Entrepreneurship Journal for Finance and Business (EJFB)
2023, VOL. 4, NO. 03, 24-32, E-ISSN: 2709-4251, P-ISSN: 2708-8790
NOI" https://doi.org/10.56967/ejfb2023282

o B

Role Of human resource management in medium and small-scale enterprises in

Nigeria

Oghenenyerhowvo. Sh. OMOGBIYA!, *Ugo.Ch. OKOLIE?, Grace. A. ADDAH?,
!Department of Business Administration, Delta State University of Science and Technology, Ozoro,

Nigeria.

2Department of Public Administration, Delta State University, Abraka, Nigeria.
3Department of Business Administration and Management, Delta State Polytechnic, Ogwashi-UKku,

Article information:
Received: 26-04—- 2023
Revised: 20-08- 2023
Accepted: 25-08- 2023
Published: 25-08— 2023

*Corresponding author:
Ugo.Ch. OKOLIE
ugookolie3@gmail.com

This work is licensed

under a Creative
Commons__Attribution
4.0 International
License.

Introduction

Nigeria

Abstract:

It is impossible to overstate how important employees are to a small
business' survival and how well they are managed. This is especially true
because, smaller businesses depend more on the individual contributions
of the employees to the overall success of the business. Small and
medium-sized businesses (SMEs) are significantly more prevalent than
large corporations worldwide and employ a greater proportion of the labor
force. In many economic sectors, SMEs are credited with fostering
competition and innovation. While SMEs in Nigeria produce more jobs
than large companies do, they also face difficulties that call for the
assistance of experts from a variety of fields, including human resources
managers. Therefore, this study uses a basic literature review and desk
research approach to investigate the potential role of human resource
management in SMEs in Nigeria. The main issues with SMEs prior to the
COVID-19 pandemic are identified as being insufficient skills and
training, as well as depression and high labor turnover during the
pandemic in Nigeria. In order to increase their effectiveness and
efficiency in Nigeria, efforts are made to encourage SMEs to implement
human resource management philosophies. As a result of the fact that no
organization, no matter how big or small, can function without people, the
study comes to the conclusion that human resource management is
crucial. The study therefore recommends, among other things, that in
order for Nigeria to experience sustainable post-COVID-19 business
growth, SMEs must immediately implement human resource management
strategies.

Keywords: Human resource management, small and medium
enterprises

Human resource management focuses on how human resource managers manage people in
accordance with organizational policies, procedures, and strategies in order to bring out the best in
them in support of those goals and objectives. Human resource managers are referred to using various
nomenclatures in various Organizations. They may also be known as personnel administrators,
personnel managers, labor and staff administrators, or custodians of corporate conscience. Many of the
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first human resource managers were lawyers, sociologists, and business administrators; however, in
more recent years, people with a variety of degrees and licenses have entered the field. These
individuals participated in carefully planned training, education, and professional development
programs in specialized departments of tertiary and professional institutions both inside and outside of
Nigeria. The human resource managers work in a delicate area of human resources, which is
frequently referred to as the "cost center,” "heartbeat,” "unit that determines success or failure,” and/or
"people center” of an organization. Human resource management (HRM) used to cover a wide range
of welfare and functional tasks, including hiring, job analysis, job evaluation, payroll management,
performance reviews, labor law compliance, training administration, and other related duties. At the
moment, it also encompasses all of these activities in addition to organizational development activities
like leadership, motivation, creating organizational culture, and sharing shared values.

The majority of HRM work in Nigeria has historically and currently been done in big
organizations. Since SMEs have long been viewed by HRM researchers as second-class citizens, their
attention to SMEs has been very limited (Tansky & Heneman, 2003; Zakaria, 2013). The results of
HRM research in large organizations, however, cannot be universally generalized to SMEs because
they are not a scaled-down version of large firms, have their own distinctive characteristics, and face
different challenges (Nguyen & Bryant, 2004; Kwang, Songan & Kian, 2008; Barret & Mason, 2007).
Given the limited understanding of the important roles of HRM in small and medium firms, there is a
need to shift the focus from HRM in large Organizations to HRM practices in SMEs (Cardon &
Steven, 2004; Ojokuku, 2012). SMEs are far more prevalent and employ a greater number of people
than large corporations in the majority of nations around the world. For instance, SMEs in Australia
account for 98% of all businesses, generate one-third of the nation's GDP, and employ 4.7 million
people. SMEs make up a larger portion of the economy in developing nations than in developed ones.
About 28% of all non-farm employment in Tunisia is held by self-employed individuals, and 62% of
all employment is held by companies with fewer than 100 employees. 98.5% of businesses in Chile are
categorized as SMEs. SMEs are credited with fostering innovation and competition across a wide
range of economic sectors. Small and medium-sized enterprises (SMEs) make up more than 80% of
businesses in Nigeria and about 10% of all new jobs created there (Standard Bank- BRIU, 2018).
Despite the fact that SMEs in Nigeria generate more business opportunities than large corporations,
they still face difficulties that call for the assistance of experts from a variety of fields, including
human resource managers.

Apulu and Lutham (2009) claim that a number of variables influence how well Nigerian SMEs
perform and these variables also increase the likelihood of SMEs failure. Furthermore, as noted by
Costello and Sloane (2003) and Apulu and Lutham (2009), one of the factors influencing the industry
is the adoption of new technologies by SMEs. According to Ongori and Migiro (2008), some of the
difficulties faced by small businesses include a lack of infrastructure, poor governance, issues with a
market that is too small, organizational and legal restrictions, insufficient credit availability, and
insufficient regional amalgamation. Other studies, including lhua (2009), Adenikinju (2005), and
Akpan-Obong (2007), contribute to the factors that affect Nigerian SMEs. These factors, which include
inadequate infrastructure, corruption, a lack of funding, the cost of implementation, inadequate skills
and training, cultural considerations, electricity restrictions, a lack of institutional framework and
owner-manager awareness, are quite similar to those of Ongori and Migiro (2008). Due to the
aforementioned, two important problems with human resource management in SMEs include: a lack of
skills and training prior to the COVID-19 pandemic; and depression and high labor turnover during the
COVID-19 pandemic in Nigeria. Although SMEs may have fewer options for resources than their
larger counterparts to boost performance, human resources are a resource that all organizations,
regardless of size, can benefit from, and this topic is increasingly at the center of conceptual,
theoretical, and empirical debates in SMEs (Sheehan, 2013). Thus, using a basic literature review and
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desk research approach, this study contributes to the debate by critically examining, in line with HRM
philosophies, the potential role of human resource management in Nigerian SMEs.

Review of Related Literature

The paradigm of human resource
management was created as a result of the
ongoing dynamics of a globalizing business
environment, including changes to
sociocultural and political-economic systems,
technologies, consumer preferences, demand
patterns, and competitive tendencies (HRM).
HRM is a branch of management that is
concerned with how people interact at work
and within organizations. Its main goal is to
unite people and help them grow into a
successful organization made up of both men
and women. To do this, it cares about the needs
of each employee and the working groups to
which they belong, ensuring that everyone
gives it their all to make the organization
successful. The effectiveness of their human
resources has been the primary factor in the
rise and fall of both large and small
organizations (HR). This has caused a number
of academics to pay more attention to HRM
issues as a factor that can support industrial
development throughout the world. The
government of these nations has taken various
measures to raise the standard of living of its
citizens as a result of the global economy's
downward trends and the high unemployment
rate in third-world nations. The promotion of
self-employment through the creation of small
and medium-sized businesses stands out among
these (Ariyo, 2001:2). Different people and
organizations have different definitions of
SMEs, so an enterprise that is viewed as small
in one location may be seen differently in
another. The definition evolves over time, even
within a single nation. Total assets, the amount
of labor employed, the values of annual turn-
over and capital investment, etc. are some

common indicators used in the various
definitions.
Small businesses were defined as

having capital (investments in land, buildings,
machinery, and equipment, as well as working

capital) of up to N60,000 and employing no
more than 50 people by the Federal Ministry of
Industries’ small scale industries unit as early
as 1979. However, small-scale industries were
defined in the Central Bank's monetary and
credit guidelines as businesses with an annual
turnover of less than N6 million and a
maximum capital investment of N10 million.
In other words, a small business has a low
market share, few employees, and is
independently owned and managed. Most of
what it covers is direct and private assistance.
Barbershop, computer  business, honey
production,  water  packaging,  poultry,
detergent/soap production, etc. are all potential
small-scale investment opportunities.
Organization for Economic Cooperation and
Development (2005) defines SMEs as
independent businesses with fewer than a
specified number of employees. However,
SMEs are categorized according to their size
and financial  resources. Medium-sized
businesses are those with up to 250 employees,
while small businesses are those with up to 50
employees and micro businesses are those with
fewer than 10, respectively. Small scale
businesses are those with a workforce of
between 11 and 100 employees and a total cost
of less than N50 million, including working
capital but excluding cost of land, according to
the Central Bank of Nigeria report from 2003.
Medium scale businesses were defined as those
with a workforce of between 101 and 300
employees and a total cost of more than N50
million but not less than N200 million,
including working capital but excluding cost of
land.

According to the Small and Medium
Industries and Equity Investment Scheme
(SMIEIS), SMEs are businesses with a
maximum asset base of 200 million naira,
excluding land and working capital, and with a
workforce of between 10 and 300 employees
(Akabueze, 2002). Small scale firms are
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referred to by the terms small scale business,
small scale industries, and small-scale
entrepreneurship. A small-scale business is one
that employs fewer than ten people or whose
machinery and equipment cost less than
N600,000, according to the Third National
Development Plan of Nigeria (1975-1980). A
small business in Nigeria is defined by the
Federal Government Small Scale Industry
Development Plan of 1980 as any
manufacturing process or service industry with
a capital not exceeding N150, 000 in
manufacturing and equipment alone. Small
businesses make up a large portion of
businesses in Nigeria, the majority of which are
in the commercial sector. However, SMEs have
fewer options for resources than their larger
counterparts to boost performance. However,
human resources are a resource that is available
to all organizations, regardless of size, and this
IS receiving more conceptual, theoretical,
empirical, and practical attention in SMEs
(Sheehan, 2013). The management of an
organization’s most valuable asset its
employees who individually and collectively
contribute to the accomplishment of the
business's goals is referred to as human
resource management (HRM) by Amstrong
(2012). People's mental and physical efforts are
required to achieve organizational
performance, which only happens when the
proper HRM policies and practices are
implemented (Guest, 1997).

According to Singh and Vohra (2005),
small-scale businesses will operate more
efficiently when their HRM system is
successfully integrated with their vision and
organizational objectives. Delery and Doty
(1996) acknowledge that small businesses
adopting effective HRM practices will result in
employees not only learning new skills and
knowledge but also changing their attitudes,
which will enhance their performance. In the
era following COVID-19, HRM practices are
crucial for businesses all over the world, but
especially for SMEs. Businesses are human
organizations, so people are crucial to their
existence and success. Therefore, it is not

surprising that management is constantly
worried about the organization's efficient
human resources. Osalor (2010) claims that
Nigeria's informal economy has developed to
the point where it contributes over 65% of the
nation's GNP and creates more than 70% of all
new jobs. Nigeria as a country has recently
made clear how highly the government,
educational institutions, and corporate bodies
regard SMEs. The growth of SMEs is now
acknowledged as a real tool for promoting
poverty eradication, job creation, rural
development, and sustainable livelihood for the
populace (Iwere, 2013). According to Odunayo
(2021), someone must be responsible for the
welfare and productivity of those who work for
the organization. Human resource management
refers to the process by which an individual or
group of individuals oversees programs and
establishes policies that affect everyone
connected to the company.

Small and medium-sized businesses are
widely recognized as the foundation and
industrial center for development in nation-
building (Stokes & Wilson; 2010). Over time,
SMEs have been a means of empowering
Nigerians and generating jobs, accounting for
about 50% of all jobs in Nigeria (Akeem, Obaje
& Salisu, 2015). Additionally, Mba and
Izunwanne (2014) argued that the expansion of
non-oil export is facilitated by SMEs, which
also guarantee even distribution of industrial
development and reduce poverty. Ofobruku,
Nwakoby, Omale, and Okoye (2019) contend
that a country won't be able to develop
anything else if it can't develop the knowledge
and skills necessary for its economy. In their
discussion of the high-performance work
system (HPWS), Zhang, Fan, and Zhu (2014)
proposed the notion of HPWS as a set of
practices which enhance employees' skills,
commitment, and efficacy in order to gain a
competitive advantage. Perhaps if the staff
receives the required training to advance their
knowledge and skills, this will in some way
result in an increase in production, which
would improve business performance and result
in higher wages for the workers. As a result, the
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country's GDP will rise, improving living
conditions in particular. An increase in output
may also increase the country's trade with other
nations on the global stage.

Roles of SMEs in Nigeria

It is impossible to overstate the
importance of SMEs to the Nigerian economy.
They include:

1. Creating jobs for young people who are
unemployed;

2. Increasing the number of indigenous
industrialists, which results in true
economic independence?

3. Facilitating the efficient mobilization of
local resources and expertise. When
located in rural areas, they serve as a
deterrent to rural-urban migration;

4. They promote local raw material sourcing
and utilization;

5. Some small and medium business
organizations  produce parts  and
components for large-scale enterprises;

6. They provide good avenues for few
entrants into the business world and an
excellent training ground for young
entrepreneurs;

7. They serve as rivals, adversaries, and
subsidiaries to the big businesses.

Given the (1) function of SMEs
described above, human resource managers
place a high priority on creating jobs for young
people. Therefore, it is imperative to consider
the roles of human resource management and
how they can assist in addressing the
challenges of inadequate skills and training
faced by SMEs in Nigeria.

Role of Human Resource
Management in  Addressing the
Inadequate  Skills and Training

Challenges of SMEs in Nigeria
Employee involvement or participation
in work organization, as well as higher
productivity and quality, are the goals of
human resource management (HRM). It is
important to remember that human resource

management is the department within an
organization that is responsible for hiring and
selecting  employees,  managing  them
effectively, and giving them guidance. The
organizational function known as human
resource management deals with matters
pertaining to people, including pay, hiring,

performance management, organization
development, safety, wellness, benefits,
employee motivation, communication,

administration, and training (Okolie, Irabor &
Udom, 2017). Human capital management,
corporate social responsibility, and other
factors that are expected of any Organization
that requires the practice of human resource
management as well as the professionalism of
human resource managers are the main
philosophies at the center of human resource
management (Okolie & Ayewumi, 2020). In
large organizations, the human resource
management philosophies are frequently
emphasized, but in Nigeria's small and
medium-sized businesses, they are rarely or
never strictly emphasized. As was already
mentioned, SMEs may have fewer options for
resources than their larger counterparts to boost
performance, but human resources are a
resource that all Organizations, regardless of
size, share. Effective HRM philosophies are
therefore necessary to address the issues with
inadequate skill and training in Nigerian SMEs.

Small and medium-sized businesses
(SMEs) should have a clear organizational
structure or design, as well as clear human
resource strategies, policies, procedures,
practices, and programs. Employees should be
placed in job positions based on their
competencies, and recruitment and selection
processes should be objective and based on job
design and analysis. Talented workers should
be properly managed, and workers' overall
health, safety, and well-being should be
prioritized. Performance management should
be based on job evaluation, with an emphasis
on learning, training, and development.
Employees' voices should be held back, grade
and pay structures should be emphasized, and
top-down and bottom-up communication
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should be encouraged for performance-related evolutionary  theory of firm  growth,

reasons.

Furthermore, in light of the COVID-19
pandemic, HRM in SMEs is crucial. In Nigeria,
many SMEs are going out of business. Due to
the CBN cashless policy, many organizations,
including those in the hotel, tourism,
cosmetics, and other industries as well as
SMEs around the world are currently losing the
majority of their customers, and countless
organizations are dismissing their staff as a
result of financial difficulties. As a result, some
workers are depressed, and others have made
the decision to take time off or quit their jobs
(Adams & Walls, 2020). Therefore, human
resource managers' efforts are essential to
guaranteeing SMEs' survival in  this
challenging time. In addition to the inadequate
skills and training that are SMEs' biggest
problems from an HRM perspective,
depression and turnover have also become
major problems during COVID-19 and must be
urgently addressed using the aforementioned
HRM  philosophies.  Government  relief
measures are essential for business survival in
this difficult period, but organizations must
also implement HRM philosophies effectively
if they are to survive the aftermath of the
COVID-19 pandemic. As a result, SMEs in
Nigeria are expected to adopt HRM
philosophies in order to be more effective and
efficient in-service delivery through proper
utilization or management of their employees
in order to achieve organizational goals.

Theoretical Framework

The evolutionary theory of firm growth
proposed by Nelson and Winter (1982) is the
foundation of this study. According to the
scholars, a company's ability to use factors that
support the growth of SMEs, particularly
people (staff or employees) to speed up the
production process, which will result in a
significantly  larger company, is what
determines the size of the firm. Future
outcomes are anticipated from effective
capacity-building  techniques that have
improved over time. According to the

organizations' critical assets must be used to
their full potential in order for them to perform
better. The theory further asserted that in order
to increase productivity and organizational
performance, the human resource (employees)
of the firms must go through strategic capacity
development. The theory states that human
resource management is  essential for
enhancing employees' productivity and
performance in all sizes of organizations, not
just SMEs. According to Dessler (2011),
effective HRM is essential for small businesses
to remain competitive because they face unique
risks and must therefore take advantage of
every advantage available. For small
businesses to attract and retain large clients, the
implementation of specific HR policies is
another crucial requirement. This is due to the
fact that major clients look for evidence of
compliance with global quality standards,
which may include specific HR practices like
training and performance  management
initiatives. However, small business HR
management differs from large business HR
management.

Conclusion and Recommendations
Today, SMEs in Nigeria are receiving
more attention as a way to combat the rising
scourge of unemployment, especially among
graduates and school dropouts. Practices in
human resource management are a key factor
in any business organization's  success.
Although there are many factors that affect an
organization's success, it is difficult for an
organization to succeed without effectively
managing its human resources (HR). The
situation is even more dire for small businesses
because these organizations rely more on the
contributions of specific employees than do
their larger counterparts. In the majority of
SMEs in Nigeria, human resource management
philosophies are absent. Many of them don't
even have quick memos outlining employee
conduct, dress code, work hours, etc. for
managers and staff. When faced with a legal
issue or when trying to address its human
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resource challenges, an organization will spend

less time developing HR policies and

procedures than it will spend litigating human
resource management-related issues,
particularly in light of the CBN cashless policy.

Therefore, SMEs must adopt the HRM

philosophies in order to carry out their duties

effectively and efficiently, attract and retain
personnel with the necessary skills, knowledge,
and abilities, or address the issues of
insufficient skills, training, cum depression,
and labor turnover that exist among workers.
The study comes to the conclusion that human
resource development is crucial for all
organizations, no matter how big or small,
because it is well known that no business can
function without people. Businesses are human
organizations, so people are crucial to their
existence and success. Making opportunities
for employees to carry out various managerial
tasks available through job enrichment and job
rotation to broaden staff experience is one
tactic for promoting HRM among employees.

According to the study's conclusion, the

following suggestions are made:

1. To achieve sustained business growth in
Nigeria after COVID-19, SMEs must
immediately implement human resource
management strategies. While conducting
the recruitment and selection process, job
specifications should be created and
strictly followed.

2. To broaden their knowledge and boost
organizational performance, managers of
small and medium-sized businesses in
Nigeria should take advantage of various
training programs and workshops on
human resource management techniques.

3. There should be consistency in training
activities, and SMEs should have clearly
defined recruitment and selection policies
that are compliant with the law. The
owners of SMEs should ensure that
training provided to employees is pertinent
to their needs. For this reason, the proper
machinery should be installed to conduct
routine skills gap analyses to determine
their employees' training needs.
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