will enable the adoption of an vi  
appropriate HRD approach that would involve development of skills for 
management and leadership concerns of enterprises through training, 
organizational development and career development. This study has shown 
that network competence is the mechanism through which human capital 
predictors influence the organizational performance of medium sized 
enterprises in Nigeria. However, there is no significant relationship between 
ICT usage, network competence and organizational performance of medium 
sized manufacturing enterprises in the context of Lagos state Nigeria. 
Therefore, more research is needed in the area of ICT adaptation and usage 
because advanced technology application is of great significance in most 
developed countries. vii  
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KESAN PENGANTARAAN KOMPETENSI RANGKAIAN DALAM 
HUBUNGAN ANTARA PERAMAL MODAL INSAN DENGAN PRESTASI 
ORGANISASI PERUSAHAAN KECIL DAN BERSAIZ SEDERHANA DI  

NEGERI LAGOS NIGERIA 

Oleh 

EZUMA KINGSLEY EZE 

April 2019 

Pengerusi :   Siti Rabaah Hamzah, PhD 
Fakulti :   Pengajian Pendidikan 

Kajian literatur menunjukkan bahawa perhatian yang cukup telah diberikan 
kepada prestasi organisasi dan potensinya dalam pelbagai sektor. Walau 
bagaimanapun, tidak banyak penekanan diberikan kepada isu peramal modal 
insan seperti kemahiran pengurusan, kemahiran kepimpinan, kreativiti 
pengetahuan, penggunaan teknologi maklumat dan komunikasi dan kesan 
pengantaraan kecekapan rangkaian terutamanya dalam perusahaan kecil dan 
viii sederhana di negeri Lagos, Nigeria . Oleh itu, kajian ini mengkaji kesan 
pengantaraan kompetensi rangkaian terhadap hubungan antara amalan 
modal insan dengan prestasi organisasi perusahaan kecil dan sederhana. 
Teori modal insan, berasaskan sumber digunakan untuk menerangkan 
pemboleh ubah dalam kajian ini. Kajian ini dijalankan berdasarkan 245 sampel 
yang melibatkan pemilik perusahaan sederhana melalui tinjauan dengan 
borang soal selidik berstruktur. Pakej Statistik untuk Sains Sosial (SPSS), 
digunakan untuk analisis deskriptif (nilai min, kekerapan dan peratusan) dan 
Pemodelan Persamaan Struktur (SEM) menggunakan AMOS digunakan 
untuk statistik inferensi. Di samping itu, SEM telah digunakan untuk menguji 
dan membuktikan kewujudan keesahan konvergen dan keesahan diskriminan 
bagi pembinaan yang diukur. Sebelum penggunaan model, model 
pengukuran mengesahkan kesesuaian data dengan x2 (959) = 1434.52; p = 
0.000, x2 /DF=1.496; GFI = 0.801; CFI = 0.938; IFI = 0.939; TLI = 0.933; 
RMSEA = .045. Analisis deskriptif menunjukkan bahawa prestasi organisasi 
adalah pada tahap tinggi manakala pemboleh ubah lain dalam kajian ini 
adalah sederhana. Berdasarkan hasil daripada model struktur, dapat 
disimpulkan bahawa kecekapan jaringan memisahkan sebahagian hubungan 
antara peramal modal insan dengan Prestasi Organisasi yang boleh 
bermakna kecekapan rangkaian yang lebih baik akan memberi kesan positif 
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kepada peramal modal insan yang membawa kepada prestasi organisasi 
yang lebih baik dalam pengeluaran perusahaan kecil dan bersaiz sederhana. 
Ini juga boleh menjadi  prinsip panduan bagi organisasi untuk menerima modal 
insan yang berkaitan dengan pembangunan kemahiran individu dan 
kompetensi rangkaian. Implikasi untuk amalan adalah bahawa kajian ini akan 
membolehkan penerapan pendekatan pembangunan modal insan yang 
sesuai yang akan melibatkan pembangunan kemahiran dan kepimpinan untuk 
keprihatinan perusahaan melalui latihan, pembangunan organisasi dan 
pembangunan kerjaya. Kajian ini menunjukkan bahawa kecekapan rangkaian 
adalah mekanisme peramal modal insan yang mempengaruhi prestasi 
organisasi perusahaan kecil dan sederhana di Nigeria. Walau bagaimanapun, 
tidak terdapat hubungan yang bermakna antara penggunaan teknologi 
maklumat dan komunikasi, kecekapan rangkaian dan prestasi organisasi 
perusahaan kecil dan bersaiz sederhana dalam konteks negeri Lagos Nigeria. 
Oleh itu, lebih banyak penyelidikan diperlukan dalam bidang penyesuaian dan 
penggunaan teknologi maklumat dan komunkasi kerana penerapan teknologi 
maju penting di kebanyakan negara maju . 
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CHAPTER 1  

1 INTRODUCTION 

1.1 Introduction  

This chapter covers the background of study; research problem, aims and 
objective of the study, research question, the scope/limitation, significance and 
the definition of terms used in the study. 

1.2 Background of the Study 

The Nigeria post-independence national development plan and national 
budgets emphasize employment generation and promotion of gainful 
employment among their cardinal objectives (Tende & Obumneke, 2014; 
Bello, 2003). This includes the development of SMEs, as it relates to other 
developing and developed countries. This could be based on the belief that 
global economic growth and development are largely attributed to the 
performance of SMEs (Olatunji, 2013; Mahmud & Hilmi, 2014). Many countries 
across the world, including China, India, Malaysia and Thailand have identified 
SMEs as key contributors to their nation’s economy (Torkkeli et al.,  2016; Eze 
& Okpala, 2015). Specifically, Eze and Okpala  (2015), reported that SMEs 
contributed more than 70 percent of these nations’ export, alongside growth 
in other spheres and bounds.In Nigeria, 95% of the industries are SMEs, with 
average of 50% employment rate and industrial output respectively. The total 
GDP is below 10%, while total export merchandise from the SMEs is at 7.2% 
(Gbandi & Amissah, 2014; Ihugba, Okezie, Odii & Njoku, 2014). The 
aforementioned statements points to the fact that,despite the significant boost 
the contributions of SMEs addto certain countries’ economies, some countries 
experience low growth. High growth could be attributed to workforce skill and 
human capital, which is a prerequisite for organizational performance (Siepel, 
Cowling & Coad, 2017; Sheehan & Shanahan, 2017). 

Asah et al. (2015), pointed out that lack of education and experience have 
reduced management capacity to provoke high growth, indicating that the 
distinguishing features of a low-growth and a high-growth enterprise such as 
SMEs is associated with the level of education and experience of the high-
ranking managers. This is in line with the studies of Parida et al. (2010),  
including Shariff and Peou (2008), whose findings indicates that managerial 
skills are measured by education, managerial experience, start-up experience 
and knowledge of the business. In order words any organization that its 
owners or managers, lacks managerial skills or expertise skills such as 
knowledge for creation, ICT usage and leadership skills at adolescence are 
likely to collapse even after high growth (Asah et al., 2015; Siepel et al., 2017). 
Taken together, shows that firms with the capacity to access these workforce 
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skills and specialization plays crucial roles in shaping the development and 
survival prospects of the firm as it progresses through its life course (Siepel et 
al., 2017). 

Meanwhile, SMEs in Nigeria play’s a significant role to the development of the 
nation’s economy, particularly the manufacturing sector (Eniola & Ektebang, 
2014). Reports, from the federal office of statistics show that 97% of the entire 
industries in Nigeria have less than 100 employees. That is why the foremost 
definition of 97% of entire businesses in Nigeria is called SMEs (Eniola & 
Ektebang, 2014). Other literatures have averred that SMEs comprise 70% to 
90% of the business formation in the manufacturing sector in Nigeria 
(Onyekeni & Ihediwa, 2016; Edoho, 2016). Consequently, SMEs provide over 
90% of employment opportunities available in the manufacturing sector of the 
economy, which essentially accounts for about 70 % of aggregate employment 
created per annum (Eniola & Ektebang, 2014; Agwu & Emeti, 2014). These 
explain why the studies on the performances of the manufacturing enterprise 
are critical to the Nigerian economy to boost the economic activities. Hence, 
the need for the integration of Human resource development practices to 
improve skills such as management, leadership, knowledge creation, ICT 
usage and network competence. This is to enhance the behaviour and attitude 
of individuals assume the role of owners who are willing to effectively manage 
their enterprises to provoke performance (Sheehan & Shanahan, 2017; 
Tende, 2014). 

Meanwhile, the total distribution of micro small medium enterprises (MSMEs) 
in the 36 states of Nigeria including the federal capital territory is 37,067,416, 
micro 36,994,578 small = 68,168 medium = 4,670. Specifically, the total 
distribution of MSMEs in Lagos state is 3,235,987, micro =3,224,324, 
small=11,044, medium =619. The figures show that Lagos State has the 
highest number of MSMEs in Nigeria with 17 % of the general figure, coupled 
with the workforce (SMEDAN, 2013).This shows that, Lagos state plays a 
dominant role in terms of contribution to the national economy. Regrettably, 
the MSMEs in Nigeria have underperformed. Despite the fact that the SMEs 
constitute more than 95% of Nigerian businesses, their contribution to the 
nation’s GDP is below 10%. This very low contribution can be attributed to the 
following factors amongst others; unfriendly business environment, poor 
funding, low management skills and lack of access to modern technology 
(Etuk, Etuk & Michael, 2014; Gbandi & Amissah, 2014). 

A study carried out by Subairu (2016) revealed that most SMEs collapsed 
within five years from their start-up date.  He further argued that a smaller 
percentage experience shut down within the sixth to tenth year of existence; 
hence, only 10 % percent of these nascent enterprises succeed and grow to 
maturity. From the aforementioned statements, Subairu (2016) admitted that 
the performance and productivity of manufacturing SMEs in Nigeria, has 
declined steadily in recent times when compared to the rate at which they grew 
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over the past three decades. A separate study carried out by Manufacturers 
Association of Nigeria (MAN) found that about 80% of SMEs have folded up 
within the period of ‘between” 2000 to 2009. Thus, throwing thousands of 
employees out of job to the already saturated labour market (Nkechi et al., 
2012; Subairu, 2016).  

This development is toxic and challenging to any country’s economic growth 
and development. Moreover, some owners are aware of the necessity for 
human resource development but are biased towards investing funds to 
develop their managers, reason being that they believe after developing the 
manager or individual, the beneficiaries may demand for salary increments 
and better conditions of service, which if the owner are unable to provide, can 
make the manager, or individual worker leave the organization. This suggest 
that there are no performance supportive resources within the reach of SMEs 
in Nigeria over these years, which worsen the milieu that encourage SMEs 
performance (Edoho, 2015; Subairu, 2016). Based on the above cited 
literatures, there is need to study SMEs performance in the manufacturing 
sector through examination of all factors mentioned above which hinders the 
performance of SMEs and give recommendations. 

However, within the enterprise, human resource development (HRD) is 
concerned with training and development to improve employees’ potential and 
competencies, which is crucial to creating and strengthening human and  
social capital such as network competence through the integration of 
organizational development to ensure a healthy inter and intra network. This  
integration can assist group members to initiate and manage change that 
impact on the organization as a system thus leading to organizational 
performance of SMEs (Cumberland, Alagaraja, Shuck & Kerrick, 2018; 
Mclagan, 1989;Torkkeli et al., 2016; Tseng & Mclean, 2008). 

 Moreover, the recommendation given from the literature demonstrates that 
human capital is uniquely the trust for competitive edge over other firms, which 
is the ability of firms to develop through training and develop a value, which 
cannot be imitated by any other potential competing organization (Ogunyomi 
& Bruning, 2016). This means that the only unique way to achieve this 
sustainable fit is the development of the human capital with skill, knowledge 
and capabilities that has edge. If this is adequately maintained, the firm 
performance can viaduct the existing gap between SMEs in Nigeria and that 
of other societies to ensure integration and lead position among the twenty 
industrialized nations by the year 2020. The afore mentioned is predicated on 
the belief that understanding and identifying the factors that lead to 
deterioration or failure in SMEs performance can help policy makers to employ 
measures, such as studies, program and policies that can ensure that the 
SMEs are positioned on the right template to possess the right features that 
can actualize organizational performance. 
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Organizational performance is the concern of SMEs and larger organizations. 
This concern is necessary owing to the managers’ desire to achieve the 
mission, vision, objectives or goals statements of which every organization are 
set up (Ogunyomi & Bruning, 2016). This means that every organization 
focuses on the performance of their company to maintain relevance and 
competitiveness. However, it is important to note that organizational 
performance, based on the interest of different areas of discipline, are viewed 
from different perspectives (unit of analysis and measures). This is dependent 
on the field of study because different disciplines such as economics, 
sociology, psychology, industrial engineering, human resource management 
and so on, are linked with particular indicators and key considerations that 
defines performance and performance improvement to fit each purpose and 
need (Swanson & Hilton, 2010). In this regard, The HRD disciplinary 
perspective on performance looks at the domains of performance and the 
analysis from the angle of levels: organization, process, individuals and 
measures of output in terms of quantity, time and quality features (Ahmad & 
Ramlan, 2008; Swanson & Hilton, 2010). 

Nonetheless, in an effort to dichotomize the two construct of SMEs and large 
organizations, SMEs are generally viewed by certain practitioners, policy 
makers as well as researchers to be smaller organizations which can later 
grow into large organizations. This is with the view that whatever plan adopted 
to manage or handle a large business can also be applicable to small 
businesses such as the SMEs (Ogunyomi & Bruning, 2016). Scholars argued 
that SMEs could not be viewed or be equated to smaller replicates of large 
organizations, hence, refuted this notion. Saying that, large firms are evidently 
characterized by certain fundamental features that differentiate them from 
SMEs (Burns, 2001). These features are associated with newness and scope, 
the absence of economies of scale, smallness of liabilities, less endowment of 
human, material, and financial capital resources (Cardon & Stevens, 2004). 
All these put together among other silent reasons, have comparatively in a 
lesser level of endowment, differentiated the SMEs from the larger 
organizations (Baumann-Pauly, Wickert, Spence & Scherer, 2013; Ogunyomi 
& Bruning, 2016).  

Based on these reasons of lesser endowment, for SMEs to survive and remain 
competitive, SMEs must be more often than not inevitably reliant on HRD to 
develop human capital experts with knowledge, skills and capabilities to 
ensure performance is achieved (Asah et al., 2015; Swanson & Hilton, 2010). 
Thus, investments in human resources development are expected to provoke 
significant differences in SMEs’ performance over other competing 
organization, which do not consider work force skill necessary for firm 
performance as viewed and explained through the resource-based view. This 
suggest that resource based view considers specific HRD strategy to achieve 
competitive advantage through increased commitment and development of 
human capital that is difficult to imitate or substitute. This is consistent with 
certain HRD approach and practices linked with improved organizational 
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performance (Dobbs & Roberts, 2008; Alagaraja et al, 2015). For example, 
developing people with the right skill and marching it with the right job through 
career development, put together can guarantee workforce motivation that can 
improve level of productivity which is capable of lowering production costs 
(Katou, 2008; McLagan, 1986). 

Building, from the above preposition, Baumann-Pauly et al.  (2013) argued 
that SMEs are more likely to endure and sustain competitive advantage over 
larger organizations by increasing employees’ satisfaction, which in turn 
reduces labour turnover, absenteeism and minimizes production costs. 
Moreover, Ogunyomi and Bruning, (2016) supported this position and 
proposed that a highly motivated and skilled workforce can support the ability 
of small business to remain competitive in the current turbulent and highly 
dynamic business environment yet achieve SMEs performance. 

This confirms the notion as stressed by the following authors, Chen, Cheng 
and Tseng (2012); Fajana (2002) that human factors constitute the internal 
environment of enterprises. The authors further stated that human beings are 
the most difficult to manage, yet remain germane to the success of any 
organization. Therefore, based on the resource-based view of organization, 
human resources are the glue that bind and hold the other resources together 
of all resources available to organizations. These understanding needs 
extended to both SMEs and large organizations operating in developing 
countries, such as Nigeria for improved performance (Baumann-Pauly et al., 
2013; Ogunyomi & Bruning, 2016). 

However, while the number of citizens who need employment to earn a living 
and contribute to the economic development of the nation is increasing at a 
geometric rate in Nigeria, the number of industries that can provide 
employment is also decreasing at the same rate (Aghion, Akcigit & Hewitt, 
2014; Banjoko, 2009). Therefore, it is important to research on the use of work 
force skills and specialization to improve organizational performance (Asah et 
al., 2015; Siepel et al., 2017). This research focuses specifically, on the 
organizational performance of medium sized manufacturing enterprises in 
Lagos state, Nigeria.   

Consistence with the above reviewed studies shows that performance of 
SMEs has a positive direct influence on the development and growth of most 
countries economy (K Szabo, Šoltés, & Herman, 2013; Tarute & Gatautis, 
2014). This means globally, that almost all the economic success story is as 
result of much emphasis and support,  the benefiting nations offers to SMEs 
performance (Mahmud & Hilmi, 2014; Nkwe; 2012). Therefore, based on the 
perceived contributions to local and national economies across the globe, is 
imperative to study SMEs businesses. In addition, appraise some related 
factors that can lead to positive organizational performance of the SMEs and 
the idea behind the use of SMEs as a key construct for investigation.  
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Thus, this study is intended to investigate the mediating effect of network 
competence on the relationship between technology usage, human capital 
such as management skill, leadership skill, knowledge creation, ICT usage 
and organizational performance of SMEs. The output of this research shall be 
used to strategically, improve the performance of manufacturing medium sized 
enterprises (SMEs) in Lagos state Nigeria. In addition, this study can be useful 
in other relevant institutions and countries.  

Human Capital  

Human capital: Is the “accumulated stock of skills and talent that manifest itself 
in the educated and skilled work force in the region” (Mathur, 1999; cited in 
Asah et al., 2015). This implies that investment in education and/or training 
weather formal or informal does increase the level of human capital within the 
organization, region, nation and globally (Sheehan & Shanahan, 2017). 
Besides, there is a widespread consensus in the literature that training and in 
particular an organizations, investment in HRD is associated with increased 
firm performance (Aragon & Sanz-Valle, 2013), this fundamental postulation 
indicates that HRD does this by way of improving the level and quality of 
human capital (Sheehan & Shanahan, 2017).  This assertion suggests that 
individuals rely on HRD opportunities to enhance their current skills and 
competencies and learn new ones (Sheehan & Shanahan, 2017). Therefore, 
organizations are human creation, which requires specialized human 
capabilities to perform effectively (Armstrong & Taylor, 2014; Norman, 2014; 
Swanson & Hilton, 2010).  

This notion means that for organizations to thrive and succeed there must be 
corresponding specialized experts to handle and manage the firm in order to 
create value, thus, specialized human capital is vested with such responsibility 
(Armstrong & Taylor, 2014; Wiegmann & Shappell, 2017; Swanson & Hilton, 
2010). This implies that the driving force for every economic activity is by 
developing the human potentials with the required knowledge, skill and 
capabilities through educational learning, training and experiences in order to 
enhance, work performance (Armstrong & Taylor, 2014; Martin, McNally & 
Kay, 2013; Kolb, 2014). This is critical to the success and performance of the 
SMEs as unskilled man cannot manage economic activities (Baines, Lightfoot 
& Smart, 2013; Chell, 2013; Mukumba, 2014). 

 In this regard and based on literature review, human capitals such as 
management skill, leadership skill, ICT usage, knowledge creation and the 
effect of variable of network competence can only mediate and predict on the 
criterion to define relationship among the variables, when the knowledge, 
expertise and skills gained through education and training are applied for 
improved performance (Armstrong & Taylor, 2014; Swanson & Hilton, 2010). 
This implies that a manager must be expert with the right skills and knowledge 
to perform the task of management in a context. The workforce or specialized 
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skills includes technical, conceptual, and human skills must be posed by the 
owner or manager to  organize, plan and coordinate other factors of production 
such as land, labour and capital to achieve enterprise set objective 
(Hosseinpour et al.,  2014; Ping, Mujtaba, & Jieqiong, 2012). In order words, 
organizations that fail to invest in workforce skill and human capital cannot 
perform at optimal level nor create completive edge (Asah et al., 2015; 
Armstrong & Taylor, 2014). Therefore, organizations must imbibe the culture 
of investment on human capital to improve performance in the medium sized 
enterprises (Mahmud & Hilmi, 2014; Sheehan & Shanahan, 2017). 

Similarly, skills such as leadership skill, which includes cognitive, 
interpersonal, business and strategic requirements are necessary for solving 
enterprise problems that can communicate positive change in the organization 
(Hayton, 2015; Mumford et al., 2007; Mahmud & Hilmi, 2014).  Leadership 
skills, position a leader to influence others through persuasion in carrying out 
firms’ objective (Cooper, 2018; Chell, 2013). Thus, improving the level and 
quality of leadership skill through HRD at the organizational levels is sin-
quantum to SMEs performance (Cooper, 2018; Zafar, Hafeez, & Shariff, 
2016).  In the same vein, knowledge creation seeks to improve creative 
capabilities in the organization for enhanced performance (Sulaiman et al., 
2015). This implies that the enhanced performance and survival of many 
organizations are based on the ability of the firm to enshrine policies that 
encourage training and development to improve individual’s knowledge and 
skill to be creative (Purcarea, 2013; National research council, 2013; Sulaiman 
et al., 2015;  Zafar, Hafeez, & Shariff, 2016). 

However, Knowledge creation has to do with the generation of ideas and new 
knowledge and skills through internal or external sources training and 
development for the achievement of enterprise goal (Armstrong & Taylor, 
2014; Martin, McNally & Kay, 2013). These developed capabilities are mostly 
imitable and cannot be substituted, therefore accounts for competitive 
advantage over other firms who do not put similar kind of knowledge creation 
edge into consideration (Armstrong & Taylor, 2014; Martin, McNally & Kay, 
2013; Asah et al., 2015). This implies that knowledge creation, as an outcome 
of human capital development is strategically vital for the performance of 
SMEs (Chell, 2013; Mitra et al., 2011; Sheehan & Shanahan, 2017). Hence, 
firms that adopt the culture of acquiring knowledge for creativity can sustain 
and maintain competitive edge leading to performance (Asah et al., 2015; 
Siepel et al., 2017). 

Building from the above, the importance of developed knowledge in supporting 
ICT usage is clearly demonstrated in the workforce skill while handling 
technology (Dalkir, 2013; Savery; 2015). Suggesting, that to make use of ICT, 
there is need for training and development to enable individual user have 
knowledge and skills about the methods, techniques and processes involved 
in the usage (National research council, 2013). Taken together, implies that 
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attitude towards the perceived use of technology such as ICT and 
technological powered machine in firms requires specific developed skills that 
can make production easy and fast (Brynjolfsson & McAfee, 2014; 
Christensen, 2013; Armstrong& Taylor, 2014). Essentially, consolidating on 
the benefits of HRD through learning can lead to performance of SMEs in 
manufacturing firm (Mahmud & Hilmi, 2014; Swanson and Hilton, 2010; 
National research council 2013; Savery; 2015). 

More so, to carry out network competence task, there is need for network 
management qualification possessed by individual handling the enterprise 
collaborative competence (Ritter, 1999; Torkkeli, 2016).These suggests that 
there are prerequisites such as experience, knowledge, skills, and capabilities 
to perform a relationship-building task. By implication, these competencies 
must be developed using HRD tools of organizational development for 
improved capacity to handle network management task in the benefiting 
organization (Armstrong & Taylor, 2014; Cumberland et al., 2018; Torkkeli et 
al, 2016). Network management strategically places the firm in a position that 
makes it to collaborate with other firms in the areas where they lack strength 
or weakness to move forward (Ritter, 1999; Torkkeli, 2016). The above 
understanding justifies the need for competence-based networking among 
partner firms. This business behaviour among firms can provoke improved 
performance of SMEs, as organizations cannot exist in isolation (Torkkeli et 
al., 2016; Jagongo & Kinyua, 2013). 

Network competence as mediator 

Mediator variable explains how and why predictors variable influences the 
criterion variable, thus it is regarded as part of causal process. The mediator, 
clarifies how or why mediation occurs in the relationship between the 
independent variable and the dependent variable in which case it is called 
direct relationship and the relationship between the independent variable, the 
mediator and the dependent variable in which case it is called the indirect 
relationship(Levant, Jadaszewski,  Alto,  Richmond, Pardo,  Keo-Meier & 
Gerdes, 2019).The resultant effect could translate to either direct relationship 
or indirect relationship (Baron and Kenny, 1986). Hence, mediation effect 
occurs when a third variable intervenes between two other related variables 
explaining the relationship between the two other variables (Hair et al., 2010). 
The resulting effects can cause full-mediation, partial-mediation or no 
mediation (Baron and Kenny, 1986).  Based on the above notion, the study 
uses network competence as a mediators to explain how technology usage, 
human capital influences organizational performance of medium sized 
manufacturing enterprises in Lagos state, Nigeria.  
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Micro, Small, Medium Enterprises (MSMEs)   

 Micro, small, medium enterprises are categorized into micro, small, medium 
and large and are classified on the bases of number of employees and total 
cost including working capital but excluding land (Smedan and National 
Bureau of Statistics, 2013). In Nigeria, the asset base criterion are more 
commonly used (Etuk, 2014; Edoho, 2015). SMEs are characterized by their 
ability to respond quickly to the changing market conditions, which constitute 
competitive advantage. SMEs are also known to contribute to employment and 
economic performance (Carayannis, Popescu, Sipp & Stewart, 2006). There 
is an understanding that most SMEs lack technology adoption yet, have higher 
propensity for performance upon the use of ICT. In the study carried out by 
Smits (2000); cited in Carayannis et al. (2006) it shows that higher priority was 
placed on SMEs, most especially in political agendas owing to their critical 
nature as drivers of socio economic activities, such as innovation, economic 
growth and employment (Carayannis et al., 2006). Thus, this study shall use 
the Medium scaled SMEs because it is the most widely spread, with the higher 
employee in terms of labour, which by virtue of its stretch is adjudged fit and 
responsible for social economic development and constitute opportunities for 
competitive advantage which can lead to SMEs performance (Mahmud & 
Hilmi, 2014). This is a vital proof for justification and the use SMEs, with base 
on program policy framework (Smedan and National Bureau of Statistics, 
2013). 

Human Resource Development (HRD) can be defined as the integrated use 
of training and development, organizational development and career 
development to improve individual, group, and organizational effectiveness 
(Mclagan, 1989). HRD is a combination of all developmental practices in order 
to achieve a top level of individual and organizational effectiveness, which, 
however would not have been possible without such blend. In perspective, 
HRD is purposeful and instrumental to individual, group or organizational 
performance and goals. Organizations are entities created by human beings 
for a purpose. For these entities to operate in an effective and efficient manner 
there must be a corresponding integration of specialized experts in that entity 
to get it operationally effective, established, purpose driven, and goal oriented. 
Appreciative of this notion shows that organizations are vulnerable to changes, 
which can lead to either success or failure of businesses. Hence,  
organization’s faith is critically dependent on HRD concerns (Swanson & 
Holton, 2010). 

Thus, the development and maximization of human potentials to generate 
human capital experts for organizational performance are done through HRD 
process, for mutually short or longer term. However, it must be for the 
exclusive benefit of the sponsoring organization or individual through the 
integrated use of training and development, organizational development and 
career development. Further, HRD practices , can be uniquely used to 
enhance and improve performance, build a healthy inter-and intra-unit 
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relationship (networking) and create the best match of people and work, in line 
with  the concerned variables in order to achieve organizational performance 
of manufacturing SMEs.  

Training and development: Training is a calculated process aimed at 
imparting information and or instructions to improve performance of the 
recipient; it can also be seen as an attempt that has to do with attaining a 
required level of knowledge or skill competence (ILO, 2010; Mclagan, 1989; 
Nabi & Liñán, 2011). Training and skill development enhances both 
individual’s capacities to work as well as their opportunities at the job, offering 
a broader scope for creativity and job satisfaction. In Pittsburgh (2009), G20 
leaders agreed to support a robust effort towards training that would 
encourage strategic investment, sustainability and balanced development 
(ILO, 2010). 

Training and skill development  underscores  and give meaning to real need 
for human existence, covering  sequentially stages of life (ILO, 2010). The 
basic educational training, affords individuals the opportunity to develop their 
potentials and talent, thus building the foundation for future employability. 
Corporate organization and training institutions provides training to individuals 
for core work skill and competencies needed in manufacturing industries and 
professional based settings thus facilitating transition from education to the 
world of work (Chell, 2013). Orientation and access to the goals and principles 
of training will expand the labour market, create business opportunities, 
sustain existing skill and reduce social inequalities. To this end, training 
policies and programs must be aligned in the right proportion, conducive to 
influence SMEs performance and investment in basic education, health care 
and physical infrastructure (Edoho, 2015; ILO, 2010). 

Organizational development; this is linked to relationship building, a focus 
towards ensuring a healthy inter and intra network that would assist group 
members initiate and manage change. Organizational development main 
emphasis is on relationships and process linkage among individuals and 
groups. And the main intervention is the influence on the relationship of 
individuals and groups, to effect impact on the organization as a system thus 
leading organizational performance of SMEs  (Mclagan, 1989; Tseng & 
Mclean, 2008). 

Career development: This is linked to the grouping of individual career 
planning and organizational career management processes to achieve a best 
possible match of individual and organizational needs. Its main concern is on 
the individual or a worker who perform and shapes his or her range of work 
roles. Career development intervenes to influence self-awareness and on a 
process that affects persons and organizations strength to create the finest 
match of people and work. Hence aligning the right crop of persons to the 
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organization, will be instrumental to SMEs performance(Mclagan, 1989; 
Mohamad bin Sulaiman, 2010; Mahmud & Hilmi, 2014). 

1.3 Statement of the Problem 

In this study, the researcher has identified the practical gap to explain the non-
effective performance of SMEs. In Lagos State Nigeria, the performance of 
SMEs is plagued by myriad of challenges, which has in no small gauge 
affected the development of SMEs. Weak management and lack of access to 
modern technology, coupled with complexities embedded in specialization and 
professionalism have been identified as unruly attribute that make most SMEs 
fail within the period of five years from the start up(Gbandi & Amissah, 2014; 
Subairu, 2016).However, smaller percentage experience shut down within the 
period of sixth and tenth year; hence, only 10 % percent of these nascent 
enterprises succeed and grow to maturity (Subairu, 2016). 

Manufacturing association of Nigeria (MAN) as cited in, Onuoha, 2013; 
officially declared in, 2009 that of its 2000 members, 30 percent mostly small 
and medium scale industries (SMIS) have closed down, 60 percent of them 
ailing while just 10 percent of them, notably the multinationals currently 
operate at sustainable level. Specifically (MAN) declared that almost 80 
percent of SMEs have closed down in the past nine years between 2000 and 
2008 (Subairu, 2016). This suggests that there is currently a high rate of failure 
among the SMEs in Lagos state Nigeria. Thus, the need to study SMEs 
performance in manufacturing sector, through the examination of factors that 
hinder performance and in response, provides recommendations to 
encourage SMEs performance. 

Similarly, the literature gaps have been observed through review of previous 
literature. Reviews of previous literature on SMEs performance were mostly 
researched in the field of economics, management and business studies. For 
example, predicting the Impact of Intellectual Capital Management on the 
Performance of SMEs in Electronics Industry in Kuching, Sarawak Malaysia 
Khalique, Isa, Hassan, bin Shaari, & Abdul, (2013). The results reveal that 
Human Capital (HC) has the strongest relationship with Organizational 
Performance, followed by Spiritual Capital (SC), Technological Capital (TC) 
and Customer Capital (CC). In the same vain the findings of Augusto Felício, 
Couto, & Caiado, (2014) studied on Human capital, social capital and 
organizational performance the results shows that organizational performance 
is strongly influenced by human capital through the cognitive ability of the 
manager. Furthermore, Seleim, Ashour, & Bontis, (2007), researched on 
Human capital and organizational performance: a study of Egyptian software 
companies the results indicates that certain types of human capital indicators 
showed a positive and statistically significant relationship with firm 
performance. 
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However, all the above studies were not carried out in the field of HRD.  
Although, few studies have been carried out in the field of HRD. For example, 
the impact of HRD on business performance: An empirical analysis of 
manufacturing SMEs (Gamage, 2007); the findings shows that developing 
employee skills, attitude through HRD and motivation have a positive effect on 
firm performance. Meanwhile, the human capital variable in this study is the 
employee skills yet not a replicate of this study. Similarly, Katou (2008) 
researched on the impact of human resource development on organizational 
performance. The results support that HRD policies positively affect 
organisational performance of Greek manufacturing companies.  

Specifically, the relationship between development and organisational 
performance is serially mediated through the HRD outcomes of skills, attitudes 
and behaviour, and is moderated by resourcing, organisational context and 
other contingencies, giving thus, empirical evidence for the basic causal 
pathway of Resourcing. Besides, studies relating to network competence have 
also been carried out.Mitrega, Forkmann, Zaefarian, & Henneberg, (2017), 
focused on Networking Capability in Supplier Relationships and its Impact on 
Product Innovation and Firm Performance: results show a positive influence 
of NC with respect to supplier relationships on firm product innovation, as well 
as overall firm performance; But not as network competence or a mediator. 
Moreover, Human & Naudé, (2009), worked on exploring the relationship 
between network competence, network capability, and firm performance: A 
resource based perspective in an emerging economy. The findings show that 
network capability has a significant relationship with subjective measures of 
firm performance, while network competence was not significant. However, 
the authors proposed network competence may well be treated as a 
moderating or mediating construct, yet was used as a mediator in the study. 
Elsewhere, Chaudhuri and Boer (2016) investigated the mediating effect of 
collaborative competence on new product development, a related study but 
not in the context of Nigeria medium sized SMEs.Taken together, studies such 
as predicting the Impact of Intellectual Capital Management on the 
Performance of SMEs in Electronics Industry in Kuching, Sarawak Malaysia 
by Khalique, Isa, Hassan, bin Shaari, & Abdul, 2013; Human capital, social 
capital and organizational performance by, Augusto Felício, Couto, & Caiado, 
2014;  including studies by Seleim, Ashour, & Bontis, (2007) on Human capital 
and organizational performance: a study of Egyptian software companies did 
not include human capitals such as management skill, leadership skill, 
knowledge creation and ICT usage as a combined variable like in  this present 
study,  nor did they make use of network competence as a mediator. These 
studies, have contributed to the knowledge gap on the human resource 
development and organisational performance of SMEs. However, they have 
failed extensively to address the challenges facing the medium sized 
manufacturing SMEs in Lagos state Nigeria, which can be attributed to the role 
of human capital predictors and the mediating role of network competence. 

© C
OPYRIG

HT U
PM



 
13 

Concerning the gap in theory, Augusto Felício, Couto, & Caiado, (2014) used 
human capital theory and social capital theory to explain organizational 
performance in SMEs. Katou (2008) espoused the use of resource based 
view, HRD performance linkage model as well as casual path ways model of 
HRD to explain organizational performance. In the same vein, Seleim, Ashour, 
& Bontis, (2007) used resource based view, knowledge based view and 
human capital theory to explain human capital and organizational 
performance. While, Khalique, Isa, Hassan, bin Shaari, & Abdul, (2013) used 
intellectual capital theory to explain Predicting the Impact of Intellectual Capital 
Management on the Performance of SMEs. Moreover, Mitrega, Forkmann, 
Zaefarian,& Henneberg, (2017) used resource-based view of the firm, 
(Barney, 1991)and the relational view of the firm, (Dyer and Singh, 1998), to 
explain Networking Capability in Supplier Relationships and its Impact on 
Product Innovation and Firm Performance, further, in a related study also, 
Human & Naudé, (2009). Used resource based view in explaining the study 
on exploring the relationship between network competence, network 
capability, and firm performance: A resource based perspective in an 
emerging economy. Meanwhile, Gamage (2007) made use of theories which 
includes human capital theory, resource based theory and behavioural theory 
to explain the impact of HRD on SMEs business performance. Meanwhile, 
most of the theories used by previous scholars as identified above were used 
in explaining different phenomena and not the current study. For example, the 
resource based theory was used on the previous study on networking 
capability and network competence, according to Human and Naudé, (2009), 
but not as the mediating effect of network competence in the relationship 
between technology usage, human capital and organizational performance.  

This study make use of theories of human capital and resource based theory, 
for the reason that these theories, explains the phenomena, with 
considerations to development of knowledge, skills and competencies through 
educational training and experience to improve performance. These, Includes, 
the usage of these knowledge, skills and capabilities as organizational 
resources to provoke organizational performance. Taken together, shows, 
there is no identified study particularly on the mediating effect of network 
competence on the relationship between technology usage, human capital 
and organizational performance of medium sized enterprises. This is a serious 
gap in knowledge for the enhancement of SMEs performance, particularly in 
Nigeria’s manufacturing industrial sector. Therefore, based on this 
background, this research is intended to find out how the mediating effect of 
network competence can influence organizational performance of SMEs and 
also to determine the relationship between the variables and the indirect 
influence of the effect variable. The results of this study could serve as a 
baseline for other contributing sectors of the economy. © C
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1.4 Research Objectives  

The main objective of the study is to examine the mediating effect of Network 
competence on the relationship between human capital predictors and SMEs 
performance of the medium sized manufacturing SMEs in Lagos state Nigeria.  

While the specific objectives are: 

1. To determine the levels of organizational performance, management 
skill, leadership skill, knowledge creativity and technology usage in the 
medium -sized SMEs in Nigeria. 

2. To determine the relationship between management skill, leadership 
skill, knowledge creativity and technology usage on SMEs 
performance.  

3. To determine the mediating effect of network competence on the 
relationship between management skill, leadership skill, knowledge 
creativity and technology usage with organizational performance of the 
medium sized manufacturing SMEs. 

 
 
1.5 Research Hypothesis  

The following research hypotheses are formulated to guides this work. 

H1. There is positive relationship between management skill and 
organizational performance of medium sized enterprises 

H2: There is positive relationship between leadership skill and organizational 
performance of medium sized enterprises 

H3: There is positive relationship between knowledge creation and 
organizational performance of medium sized enterprises  

H4: There is positive relationship between ICT usage and organizational 
performance of medium sized enterprises  

H5. There is positive relationship between management skill and network 
competence of medium sized enterprises  

H6: There is positive relationship between leadership skill and network 
competence of medium sized enterprises. 
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H7. There is positive relationship between knowledge creation and network  

Competence of medium sized enterprises 

H8. There is positive relationship between ICT usage and network  

Competence of medium sized enterprises. 

H9. There is positive relationship between network Competence and 
organizational performance of medium sized enterprises  

H10. Network competence mediates the relationship between management 
skill and organizational performance of medium sized enterprises  

H11. Network competence mediates the relationship between leadership skill 
and organizational performance of medium sized enterprises  

H12. Network competence mediates the relationship between technology 
usage and organizational performance of medium sized enterprises  

H13. Network competence mediates the relationship between knowledge 
creativity and organizational performance of medium sized enterprises. 

1.6 Significance of the Study  

In this study, the integration of HRD for the development and maximization of 
human potentials alongside ICT usage, human capital such as management 
skill, leadership skill, knowledge creation and the mediating effect of network 
competence is vital for enterprise performance. Therefore, it is necessary for 
policy makers to accept the above integration as an effective and efficient 
standpoint to organizational performance of SMEs. 

The introduction of the mediating effect of network competence into 
technology usage, human capital and organizational performance has offered 
a framework that helps unveils the important phase for collaborative 
adaptation behavior for sustainable organizational performance in the SMEs. 
The study serves as a helpful guild to HRD practitioners, on the need to 
develop strategies that will uphold the development of management skill, 
leadership skills, knowledge creation and ICT usage to improve organizational 
performance. The research also will aid the policy makers on the need to 
encourage, adopt and implement policies that are embedded with 
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collaborative competence drive among interdependence SMEs. The research 
will aid medium size enterprises and other sectors on the need to collaborate 
on the bases of competences.  

Furthermore, the study will also trigger, the need for continuous training and 
development in order to develop the needed skill that can translate 
organizational performance. In addition, previous negative orientation about 
SMEs concerning HRD will be reduced since study has shown that 
management skill, leadership skill and knowledge creation was able to 
translate to organizational performance. Nevertheless, the adopted scales of 
non-financial measures have proven adequate to measure organizational 
performance in HRD, this was revealed by the fulfilled fit indices and 
Cronbach’s alpha.    

1.7 Scope of the Study 

The scope of this study is centered on technology usage, human capital and 
the mediating effect of network competence on enterprise performance of the 
manufacturing medium sized enterprises in Lagos state Nigeria. It covers 
areas such as management skill, leadership skill, knowledge creation, ICT 
usage, organizational performance and the mediating effect of network 
competence in the manufacturing Medium sized enterprises. The medium 
sized, is the category of SMEs with fifty to one hundred and ninety-nine 
employees including fifty to five hundred million capital base, (asset) excluding 
land and building, domain in Lagos state Nigeria with a sample sized of 245 
owners as respondents. Meanwhile, the scope also focused on the notion that 
if skills such as managerial skills, leadership skills, knowledge creation, 
network competence skills and ICT usage skills are developed using HRD it 
would lead lead to organizational performance. 

1.8 Limitation of the Study  

This study is limited to the manufacturing medium sized enterprises in Lagos 
state Nigeria. Medium sized manufacturing has the highest number of 
employee based on categorization of SMEs as well as total capital base 
(Edoho, 2015; Smedan, 2013).The respondents are limited to the owners of 
medium sized manufacturing enterprises in Lagos state Nigeria, who are 
aware of when or how their organization is performing. However, certain 
scholars have argued, that a broader standpoint of the entire workers would 
have been given this opportunities to offer their opinion rather than limiting the 
respondents to a few owners. This consequently limits the opinion of the entire 
stake holder’s opinion response about the performances of the manufacturing 
medium sized enterprises. The study is also limited to non-financial level of 
measurement (Crucke & Decramer, 2016).  
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Non-financial level of measurement is all about measuring organizational 
performance from the perspective of human contributions to organization 
performance, excluding financial contributions. Consequently it is limited to 
only expertise human consideration which is denoted in this study through 
effectiveness, efficiency, satisfaction, development, innovativeness and 
quality resulting from HRD out comes (Katou, 2008), while, the basis for 
networking is limited to competency of the parties involved (Torkkeli et al., 
2016). Taken together, the scope and limitations exist because previous 
studies were done in different field of study, besides few that were done in 
HRD but was done isolation as aforementioned in the problem statements;  
Augusto Felício, Couto, & Caiado, (2014);  Khalique, Isa, Hassan, bin Shaari, 
& Abdul, (2013); Seleim, Ashour, & Bontis, (2007); Katou (2008); Mitrega, 
Forkmann, Zaefarian,& Henneberg, (2017);Chaudhuri and Boer 
(2016);Human and Naudé, (2009). This suggests that there is no study found 
on the mediating effect of network competence on the relationship between 
technology usage, human capital and organizational performance of medium 
sized manufacturing enterprises in Lagos state Nigeria.  

1.9 Assumption of study  

At the end of this study it is assumed that, the development of human elements 
such as owner or individual with specialist or expertise skills, such as 
management skill, leadership skill, knowledge for creativity, ICT usage and 
network competences would lead to organizational performance. 

1.10 Definition of Terms  

The definition of terms for this study is dimensioned into, the conceptual and 
operational definitions. The conceptual definitions are the conceptual meaning 
of a phenomenon as conceptualized by different authors. While, the 
operational definition are linked with the researcher’s definitions and usage of 
concepts which must be in line with the theories or models used in the study. 
Based on this notion the following variables of the study are thus, defined 
respectively: 

A. Management skill: can be defined as the stock of competences, 
knowledge and personality attributes embodied in the ability to perform 
manual labour so as to produce economic value (O’Sullivan & Sheffrin, 
2003). In this study management skill is referred to as the embodiment 
of developed managerial competencies which enable the owners or 
managers of a firm to plan, coordinate and organize other factors of 
production such as land, labour, capital to achieve firm performance. 

B. Leadership skill: can be defined as the leader’s ability to motivate 
individuals to work, towards achieving common goals, it includes, 
influencing ordinary individuals to display extraordinary 
performance(Dobbins and Pettman (1997). In this study, leadership 
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skill can be defined as the attributes of a leader at different levels of an 
organization to influence, plan, control, delegate, or motivate the 
subordinates including management towards the achievement of the 
organizational set objective. They include interpersonal ability, 
cognitive acumen, business acumen and strategic ability. 

C. Knowledge creation: involves the application of internal and external 
resources of an organization to generate new ideas, knowledge and 
skills for the utmost achievement of organizational set objective 
(Gholami, Asli, Nazari-Shirkouhi, & Noruzy, 2013).In this study, 
knowledge creation is operationalized as the unleashing of human 
potentials and capabilities through training and development in order to 
have knowledge that can spark creativity towards realization of 
individual and enterprise goal. 

D. ICT usage (ICT), can be defined as enabling business processes 
electronically, whereby the internet and other related technologies 
represent an enabler of more effective and efficient business activity 
(Darch, & Lucas, 2002). In this study, ICT usage is operationalised as 
the process of developing individuals’ skill or knowledge either on the 
job training or outside the organization with ICT usage, knowledge or 
skill to improve the recipient’s skills to make use or manage ICT 
apparatus in task performance by extension increase organizational 
performance. 

E. Network competence: Ritter (1999) defines network competence as 
the “ability of a company to handle business relationships” and 
introduces a scale that measures network competence along two 
dimensions: first the company’s degree of network management 
qualification, which includes social and specialist qualifications; and 
secondly, the execution of network management tasks, which includes 
planning, coordinative, adaptive and controlling activities. In this study, 
network competence can be operationalized as the capacity to initiate, 
manage, through the use of developed experts, such as skilled or 
knowledgeable individuals to handle overall position in a network, thus, 
supports a firm to obtain significant resources from its integrating 
network partners. 

F. Organizational Performance of SMEs: From the perspective of HRD, 
organizational or corporate performance was determined by using three 
measures; Return on assets, growth in sales and growth in stock values 
(Alagaraja, 2012).In this study, organizational performance can be 
operationalized as the level at which owners effectively meets its 
planned objective through the efficient utilization of its fewest available 
resources (tangible and intangible). Alongside, the development of its 
capacity to meet future opportunities and challenges of satisfying 
stakeholder needs through innovation of quality products for the 
achievement of organizational performance. 
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1.11 Summary of Chapter 

The main objective of the study is to examine the relationship between 
technology usage, human capital and SMEs performance, thus shading some 
light on the mediating effect of network competence through which technology 
usage, human capital are translated into SMEs performance of the medium 
sized manufacturing enterprises in Lagos state Nigeria. In this study, both the 
dependent and the independent variables were constructed from the Likert - 
scale survey responses. Here, ICT usage human capitals are considered as 
the independent variables, while SMEs performance is considered as 
dependent variables. In line with the above statement on variables, it is 
presumed that human resource capital influences SMEs performance through 
four major aspects by developing (a) management skill (b) leadership skill (c) 
ICT usage (d) knowledge creation and the mediating effect of network 
competence. These variables mentioned are crucial components of human 
capital predictors found in previous studies thus, considered, good to predict 
the SMEs performance.   
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