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ABSTRACT

This cross-sectional research explores the relationship between strategic planning practices
and performance of SMEs in the Nigerian service-related sector, to establish empirically
whether adopting strategic planning impacts performance, as previous studies covering the
developed world have found.

It appraises the attitudes to and perceptions of SME owners and managers in Nigeria towards
strategic planning, to determine if strategic planning adoption impacts on performance. It also
attempts to ascertain the extent to which SMEs in the Nigerian service-related sector make
use of strategic planning and the role the peculiar Nigerian socio-cultural dynamics (such as
the patronage culture, corruption, religion, societal norms, and education) play in hampering
adoption. It intends to provoke debate about and generate awareness of the need for Nigerian
SMEs to plan strategically for continuity. It also presents a framework for deducing the
relationship between strategic planning and SMEs’ effectiveness from the Nigerian
perspective.

A mixed methods approach was adopted and primary data were collected from owners and
managers of SMEs, using both questionnaires (136) and semi-structured interviews (20). The
findings indicated a low level of strategic planning adoption among Nigerian SMEs, partly
due to the social factors mentioned. They corroborate findings from extant research covering
the developed world, that adopting strategic planning impacts positively on the performance
of SMEs. The study suggests that systematic re-orientation is required, for SME owners in
Nigeria to embrace the concept of long-term planning for continuity, and for responsible
government agencies to actively promote it.

Finally, this study extended and expanded the scope of previous research by proposing a
model suggesting that the decision to adopt strategic planning depended partly on the
business and owners’ attributes, and partly on the socio-cultural influences of the business
location and business owners’ socio-cultural orientation.

KEYWORDS: Strategic planning, Performance, SMEs, Service-related sector. Socio-
cultural factors, Nigeria.
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CHAPTER 1
INTRODUCTION

1.0 Introduction

This study investigates the impact of having strategic planning in place on small and
medium-sized enterprise (SME) from a Nigerian perspective. It is intended to assess the
attitudes and perceptions of SME owners and managers in Nigeria towards strategic planning,
in order to substantiate empirically the presence or absence of strategic planning practices
among Nigerian SMEs and to determine whether embracing formal planning impacts on

performance.

This will be a mixed method research. The study follows the structure of Collins et al. (2006)
who conceptualized three phases for mixed research: research formulation, planning, and
implementation. Collins et al. further suggest that research components such as setting the
aims and objectives of the study, defining the rationale for the research and for the choice of
mixed methods, the purpose of mixing and the research question and hypothesis take place at
this stage. Hence, the basis for this chapter is to develop the research formulation idea in
terms of defining a rationale for the research by outlining the background to the study, the
aim and objectives, the research problem, the research questions, and the justification (both
personal and academic) for undertaking the study. It also presents what the study intends to
achieve (both in terms of adding to knowledge and making a difference in the real world), the
theoretical background to the study and the general research approach for the thesis and the

research hypothesis.

1.1 Background to the study

Evidence from empirical studies available suggested that small and medium-sized enterprises
(SMEs) have made and still do make a very notable contribution to the Nigerian economy,
which has been lauded by all and sundry for its role in cushioning the severe unemployment
rate in Nigeria (Anigbogu et al., 2014; Eniola, 2014; Safiriyu and Njogo, 2012; Bowale,
2013). It has also been suggested that small and medium-sized enterprises boost the Nigerian
economy by making room for employment, skill acquisition, means of livelihood and
entrepreneurial quality (National Planning Commission 2009). Aremu and Adeyemi, (2011)

also put forward that Nigerian SMEs play a vital role in the growth prospect of the economy



and a very critical role in the manufacturing sector and value chains through their widespread
presence and the multiplier effects they created on the rest of the economy (Kadiri, 2012,
Ofoegbu et al., 2013; Obokoh et al., 2009).

This assertion is also accepted to be true for several countries and regions of the world,
including the developed economies. For example, Suresh and Mohideen, (2012) put forward
that small and medium-sized enterprises play a ‘catalytic role’ in the improvement of
business activities of a good number of economies. Furthermore, several other academics
suggest that SMEs are the bedrock of industrialization, wealth distribution, empowerment
and entrepreneurial development (Masarira and Msweli, 2013; Dusko, 2014; Chen, 2006;
Imafidon and Itoya, 2014; Osinde et al., 2013).

However, Nigerian small and medium-sized enterprises operate in a very volatile and
difficult economic climate owing to external factors such as lack of access to financial credit
and capital, serious infrastructural deficits, lack of or inadequate policy direction, policy
volatility, civil unrest and the like (Dugguh, 2015). For this reason, there has been substantial
research on the various factors responsible for SME failures and success, including poor
financial management, lack of or difficulty accessing capital, frequent government policy
changes and bureaucracy, adverse business environment, lack of infrastructure and other
basic amenities. (Karadag, 2015; Aborampah, 2012; Syed, 2012; Aleksejeva, and Aleksejeva,
2015; Awa et al., 2015).

There has been a concerted effort by successive Nigerian governments since the country
returned to democratic rule in 1999 (after successive military regimes) to bolster the small
and medium-sized sector of the economy. This effort does not appear to have provided the
much-needed boost that the various interventions had intended, as most SMEs in Nigeria fail
before their first anniversary, despite the unsophisticated consumer market. In addition, the
SMEs sector in Nigeria is awash with capacity under-utilisation, with businesses closing their
doors while customers are still queuing up for purchases, due to stock running out, capital
flight and insufficient human capital development among other reasons (Obokoh, 2008; Chidi
and Shadare, 2011). While the government effort was notably intended to solve some of the

external challenges like access to credit and providing a conducive business climate, the



owners and managers of these small businesses need to have workable plans and strategies to

grow their businesses and stay in business with the help of these interventions.

Research from the developed economies where SMEs do not face some of these challenges
covers issues of management of the SMEs, strategic planning, innovation, adoption of
technology, expansion and growth and transiting SMEs to larger corporations and
conglomerates through merger and acquisitions (Brown, 2008; Dibrell et al., 2007; Falshaw
et al., 2006). Much research has covered the developed economies on the connection between
strategic planning and the performance of SMEs. It has been suggested by a number of these
researchers that a positive correlation of growth exists between SMEs use of strategic
planning practices and the SMEs’ performance (Al-shammari and Hussein, 2007; Wilson and
Eilertsen, 2010; Andersen, 2000; Ipinnaiye, et al, 2017; Kraus, et al., 2006; Smith, 1998).
Yusuf and Saffu (2005) pointed out how planning improves performance only in the
manufacturing sector in Ghana. However, other studies suggested either no correlation or
indifferent results (Falshaw et al., 2006; Kroeger, 2007; Brown, 2008). These and other
theories pointed to a positive impact when SMEs embrace strategic planning.

The choice and application of certain strategic planning models and features may improve the
survival of SMEs, not only in a turbulent climate that most Nigerian SMEs find themselves in
most of the time, but also in a competitive environment, and can facilitate survival and

contribute to business growth, among other things (Akinyele and Fasogbon, 2010). Mintzberg
(1994) despite his doubts about strategic planning, outlined the importance of strategic

planning to include enabling a company to coordinate its activities as it helps a business make
sure that the future is taken into account, thereby guaranteeing preparedness for the inevitable

and pre-empting the undesirable.

The purpose of this study is to substantiate whether SMEs in the Nigerian service-related
sector carry out strategic planning activities, including the setting of goals, objectives,
mission statements and the adoption of strategic planning, and if the carrying out of these
strategic planning activities help the businesses produce growth and superior performance.
This research is filling a gap in the sense that the flood of research and interest in both
business and academic circles regarding the relationship between strategic planning and
SMEs’ performance had been largely focused on the developed economies of America and

3



Europe. As for the Sub-Saharan African continent in general and Nigeria in particular, there
was not much done in line with this research until lately. Nevertheless, studies on the
association between strategic planning and SMEs performance are at the early stage in
Nigeria. Some good amount of research have been undertaken on the SMEs in Nigeria, but
only from the perspectives of developmental challenges and external issues hindering the
progress of the sector. For the most part, inputs have been targeted on the external difficulties
and issues outside the business owner’s attitude like lack of basic infrastructures accountable
for the poor progress of the SME sector. Most of the research pointed out lack of access to
finance in terms of loan and credits, lack of infrastructure and basic amenities, corruption,
political instability, civil unrest as the reason behind the state of the Nigerian SME sector
(McCarthy, 2007; Mambula, 2002; lhua, 2009; Kabongo and Okpara 2009; Agundu, and
Dagogo, 2009; Adobi, 2012; Adekunle and Tella, 2008).

1.2 Theoretical background

The theoretical framework put forward for this research is based on finding gaps in extant
literature and knowledge covering the subject matter — whether adopting strategic planning
tool impacts business performance and particularly focus in understanding the influence and
the perspectives of the peculiar Nigerian socio-cultural settings when considering strategic

planning adoption.

The significance of strategic planning for the growth, development and its positive impact on
businesses, in general, has produced remarkable interest amongst academics and within the
business world since the concept was introduced (Robinson and Pearce (1984). Whereas
substantial literature pointed out the positive impact of the use of strategic planning tools on
business performance to include financial performance including an increase in turnover,
profitability, increase in market share, and non financial performance like subsistence, seizing
the competitive advantage, and development of the SME; a few other studies reported an
indifferent outcome. Meanwhile, the settling point and conclusion of the majority of these
arguments and preponderance of empirical positions are that strategic planning on the long
run made a contribution to the business performance by way of allowing a business to
coordinate its activities in terms of linking actions in the past to the current while taking the
future into consideration. However, the various discussions largely took place in the
developed economies of America, Europe and Asian-Pacific with very little or no meaningful
4



study taken place in Nigeria. This is one of the numerous gaps, investigating the topic in new

geography and setting.

Again, research on the connection between strategic planning adoption and SMEs
performance were carried out with a broad array of approaches and theoretical frameworks
and models. Most of these centered on the relationships between planning sophistication, size
of the SME and ownership attributes (Fernandez, 2010; Lyles et al., 1993; Williams, 2008;
Bracker and Pearson, 1986; Koufopoulos et al. 2010). This current work attempts to extend
and expand these model for the new geography of study — Nigerian SME, by also including a
model that suggest that cultural settings of the business location and socio-cultural orientation
of the business owner also influence strategic planning tools involvement. In addition, given
the immense differences in culture, attitude and geography between extant study, this study is
a deviation from the most available extant literature on strategic planning SME performance
relationship and results and conclusion shall largely reflects a substantial perspective that

diverges from the conventional Western viewpoint.

This study investigates the attitude and perceptions of Nigerian SME owners and managers
towards strategic planning. In other words; it intends to ascertain whether SME in Nigeria
adopts strategic planning practices and whether the peculiar socio-cultural dynamics of the
study location influence the decisions to adopt or not to adopt. Also of note is the need to

ascertain whether the use of strategic planning practices improves the SME’s performance.

1.3 The research problem

Evidence from most studies focusing on developed economies suggested that the adoption of
strategic planning enhances the performance of a small and medium-sized business in one
way or another. The researcher intends to investigate this issue further from the perspective
of a developing economy: Nigeria. The starting point for this research, therefore, is to
investigate the extent to which SMEs in Nigeria adopts strategic planning. This shall form the
basis for the first research question. The research question to be considered in line with this

is: Do SMEs in Nigeria adopt strategic planning?

The thesis takes a cross section of SMEs in Nigeria, addressing (i) the prevalence of formal
strategic planning (ii) the extent to which adoption of strategic planning is related to
5



demographic categories (education, age, sex), (iii) the extent to which adoption of strategic
planning is impacted by culture (Hofstede categories, religious and ethnic background), (v)
the characteristics of SMEs (lifespan prior to the research, size measured in various ways, and
by implication, sector), and (vi) the relationship between the extent of strategic planning and

firm performance.

The core research problem this study intends to investigate is the degree to which small and
medium-sized businesses in Nigeria have a formalised strategic plan, in order to ascertain the
effect strategic planning practices will have on the performance of small and medium-sized
businesses in the Nigerian context. Existing empirical findings on the relationship between
strategic planning practices and improved performances of SMEs have been in the developed
economies of Europe, America and some Asia-Pacific regions. Therefore, an exploration into
the association between strategic planning and SMEs performance from the sub-Saharan

African context (Nigeria) will represent the filling of a gap in the field of research.

Hence, this research seeks to assess how Nigerian SMEs conduct strategic planning, what
challenges impede these SMEs having a strategic plan and what best practice if any is
identified or developed by the SMEs. The expected outcome is to ascertain whether internal
business plans such as having a strategic plan enhanced both the survival and performance of
SMEs in Nigeria, as empirical data from developed economy showed, and to seek to
highlight the importance of embracing strategic planning practices among Nigeria SMEs. It is
also hoped that the study will shed more light on the correlation between strategic planning

and SME performance from a different perspective.

1.4 Aim of the study
The exact purpose of the research is to establish whether there is an association between
strategic planning adoption (i.e. the independent variable) and the performance of small and

medium-sized businesses (i.e. dependent variable) in the Nigerian service-related sector.

Therefore, the aim of this study is to investigate attitudes and perceptions of SME owners
and managers in Nigeria towards strategic planning in other to substantiate empirically the
presence or absence of strategic planning practices among Nigeria SMEs and if the adoption
of strategic planning practices has an impact on the SME performance.
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The independent variable is strategic planning, and the dependent variable is performance
and growth. The study conclusion might help small and medium-sized businesses in Nigeria
with empirical research outcomes. The conclusion may also be of interest to the Small and
Medium Enterprises Development Agency of Nigeria (SMEDAN) whose responsibility it is
to facilitate the growth and progress of SMEs.

| considered the role small and medium-sized businesses play in the Nigerian economy to be
vital. There are reports and data from various stakeholders on the impacts and roles small and
medium-sized enterprises play in the Nigerian economy. The challenges of Nigerian SMEs
are also well documented. The author shall attempt to highlight some in this chapter, but
more details are given in other parts of this research. These make this research on SMEs in
Nigeria a plausible proposition. SMEs contribute to the Nigerian economy by providing
employment, innovation, government grants, means of livelihood and entrepreneurial quality
(National Planning Commission 2009). Also, Nigerian SMEs play a vital role in the growth
potential of the economy and a very significant contribution to the manufacturing sector and
value chains through their widespread multiplier effects on the rest of the economy (Aremu
and Adeyemi, 2011; Kadiri, 2012; Ofoegbu et al., 2013; Olutunla and Obamuyi, 2008). In a
country of about 170 million people with over 250 ethnic groups, there are some interesting
peculiarities owing to the influence of cultural and geographical splits that may arise from the
study of Nigerian SMEs that past studies, especially in the developed world, may not have

covered.

The Nigerian economy is growing and outperforming most of the emerging world economies,
with corresponding growth in the middle class with disposable income, and is likely to be the
second-fastest growing major emerging market in 2014 (Boumphrey, 2014). Small and
medium-sized businesses play a major role in this. It can therefore, be augured that SMEs in
Nigeria are currently in a very good time to grow, expand and even aspire to be transformed
into big conglomerates with proper strategy and foresight. The table below illustrates the

buoyant state of the Nigerian economy.
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Fig 1.1: Figure indicating the IMF’s projection of real GDP Growth in Top 5 Fastest-
Growing Key Emerging Economies in 2014

Source: Euromonitor International from national statistics/Eurostat/ OECD/UN/IMF

Furthermore, the rise in the Nigerian economy through the involvement of small and
medium-sized enterprises is being recognized across the globe. The IMF has indicated that
economic growth is projected to get better further in 2014, as a result of increased activities
by the agriculture, trade, and services sectors where SMEs are the main players. The body
also forecast that Nigeria’s GDP will accelerate to 7.3 percent in 2014, up from 6.4 percent in
2013 (IMF, 2014). Again, Jim O’Neill, the economist who coin the term BRIC (Brazil,
Russia, India and China) to refer to the probable powerhouses of the global economy in 2001
has also recently identified another four countries as the next world economic forces: MINT
(Mexico, Indonesia, Nigeria and Turkey) (BBC, 2014).

In addition, research on the state of the African economy (Madongo, 2014) has reported an
increasing focus of private equity investment on West Africa in general and Nigeria in
particular far beyond other parts of sub-Saharan Africa, including South Africa, Africa’s
biggest economy at that time.

Meanwhile, since the various reports above, the Nigerian economy has grown to be the
biggest economy in Africa and the 24™ largest economy in the world (The Guardian

newspaper UK, 2016; Thisday newspaper, 2016)). And despite the recent period of slow
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growth and the fall in GDP due to the drastic fall in crude oil prices, Nigeria’s main export
which tips the country into a double-dip recession, it has been confirmed recently that Nigeria
had and still remain the largest economy in Africa (Vanguard newspapers, 2016; Chigozie,
2017).)

Whereas SMEs are important to the Nigerian financial system, they have a substantial failure
rate due to a number of external constraints already highlighted by several authors in this
study, ranging from huge infrastructure investment deficit, dilapidated infrastructure,
unreliable power supply, lack of know-how, lack of access to capital, political instability,
civil unrest, ethno-religious crises and so on (Shonubi and Taiwo, 2013; Kadiri, 2012;
Bowale and Ilesanmi, 2014). However, even where there has been substantial government
effort at resolving some external issues, like providing or facilitating access to capital and
infrastructure, SMEs still struggle. This goes on to corroborate some studies that pointed to
inadequacies in the internal interconnections of the SMEs, such as absence of or poor
strategy, poor management abilities and so forth, which are to blame for about 60% of failed
businesses and a lack of progress of the SME sector (Dockel and Ligthelm 2005; Ligthelm
and Cant, 2002).

These external factors may not solely be responsible for Nigerian SME performance. As
indicated by Mintzberg et al. (2003) and Stewart (2002), even if strategic planning is not the
only issue responsible for SME superior performance, issues responsible for poor
performance may be anticipated and put right by means of strategic planning in the early
phase of business development. From the Nigerian business perspective, even though most
SMEs began with a plan to attain success and expansion they are susceptible to poor
management of resources and productivity issues in the absence of plausible strategic and
tactical strategies (Chidi and Shadare, 2011). There is good research evidence (focusing on
developed economies) that strategic planning impacts the performance of SME (Glaister, et
al. 2008; Dibrell et al., 2007). This study therefore, is intended to investigate this issue from a

developing economy (Nigerian) perspective.

In spite of the growing significance of SMEs to the Nigerian economy, there is

(astonishingly) a near absence of empirical research investigating the extent of adoption and

practice of strategic planning within Nigerian SMEs. For this reason, this study shall evaluate
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strategic planning traditions adopted by SMEs in Nigeria. A few existing studies dwell on the

external challenges impeding the growth of Nigeria SMEs (lhua, 2009; Kabongo and Okpara
2009; Agundu, and Dagogo, 2009; Adobi, 2012).

1.5 Research objectives

The aim shall be supported by the following objectives:

1.

To conduct a critical review of relevant literature associated with the concept of small
and medium-sized business (SME), strategic planning and its impact on business
performance, especially small and medium-sized businesses.

To ascertain strategic planning practices among SMEs in Nigeria.

To explore both SMEs’ and SME owners’ characteristics, the consequential goals and
objectives that they set, and the complexity of planning.

To explore the correlation between strategic planning, the extent of strategic planning
sophistication and SMESs' performance.

To ascertain the degree to which the use of business objectives transmits to the level
of planning complexity and to SME performance.

To establish the impact of strategic planning on the growth and development of SMEs

in Nigeria.

1.6 Research questions

To attain the aims and objectives, the research questions below were created:

Do SMEs in Nigeria adopt strategic planning?

Are there noteworthy disparities in performance between SMEs in Nigeria that take
on in strategic planning and SMEs that do not?

Is there a correlation between the SME and SME owner’s individual characteristics
and the engagement of strategic planning?

Is there a connection between the SME and SME owner’s characteristics and
objective setting and the extent or complexity of planning?

For a SME that utilize strategic planning, is there a considerable correlation between
setting goals and objectives, planning sophistication and SME performance?

Is there any direct link between the gender, culture and religious inclination of

Nigerian SME owners/managers and their engagement with strategic planning?
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1.7 Research hypothesis

In order to reveal patterns within the data and identify relationships connecting the various
concepts or variables involved, hypotheses have been deduced. (See section 4.1.2 and
Chapter 5). A number of simple directional statements of hypotheses and alternative null

hypotheses are put together for the entire research questions above.

1.8 Rationale for the study

Research has been carried out around the globe, especially in the developed economies,
regarding the impact of strategic planning on business performance, especially small
businesses (Robinson and Pearce, 1984; Schwenk, and Shrader, 1993; Hoffman, 2007; Vargo
and Seville 2011; Campbell, 2010). However, there are few empirical data from research on
this subject covering Nigeria, despite the huge interest from Nigeria in research. A few
studies available focused on the external challenges of Nigerian SMESs, concentrating on
issues of finance and lack of infrastructure. This has left a yawning research gap that needs to
be filled. Therefore, the dearth and paucity of empirical studies on strategic planning and
SME performance in the Nigerian context is one of the main rationales for this study.

As highlighted above, and because of the dearth of empirical study on the connection
between strategic planning by Nigerian SMEs (the independent variable) and their
performance (the dependent), this research will focus on the service-related sector of the
Nigerian economy. The rationale for the selection of small and medium-sized enterprises
from the service-related sector is because of a number of factors, including the robust role
this sector plays in the Nigerian economy, the near-even spread of SMEs all across every
region and town in Nigeria, as this should contribute to the validity of the sample, and the
fact that the service-related sector should make for a more focused and achievable research
study scientifically, having covered a more manageable market and body of literature, given
the huge number of SMEs in Nigeria. Also, a precedent exists in similar research from the
developed economies; a number of authors have used a similar sector case study approach
(Khuong, 2002 on the lime industry; Al-shammari and Hussein, 2007 on manufacturing in
Jordan; Brown, 2008 on modelling, simulation and training in Florida; Gkliatis and
Koufopoulos, 2013, on hospitality in Greece; and O'regan and Ghobadian, 2006,

manufacturing in the UK).
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This present research will take account of whether and how Nigerian SMEs used strategic
planning to accomplish business objectives and improve performance. SMEs in the Nigerian
service-related sector comprises several types and sizes of business serving their community
in various forms, including ICT, educational institution, tourism and leisure, trade and
commerce, transportation, consulting, law, healthcare, financial services, convenience stores

and food vending.

Furthermore, SMEs in Nigeria, despite being the most common means of livelihood and
employment generation, and a huge contributor to GDP, are in a dire state. The sector is
characterised by ineptitude, capacity under-utilisation and mediocrity. The government has
realised the need to get this important sector of the economy going in the past fourteen years
since Nigeria returned to democratic rule (Bowale, and llesanmi, 2014). Successive
governments have made concerted efforts to bolster the performance through regular fund
disbursement in the form of loans, grants, and other interventions but progress continues to be
very slow (The Economist Intelligence Unit, 2013; Kanayo et al., 2013). This shows that lack
of finance, as highlighted by the few studies investigating lack of progress in the SME sector
of Nigeria, is not the only problem. This study intends to contribute to the quest for solutions

to the dire state of Nigerian SMEs by highlighting strategy and planning concepts.

The majority of the multinational corporations that dominate the landscape of most developed
and rising global markets began as SMEs. For example, the Morrisons superstore in the UK
began as a family business. Often, the growth of such corporations was due to the long-term
strategy of the owners and managers. However, whereas examples abound in developed
economies of large multinationals conglomerates which began as a SME, family-run
businesses; such examples are uncommon in Nigeria and a good percentage of SMEs that
start in Nigeria do not survive past their first anniversary (Siyanbola and Gilman 2017),
despite the unsophisticated consumer market. This study intends to provoke debate on the
need for Nigerian SMEs to plan strategically for continuity. Furthermore, this study intends,
through awareness of strategic planning practices, to explore the possibility of having a
spread of branches of SMEs in various towns, states and regions of Nigeria, just like the
developed world where successful organizations have a presence in every major town and
city, with strategies in place to expand wherever there is a market. It also intends to create
awareness as to how a SME can plan for the appropriate capacity to meet customer
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expectations, contrary to the current state where SMEs close with customers waiting in line,
due to running out of stock. Lack of planning is responsible for this situation. There is much
capacity under-utilisation, despite the availability of raw materials, cheap labour and little or
no legal or regulatory barriers to trade.

Again, there is a dearth of empirical research concerning the importance of strategic planning
for small and medium-sized business in Nigeria which provides a need for critical analysis of
this subject matter. Thus, this study is noteworthy in that it presents a framework for
deducing empirical data on the connection between strategic planning and SMEs
effectiveness from the Nigerian perspective. This study is also essential because the study
shall generate awareness and contribute to the body of knowledge to facilitate SMEs to
survive. Further, this study shall expose the peculiar Nigerian socio-political business

environmental factors and its influence on the practice (or lack) of strategic planning.

The study shall provide some significant understanding of the relevance of western strategic
thinking to the business environment in Nigeria. This empirical research linking strategic
planning and performance among SMEs in Nigeria may be among the very few first of its
kind in Nigeria. In addition, despite the exhaustive nature of research and findings in this area
covering the developed economies, there is a need to repeat this study in other cultural
settings, i.e. developing economies as a whole and Nigeria to be specific, in order to establish
if similar outcomes will be recorded. Finally, this research may provide a yardstick for the
assessment of strategic planning and the advantages obtainable from strategic planning in the
Nigerian service-related sector, which is a very significant sector for the Nigerian economy.
It also contributes to the general literature on strategic planning, by probing the advances of
strategic planning practices in a developing economy characterised by a high degree of
uncertainty in the business environment, conservatism, socio-cultural and religious plurality,

which has not been considered by many past studies in the developed world.

On completion, outcomes from empirical data from this study shall provide new knowledge
and insights on the state, outlook and the influence of strategic planning on the performance
of SMES from an emerging or developing economy perspective, unlike readily available

research focused on the developed economies of the West.
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1.9 Methodology

The methodology adopted for the study (discussed extensively in chapter 4) includes the
pragmatism philosophy from the ontological paradigm. The mixed methods of combining
both the quantitative and qualitative approaches were deem suitable for the study and were
adopted. The questionnaire and semi-structured interview were used for the data collection.
The time horizon was cross-sectional as data was gathered once using the survey strategy. In
line with the pragmatism paradigm and mixed methods approach adopted, the research’s

method of reasoning was both inductive and deductive methods.

1.9.1 Data collection

Primary data for the study was collected using both questionnaire and semi-structured
interview:

Semi-structured interview — This was conducted solely by the researcher using prep-prepared
semi-structured question designed for the same purpose (Appendix 6)

Questionnaire — The questionnaire was administered by the respondents with the help of three

other third party individual as well as electronically via email and the web (Appendix 5)

1.9.2 Data analysis

In line with the mixed methods nature of this study, data analysis was by both quantitative
and qualitative analytical techniques within the same framework informed both a priori and
aposteriori. Data analysis was done using a concurrent triangulation strategy. Excel
spreadsheet was used for the statistical analysis for both aspects. Both the correlation
coefficient (r) and regression analysis () were used to quantify the strength of the
relationships between the variables for the quantitative part and hypotheses were also tested.

Content analysis technique was used for the qualitative data.

1.9.3. Limitation and Delimitation of the study
The limitation of this study is in terms of the size and spread of sample collected from only
four out of Nigeria’s thirty-SiX states due to the constraints of time and resources. Collecting

data from more than four states would have made for a more rounded generalization.
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Delimitation of the study is that the study only appraises empirically the presence or absence
of strategic planning for SMEs in the service related sector in Nigeria only. This excludes all
SMEs operating in all other sectors e.g. manufacturing sector, agro-allied sector, etc. It also
excludes foreign owned and foreign managed SMEs operating in Nigeria.

1.10 Overview of the study

This study has been organised into 8 chapters:

Chapter 1 This chapter presents an outline of the study’s general content including the
background to the study, theoretical background, the research problem, aims and objectives;
research hypotheses, the rationale for the study, the methodology adopted, hypotheses
development and limitation and delimitation of the study.

Chapter 2 This chapter presents the review of plausible relevant literature on strategic
planning generally; theories and concepts that underpin the background for the theoretical
framework for this study. It covers the concept of strategy, strategic planning, strategic
planning concepts, and models among others.

Chapter 3 Relate to the review of relevant background topics and subjects relevant to the
study. These include the study geography — Nigeria, the concept of small and medium-sized
business (SME), entrepreneurship and socio-cultural issues. These also form core

components of the variables that define this study.

Chapter 4 This chapter discusses how the study was conducted. It provides insight into the
various available methodologies to conducting research and the choice of methods and why
such methods were adopted over other methods. It conceder’s issues such as research
philosophy, paradigm, design, sampling methods and data collection techniques the study
adopted and data analysis tools and techniques. It also addresses issues of ethics,
confidentially reliability and validity.

Chapter 5 This chapter presents the theoretical background and framework that led to
hypotheses development and all hypotheses formulated for this study. It also covers the

hypothesis map.
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Chapter 6 Presents the result of data collected from both the questionnaire and semi-
structured interview survey presented by way of a mixed data analysis process. It shows the
data the data reduction (a) data reduction (b) data display (i.e., portraying the data set
visually), (c) data transformation and (d) data correlation

Chapter 7 Covers the data analysis, discussion of the findings for both qualitative and

quantitative data and the testing of hypotheses.

Chapter 8 Provides the summary of the study, conclusion, and recommendation for further

studies. It also highlighted the limitation and delimitation of the study
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CHAPTER 2
REVIEW OF LITERATURE ON STRATEGY, STRATEGIC PLANNING AND ITS
RELATIONSHIP WITH BUSINESS PERFORMANCE.

2.0 Introduction

The essence of this chapter is to be critically aware of what other researchers have done in
relation to the research topic. This thesis concerns corroborating empirically the presence or
absence of strategic planning practice among Nigerian SMEs, in order to assess empirical
proof of the contribution strategic planning activities made to those SMEs who embrace it. It
is intended to examine the planning practices and attitudes of Nigerian SME owners and
managers towards strategic planning, and also to investigate the peculiar Nigerian socio-
cultural and environmental influences on the relationship between strategic planning and
SME performance, in the light of research from the developed economies of the world. The
rationale for this review is to critically analyse the past body of knowledge in order to
understand the context of the work carried out in the current study, so as to establish gaps,
trends, patterns and also to understand the different views and features identified by the past
authors. This is important as various researchers may have adopted diverse approaches, as
they carried out their research in different cultures and times. There is also a determination
throughout this review to fill any gap in the literature that may be discovered and answer any

unresolved questions from the previous work reviewed.

There has been debate among intellectuals of the benefits of strategic planning on the
performance of small and medium-sized enterprises. Substantial studies suggested a positive
correlation, such as increases in profit, SMEs’ continued existence in turbulent economic
climate and huge profit growth, among others (Yusuf and Saffu, 2005; VVargo and Seville,
2011; Campbell, 2010; Al-shammari and Hussein, 2007; Wilson and Eilertsen, 2010;
Andersen, 2000; Gibson & Cassar, 2005; Kraus, Harms, & Schwarz, 2006; Smith, 1998).
However, other studies suggested either no correlation or indifferent results (Falshaw et al.,
2006; Kroeger, 2007; Brown, 2008). For some other academics, geographical conditions and
specific factors, such as trading terms, nature of business ownership, defines the relationship

between strategic planning and SMEs’ success (Hoffman, 2007).
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The glaring issue with the empirical data available is the fact that nearly all research was
conducted and conclusions drawn in relation to developed countries (America, Europe and a
few Asian-Pacific regions). There is a dearth of empirical data covering Sub-Saharan Africa
continent by and large and Nigeria to be specific. Attempts at improving the lots of SMEs
have been on the external issues that every person can relate to in which the government has
a responsibility like the huge infrastructural deficit and other basic amenities (Adobi, 2012).
The researcher intends to scrutinize the use and content of strategic planning adopted by
Nigerian SMEs and to assess a more complete picture of their planning practices in light of

the impact and influence of culture peculiar to Nigeria.

The literature review consists of the various key terminologies of the study’s topic as it is
intended to generate the theoretical and conceptual framework for the study. The literature
review commences with a discussion of the theoretical foundations, models and the general
evolution of strategic planning. Following is a discussion on the importance of business
planning, including studies pertaining to the strategic planning practices of small firms. The
topic of growth is introduced by a review of empirical studies incorporating both qualitative
and guantitative growth measurements relevant to small firms. Lastly, the section presents an
overview of studies covering strategy, strategic planning and its impact on business
performance, especially SMEs. Hence, the literature review in this chapter covers the general
idea of the following areas: The concept of strategic planning, Strategic planning defined,
Strategic planning process, Models of strategic planning, Strategic planning and corporate
performance, the benefits and problems of strategic planning, past research on strategic
planning and its relationship with the performance of small businesses, strategic planning

practices, small and medium-sized businesses and the influence of culture.

Further review of literature on the connecting variables and concepts including the concept of
small and medium-sized enterprises (SMES), the definition of SMEs, SMEs and their
contribution to economic development among others are discussed in the next chapter as they

together with strategic planning forms the core focus of this study.

2.1 The concept of strategic planning.

While this thesis does not intend to appraise the theories of strategic planning as its core

purpose, it does present a general impression of the concept and main theories in the field.
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This is because of the understanding of theory regarding any subject of research is key to any
successful research. The significance of strategic planning for the growth, development and
its positive impact on businesses in general, has produced remarkable interest amongst
academics and within the business world since the concept was introduced. A good number
of great thinkers, academics, policy-makers, practitioners and consultants have made
noteworthy contributions in the area of strategic planning and its association with the

performance of the business.

Management theorist Henri Fayol, whose contribution still counts in contemporary terms,
suggested that planning is among the most important responsibilities of management. He
defines planning as probing the future, come to a decision what the business need to do and
put up a plan of action’ (Wood and Wood, 2002).

Another notable contributor to the theory and practice of strategic planning is Michael Porter
and his famous competitive strategy and Five Forces of Competitive Position model. Porter’s
model presents a straightforward viewpoint for measuring and analyzing the competitive
potency and position of business activity (Porter, 1980, pp.3-46). Porter’s generic competitive
strategies suggest that a business's relative position inside its trading sector decides if that
business’s profitability is more than or less than the sector average. The real basis for superior
and above-industry-average productivity at the end of the day is a sustainable competitive
advantage. Porter identified two fundamental types of competitive strategy a company can
adopt, i.e. low cost or differentiation. The two fundamental competitive strategies, when used
in relation to the scope of actions for which the business seeks to attain them, led to a third
strategy he called the focus strategy. Porter put forward that for any business to have a
competitive advantage over and above its competitors, it must embrace in the minimum one
out of the three strategies of cost leadership, differentiation, and focus and that any business

not following any of these three strategies is stuck in the middle (Porter, 1985, pp.10-19).

Again, Michael Porter's five forces analysis was intended to analyse the extent of competition
within the business sector and in helping the development of a business strategy. It was a
straightforward construction by Porter for assessing and evaluating the competitive strength

and position of a company. The five forces can be represented pictorially thus:
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Fig 2.1: Michael Porter's five forces analysis adapted from the Harvard Business Review
Source: Michael Porter (1980, pg 4)

In addition to the concept above, Porter also suggested that for any business to cope with the
five forces enumerated above and seize competitive advantage, it need to adopt other
measures; He put forward three other concepts in what is popularly known today as Poter’s
generic strategies viz: strategy of cost leadership, strategy of differentiation and strategy of
focus (Porter, 1985). Cost Leadership entails going about reducing the cost to the business of
producing goods and services. This helps the business boost its profit even by having the
minimum price for products as well as increasing market share which helps profitability as
well. The differentiation strategy requires producing products or services that are different
and better from that provided by competitors in several ways. This needs to be a high-end
product and hence a lot of research and innovation may be required as well as marketing. The
last strategy of focus focuses on one niche segment of the industry or markets to provide
goods and services.
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Porter pointed out that for any business to gain competitive advantage and be successful, it
needs to follow either of these three and that any business not following any of the three is

stuck in the middle.

Strategy of

differentiation

Strategy of cost
leadership

None of the 3: =

Stuck in the

Strategy of focus

Fig 2.2 Porter’s three generic strategies (author’s sketch)
Source: Porter (1980)

However, a recent study by Hales and Mclarney (2017) does not only challenged Porter’s
generic strategy but also suggested that given the current volatile and fast moving economic
climate, a hybrid strategy can be successful due to the unpredictable operating environment.
The study pointed at Uber as a suitable case for this argument.

Igor Ansoff is a further recognized author who made a contribution to the development,
theory, and practice of business strategy. Considered by several others to be one of the
authors who lead the way in the subject matter of strategic planning, advocated and was
associated with the planning school of thinkers which he passionately promotes and defends.
He published a book titled Corporate strategy in 1965 which concentrated for the most part
on the external issues facing any business as opposed to internal concern. This includes a tool
used to analyze how to match products to various kinds of markets and this concept led to his
famous tool called the Ansoff’s matrix.; an important strategic planning instrument still

commonly draw on today.

The idea behind Ansoff’s matrix is that business organizations must recognize that if their
business is to continue to exist and grow, they cannot continue to do the same thing in the
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same way, even if there is no problem at a given moment. It is imperative they fashion a way
to get new customers and grow the business. Ansoff’s matrix added to the premise of
business strategy by offering a matrix that enables business owners to measure any risk
associated with their plan of action to reach new customers/products (Ansoff 1965, pp.94,
109).

Products
Existing New
isti Market Product
iy Penetration Development
4]
-
%
1]
=
New Market

Development Diversification

Fig 2.3: Ansoff’s matrix
Source: Ansoff H. 1 (1979).

In addition, Jelinek (1979) contributed to the theory of strategic planning by stressing some
fundamental premises that underpin the practice of strategic planning i.e. that the
management of strategy can be strictly separated from the management of operations and the

strategy development process can be institutionalized with the aid of formal systems.

Academics like Alfred Chandler and his strategy and structure of 1962 highlighted the
distinction between policy formulation and implementation and their tactical or strategic
nature. Chandler posited the role of the separation of decisions into strategic and tactical and
the setting of long-term goals and objectives plays in business decision-making and success.
He suggested that a change in the business strategy must result in a change or an amendment
to the existing structure if the business is to function efficiently and make good progress
(Chandler, 1969, pp.1-19).
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Henry Mintzberg’s book on the rise and fall of strategic planning made a significant
contribution to this debate. He attempted to proffer reasons for the sudden rise and embrace
of the strategic planning concept and the lull in the euphoria that met its birth. Mintzberg
suggested that the problems arise from the fact that many managers and early proponent of
strategic planning mistook strategic planning for strategic thinking, thereby leading to
confusion of accepting visions as plans, whereas good strategies are vision and not plans. He
provided ample proof that most firms and their owners, whether small or big, embraced
strategic planning without a thorough understanding of the meaning of and reasons for
planning (Mintzberg, 1994, pp.90-108). Whereas a number of strong proponents of strategic
planning contend that strategies have to be intentionally planned and executed, Mintzberg

suggested that there can be planned and unintended strategies.

Despite his pessimistic view of strategic planning, he pointed out the reasons and benefits of
strategic planning include enabling businesses to coordinate their activities; planning helps
businesses make sure that the future is taken into account. He further asserts that companies
must plan to help them stay rational, as it helps them keep control of their activities (pp.65-
108). This study takes inspiration from models and perspectives of other academics who

explored similar relationships between strategic planning and performance in businesses.

2.2 Strategy defined

The word strategy has strong military heritage and was purported to have come from Greek
word stratego”, coined from two Greek words stratus, which refers to the army, and ago,
which means to lead (David, 2011, p.53). This is terminology that has been associated with
military history. The necessity of strategic business planning became general knowledge in
the 1940s and 1950s thanks to the post-war turmoil and the new turbulence that businesses
found themselves in; businesses before this period had enjoyed a measure of stability. This
began with the pioneering work of authors like Henri Fayol, a French industrialist who
studied the management function in the business organization and put forward that all

managers carry out certain functions that set them apart from administrators (Stewart, 2002).

Strategy is a terminology used in various ways by various people in various fields including

business, sports, politics, entertainments and military among others. Also, even among

business academics and practitioners including business leaders, diver viewpoints exist on
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this subject matter. Hence, defining such term becomes a herculean task. However, from the
context of business and in light of this study, an attempt is made to describe the meaning of

strategy.

De Wit and Meyer (2005) describe strategy as a plan of action for realizing a business
purpose. One of the essential principles in strategic management is the need for a successful
business to make an effort to align its business plans and attributes with the challenges
created by the external environment. Strategy has been seen as the direction and scope of an
establishment covering a long period of time, which accomplishes advantage in a varying
environment through its organization of resources and competences with the aim of satisfying
stakeholder anticipation (Johnson et al., 2009, p.3). It is the unifying theme that provides
coherence and direction to the activities and decisions of a person or a business organisation
and serves as a connection between the business goals and objections of the company and its
external environment (Grant, 2010, p.1). Strategy represents decision on ways to utilize
accessible resources to accomplish the key purpose in spite of the challenges of likely
obstacles like the force of competition, environmental challenges and related factors. Strategy
takes complex issues like quality and price into consideration and more often than not, it is
tricky to comprehend the trade-offs between the two because it is not often very clear in

advance.

Given the multiplicity in meaning context and use of the word strategy by various fields and
profession, Mintzberg et al (1995) put forward a model that explains strategy from five
viewpoints in what they referred to as the five Ps of strategy. This entails defining strategy as
a plan, strategy as a ploy, strategy as a pattern, strategy a perspective and finally strategy as a

position.

Strategy also exist in different levels as corporate strategy and business strategy — While
corporate strategy referred to the overall business conceptual and analytical decisions and
choices on the type of business to be involved in, business strategy entails the understanding
on how to compete in the chosen business in light of the business environment and

competition (Campbell, et al 2011).
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2.2a Advantages of strategy

Given the definition of strategy discussed above, it is evidently clear that the concept of
strategy would be beneficial to any organization seeking to succeed. Proponents of the
strategic planning concepts including Mintzberge pointed to a number of merits for any
organization having business strategy. These include that strategy enables a business set the
direction for the entirety of its journey through its environment ensuring that all the set out
goals and objectives are aligned with the mission and that they all fit and are followed.
Strategy also enables an organization focuses its endeavor as it enables all employees and
management to coordinate the actions and plans that prevent disorderliness in the

implementation of goals and objectives (Spender, 2014).

It has also been suggested by Mintzberg et al (1995) that strategy defines any business as it
enables the business owners to comprehend and characterize the essence of their business that
distinguishes it from other business. This can be in a simple way as knowing what the
business is here to do; the fourfold question of “who where how and when”. Also, businesses
utilize strategies to seize the competitive advantage over industry competitors through the use
of a strategy that better attracts customers, understand competition thereby increasing
revenue, market share, seize cost leadership and finally better position the business to duly
differentiate itself as a market leader. Furthermore, strategy helps an organization attain and
maintain a measure of consistency by helping business leaders and employees eliminate
uncertainty in plans and action thereby cutting out confusion on the question of who when

and what whenever a plan of action is to be executed.

2.2b. Disadvantages of strategy

Despite the advantages outlined above, overconfidence on strategy may become a problem as
it may prevent organizations from seeing latent risks ahead because of their fixation with long
term plans. Also, unquestioning conformity by everyone in the organization may blind the
organization from other potential opportunities since no one is looking elsewhere. Again,
given that any strategy simplifies a long term business plan, it can unintentionally alter the

reality in practice. (Johnson et al 2013, Mintzberge et al 1995).

However, Mabe (2017) in his contribution pointed out that the adoption of strategic planning
on itself may not yield the necessary rewards, especially when its design is outsourced
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externally from the business but that only established knowledge of how management
practices combined with a conscientious understanding of the whole strategic

planning process by the entire organization and especially its leaders can only bring about the
desired impact.

2.3. Strategic planning defined

Stonehouse and Pemberton (2002) suggest that strategic planning is centred on the scheming
out of durable business goals, and the formulation and implementation of plans proposed to
achieve those set goals and objectives. Strategic planning charts the route business is taking
for a number of years ahead and how to get to that destination. It also helps the business
recognize if it has arrived at the required destination. The significance of a strategic plan is
usually relevant across the entire business, unlike a business plan, which is normally centred
on one product or services. Strategic planning is usually associated with the performance and

future of the business as well as making sure that the business is headed in the right direction.

Jennings and Disney (2006) viewed strategic planning as a generally used management
practice, used by business owners in all business sectors and types, to decide on the allocation
of resources in order to attain superior financial and strategic performance. They pointed out
that, in addition to its use as a resource allocation process, the strategic planning process can
provide a number of roles in the organisation, such as helping the business organisation
respond to changes in the environment, protecting core expertise by identifying, and dealing
with uncertainties and offering an avenue to integrate all business plans and control. Strategic
planning is intended to help business organizations seize competitive advantages. Even those
that doubt the influence of strategic planning on a business’s performance accept that it is an
exercise worth carrying out because it was assumed it can enable a firm to harmonize its
activities since the communication of strategy presents a mechanism of communication that
encourage harmonization across the different parts of the business. Also, it ensures that the
future is taken into consideration and planned for by making sure that today’s decisions and

action plans are aligned with the future in a disciplined manner (Mintzberg, 1994, pp.16-19).

Growing a business involves making a variety of decisions concerning the way the business

process can be expanded. Strategic planning is a critical component when preparing a

business for growth and development. It will assist in helping the business set up a sensible
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vision for the future and in doing so can make the most of its potential for growth. Strategic
planning most of the time attempts to articulate what is to be accomplished, when it is to be
accomplished who is accountable, what resources are needed for the execution and how the
final result integrates with other planning activities to meet the end goals. It entails creating
alternative courses of action, making choices based on the intended goals, collecting data and
scenario analyses of the external and internal environment. Strategic planning focuses on the
integrating and synergizing of information, values innovation and strategic thinking, and

supports an open and involving style to decision-making (Karnani, 2008).

Strategic planning considers a number of vital issues; for instance, the rationale as to why the
business exists, its mission and vision, the objectives the organization desires to attain and
along what timeline. It also takes into account what business it needs to do so as to attain the
set objectives and ways to carry it out. Strategic planning assists the organization plan for the
future with an awareness of the end result. It works just like a route-finder for the
organization. All business, despite its size, requires a consciousness of its environment if the
business intends to continue to subsist. Strategic planning makes possible the awareness of a
business environment via the analysis of the whole business strength, weaknesses,
opportunity and threats (SWOT) and also possible future uncertainty. Hence strategic
planning is necessary for any business that desires to grow and develop. This is due to
development in the business world due to advance in technology, including ‘innovations and
the frequently quick changes which come after it; the social-cultural and political changes
which influence consumer behaviour; the global nature of markets; strong competition among

products and markets among others (Obaje, 2011).

Pearce et al. (1987) suggested that strategic planning can be viewed as the process of
ascertaining the mission, major objectives, strategies, and policies that direct the acquirement
and allocation of resources to realize business aims. For a business strategy to be successful,
it should be consistent with the business’s external environment and also the business’s
internal environment including the goals and ethics, the resources, and structure. Mintzberg
(1994, pp.23-27) suggested that strategy can be viewed from four different angles: strategy as
a plan; as a pattern; as a position; and as a perspective. He identified four scenarios where
strategic intentions played out: deliberate strategies where a business achieved exactly what it
set out to achieve; unrealized strategies where the business did not achieve its intended plan;
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emergent strategy strategies where the organization archived a measure of success not
originally intended, but a fallout of actions and inactions from the original deliberate
strategies; and realized strategies which is simply a combination of both deliberate and
emergent strategies. He also pointed out a helpful way to see these various forms of strategy

through the strategy development model illustrated below.

Realized strategy
Intended strategy Deliberate strategy

Unrealized strategy mergent strategy

Fig 2.4: Alternate forms of strategy.
Source: Adapted from Mintzberg (1994, p. 24)

A definition of strategic planning cannot be completed without assessing the contrasting
views and opinion of Michael Porter and Henry Mintzberg on the subject. While both made
significant contribution to the theory and practice of business strategy, their contribution also
led to a heated debate that remains relevant today. While Mintzberg (1991, 1994, 2011)
contended passionately that strategic planning must be left to emerge, Porter was of the
opinion that strategic planning approach must be deliberate and planned for (Porter, 1980).

2.4. Strategic planning process

Strategic planning process is the strategic planning phase of the corporate strategy
formulation process that seeks to envisage a future direction for the business from all
perspectives. The strategic planning process determines the current position of the
organisation, making sure the organisation knows its current position and sees itself as it is. It
helps a business answer questions such as where are we? Where do we want to be? How do
we get there? How do we know when we get there? Just as Karnani (2008) pointed out, for
any business to do better than its competitors and gain a competitive advantage, it must act in
a different way by deliberately choosing strategic alternatives that are different from its
competitors. Any successful strategic planning process must factor in reality checks because

the fundamental nature of strategy is to make controversial choices and trade-offs.
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Finally, according to Miller (2018), understanding the processes adopted when planning
strategically in relation to what worked, and what did not should be a beneficial precedent for

others who are charged with future strategic planning activities for any organization

2.4.1 The ten schools of thoughts on strategy formation

Mintzberg et al, (1998) in their quest to contribute to the strategy planning debates put
forward ten schools of thoughts for strategy formulation. These schools of thoughts are the
design school, planning school, positioning school, entrepreneurial school, cognitive school,
learning school, power school, cultural school, environmental school and configuration
school. The ten schools they further categorized into three main groups; the prescriptive
schools, the descriptive and the integrative schools of thoughts. The three main categories
and the various schools of thought are summarized in Fig 2.4 below.

The model portrays the ten schools in a strategic viewpoint and offers a critical perspective

on all and by so doing represents a general idea of strategic management concept.
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oo » Design school - sees strategy formation as
Prescriptive schools - process of Informed design
Focuses on strategy
formulation process rather
than how strategy 1s o _ X _
formed * Positioning school - selection of strategic
positions for the organization

» Planning school - Sees it as an organized
tormal planning process

» Entrepreneurial school Sees strategy
formation as the duty of'a visionary leader

» Cognitive school- draws on congnitive
psychology 1n strategy tormation

» Learning school - Strategy should be

Descriptive schools - .
learn over time

Focuses on how the
strategy itselt 1s made » Power school - Sces the process of
strategy formulation as a negotiation
» Cultural school - Sees strategy formation
as embedded 1n the culture of the business
» Environmental school - Reactive
process in which initiatives lies externally

Intergrative school -
Focuses on combining all
the other strategy
formulation practices

» Configuration school - This school
combines all the others by incorporating all
elements of the strategy building process

Fig 2.5: Pictorial depiction of Mintzberg’s ten schools of thought on strategy formulation
deduced from Mintzberge et al, 1998. (Candidate sketch)

Also, in arriving at these schools of thoughts, Mintzberg et al (1998) also portray strategy
from five points of view to include seeing strategy as a plan, a pattern, a perspective, a
position and finally as a ploy. Also, considering the various perspectives expressed by
proponents of these ten schools of thoughts as in the analogy of the “blind people versus the

elephant”; this framework has tremendous relevance for this study focusing on Nigeria for a
30



number of reasons. Given that a school of thought can be seen as an intellectual belief
communally arrived at by a set of people who share similar views or belief, the ten schools of
thoughts listed above are all viewpoints of each set of people on strategic management.
Hence, any study covering geography where perspectives on the subject matter are not up to
scratch with the current and extant body of knowledge constitutes a worthy effort. It allows
for a discussion on the viewpoint of people from different cultures, settings, opinion, and

feelings which would fall into any of the schools of thought listed above.

2.4.2. Blue ocean strategy

Another more recent development in the theory of strategic management worthy of mention
in this section is the blue versus the red ocean strategy created and promulgated by two
academics (Kim and Mauborgne, 2015); in what they titled the “blue ocean strategy”. The
theory put forward that most existing strategic models on competition available only helps
businesses compete with each other in the available but dwindling markets, opportunity, and
profits; but that superior continue performance and success can be achieved by creating fresh
and unexploited markets without the congestion and competition of existing markets and
where growth is feasible. The old market they referred to as “red ocean” while referring to
the newly generated unexploited market the “blue ocean. The highlight of their work are: that
strategic thinkers should not be preoccupied with competition alone; strategy can shape the
structure of any business and hence, the industry structure is not known and established fact
but can be influenced; that strategic imagination can be attained methodically. Also, that
implementation should be part and parcel of strategy formation.

Given that strategic planning activities for any business is in part the essence of attaining
superior performance in the face of competition, and owners of any business would evidently
aspire to attain better over competitors, this model is relevant to this study as it identifies
strategic alternatives for businesses tired of old fashion competition and willing to innovate

and make room for success.

2.5. The various stages of the strategic planning process

For a strategic planning process to be effective it must factor in and anticipate the direction
and interval of planning, implementation, control and re-planning. The ability to discard
immaterial intended plans and take on emerging value-adding plans is a crucial feature of a
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good strategic planning process, which needs to have the capacity to create forward-

looking strategic alternatives, measure the values and risks related, with each option based on
the strategic planning criteria, and make important but robust decisions to execute them at an
appointed time (Wasilewski, Motamedi, 2007). Even though strategic planning processes
differ from one another for each business, the underlying issues in the formulation of a
strategic plan are the same. Strategic planning processes broadly suggest a mission statement,
putting forward goals, scanning both the internal and external environments, summarizing the
results got via SWOT analysis and using the data to prepare a suitable strategy. The results
are implemented and control processes put in place (Hassan, 2010; Pearce, and Robinson,
2000; Porter, 1980).

However, some authors argue that these processes are only suitable for large and
multinational businesses because of lack of expertise, resources or time to follow through the
process, but admitted that some form of planning process can help accommodate small firms
(Robinson and Pearce, 1984; Bracker and Pearson, 1986; Berman, Gordon and Sussman,
1997). Bracker and Pearson, (1986) argue that small firms differ in their approach in the
strategic planning process and posited that a small firm that has been in existence for five
years will differ to that of a firm that has existed for (say) ten years. The study went further to
propose a categorisation of planning sophistication model of firms as structured strategic

plans, structured operational plans, intuitive plans and unstructured plans.

Planning complexity models of firms (Bracker and
Pearson, 1986)

structured structured
strategic operational
plans plans

Intuitive Unstructured
plans plans
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Fig 2.6: Planning complexity models of firms. Deduce from Bracker and Pearson, 1986.
(Candidate sketch)

These classifications can be relevant to any study irrespective of whether the geography falls
within a developed or developing economy because it ensures that the presence or absence of

any strategic planning is identified and highlighted.

There is a broad consensus among strategic planning scholars that the strategic planning
process consists of three major stages: formulation, implementation and evaluation (Hopkins
and Hopkins, 1997; Bryson, 2011). The formulation stage involves developing a vision and
mission, setting objectives and scanning the environment in other to identify external
opportunities and threats, determining internal strength and weaknesses, establishing long-
term objectives, producing alternatives strategies and selecting a particular strategy to pursue
(David, 2011, p.38).

The main consideration at this stage is to determine the best way to allocate resources for
maximum return. The business also needs to decide if there is a need to diversify or divest,
expand the business by going international or remain a local player. The implementation
stage is a deliberate effort at ensuring that the strategies set out in the formulation stage are
executed. It is an act of translating the intended strategy from the top into workable strategies
down through the corporation. This requires the organization to work out policies to allocate
resources, and mobilise and motivate managers and employees to support the adopted
strategy. A business’s ability to get the managers and workers to buy into the new strategy is

the key to its success (Johnson et al., 2006, p.574).

Finally, in the evaluation stage, the strategy formulated at stage one may not be working at
all, and thus the strategy evaluation activity enables managers to know when a strategy
requires modification (Bryson, 2011). David (2011) outlined three essential strategy
evaluation actions, to include the re-evaluation of the business environment wherein the
strategy is to be implemented. This entails the reassessment of the external and internal
factors that were the basis for the current strategies. Also, the strategy evaluation activities

include the performance measurement and initiating actions to correct deficient or faulty
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aspects of the strategy. A general idea of the various stages of the strategic planning process

is depicted in Fig 2.7 below.

Setting Mission statement

Setting objectives

Analysis of
environment(external &
Internal)

Develop alternative strategies

Selection of strategy(s)

Strategy implementation

[ Control

J

Fig 2.7: Various stages of the strategic planning process, deduced from Colley et al. (2002)

2.6. Models of strategic planning
Almost all academic and professional dialogue about the strategic planning process takes
account of a number of essential features, such as the setting of mission, vision, goals and
objective setting, scanning the external and internal environment and minimising the threats
and maximising the opportunities (Brown, 2008). These features have been constantly
highlighted in almost every research investigation of the strategic planning practices of
businesses, whether they are small firms or large conglomerates (Stewart, 2002). Study on the
correlation between strategic planning and SMEs performance has already generated a
remarkable body of literature with a broad range of approaches and theoretical frameworks
and models. Most of these dwell on the relationships between planning sophistication, size of
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the SME and ownership attributes (Fernandez, 2010; Lyles et al., 1993; Williams, 2008;
Bracker and Pearson, 1986).

Koufopoulos et al. (2010) conducted a study that examined the adoption of and approaches to
strategic planning by Greek SMEs, with the aim of developing a clearer understanding of
their planning activities. They implemented a model which integrated a combination of
elements of strategic planning from other researchers’ models, including a dimension which
stipulates that the sophistication of a strategic planning mirrors both the influences of the
business and the individual owner. Other elements the study adopted include the use of
strategic posture, the ownership type, business objectives, the extent of planning complexity
and performance. The study embraced the individual and business features enumerated, such
as age, size, gender and educational qualification. Bracker and Pearson (1986) in their study
put forward a model that uses the categorization of the complexity of planning process of
small business as the basis for the analysis of the relationship between planning and small
business performance. The study highlighted the orientation of senior management, the
complexity of the strategic planning method adopted and environmental factors as three
fundamental elements that determine the success or otherwise of the strategic planning

performance relationship.

Richardson (1986) invented a model of strategic planning based on analysis of the obtainable
literature. The theory put forward that all components of the strategic planning process are of
equal significance in impacting business growth. The eight components of the strategic
planning elements identified by Richardson are mission, objectives, external analysis, internal
analysis, alternative strategies, strategy selection, implementation and control. The model
also suggested additional growth dimensions to include sales and revenue, customer base,

new sites or settings, and employees.

Bracker and Pearson (1988) suggested eight planning elements: setting objectives, scanning
the environmental; carrying out SWOT analysis; the formulation of strategy; financial
projections; functional budgets; administering growth measurement; and control measures.
The study pointed out that as a result of the availability of these elements in the small
company planning processes, small companies can further form four categories of planning
sophistication: structured strategic planning, structured operational planning, intuitive
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planning, and unstructured planning. Consequently, financial growth between structured
strategic planners can be compared with other categories of planners, like the unstructured
planners. Robinson and Pearce (1984) recommended that any study on strategic planning
model must cover the relationship with planning formality, the content of the strategy and the
business’s performance. The research put forward that the strategic planning processes of
small businesses are characterized into four major sub-types: strategic planning practices, the
importance of strategic planning, precise features of the planning process, and the content of

strategies.

O'regan and Ghobadian (2006) adopted the Miles and Snow strategic orientation
classification model in their research. The Miles and Snow classification is regarded as the fit
of the business’s strategy with the external operating environment of the business by means
of classifying businesses into four types as prospectors, analyzers, defenders, and reactors.
Their study concluded that the key strategic orientation categories presented in the research
are linked with a different approach to environmental factors. It pointed out that whereas
businesses leaning towards being prospectors tend to recognize their environment as
dynamic, the businesses with a defender’s orientation see their environment as stable. A
clear-cut difference was established relative to the emphasis of both classification types on

leadership, culture, strategy, and performance.

Sandada et al. (2014) used a model that considered a number of indices, including analysis of
the environment, mission and vision of the business, formality of strategic planning,
evaluation and control, information sourcing, strategy implementation support, employee
participation in the strategic planning process and time horizons as the strategic planning
elements in determining the strategic planning performance correlation for SMEs in South
Africa.

While most past research models assess and confirm the direct impact of strategic planning
on SME performance, this study extends and expands the discussion by proposing a model
signifying that the adoption of strategic planning and the complexity of planning depend
partly on the business and business owner’s attributes, and partly on the socio-cultural
influences of the business location and business owner’s socio-cultural orientation. While this
research intends to draw inspiration from the various models outlined above, there is a
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deliberate attempt to infuse the peculiarities of socio-cultural influence and flavour of the
Nigerian business environment, given that most of the models discussed above were from
research carried out with focus on the developed economies of the West, which are very
different from the cultures and practices of Africa in general and Nigeria in particular.

This study shall take into consideration the assessment of the strategy development procedure
of small and medium-sized business in Nigeria, in view of the peculiar Nigerian socio-
cultural perspectives and its connection to the small business’ performance. This will be done
in the light of past studies, where focus, direction and perspectives were on the developed
economies and their respective cultures. It shall draw on ideas from the models and concept
of earlier studies discussed above. It adopts Richardson’s (1986) strategic planning model as
expanded by Brown (2008), which proposes eight steps in the strategic planning complexity
process, including establishing a mission, setting out the objectives and mapping the external
and internal environments through analysis. Others include the formulation of alternative
strategies, the strategy selection process, implementation and putting control mechanisms in
place. All these issues were considered when drawing up the questionnaire questions testing

the absence or presence of strategic planning activities in Nigerian SMEs.

The study also draws on the models and concept of Koufoupoulos et al. (2010) wherein
individual and business attributes are considered in terms of small business owners’ age,
gender, education, small business size, age, strategic posture and nature of ownership.
Furthermore, the thoughts of Robinson and Pearce (1984) were examined, which suggested
that any study on strategic planning model should take into consideration the connection
between the formality of planning and the content of the strategy and the business’s
performance. This was taken into consideration in ascertaining the presence of strategic
planning activities among Nigerian SMESs. This was demonstrated in the questionnaire where
questions to respondents were designed to reflect the presence or otherwise of formal

planning.

Again, all the planning elements put forward by Bracker and Pearson (1988) were also given

serious consideration in the survey process. A good number of questions in the questionnaire

section were chosen to confirm the presence or absence of the various planning elements; for

instance, for the setting objectives, there were four questions in the questionnaire intended to
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establish whether the SMEs set objectives and follow-up questions to confirm if the
objectives were formal or informal. There were also questions covering the influence of the
environment and the strategy formulation process and whether or not there were provisions

for measuring performance and control measures.

2.7. Strategic planning and Corporate Performance

A substantial quantity of the relevant literature on corporate strategy and strategic planning
attempted to ascertain the correlation between strategic planning and the performance of the
business adopting them. Because the strategic planning process involved the setting of goals
and objectives, businesses would have an idea of the performance they expected from the
onset. Hence, strategic planning, among other things, can be a pointer to the corporate
performance by helping businesses achieve and maintain superior performance, especially in
the face of competition. Several pieces of literature highlighted an apparent positive influence
of strategic planning on corporate performance (Skokan, Pawliczek and Piszczur, 2013;
Owolabi, and Makinde, 2012; Aldehayyat and Twaissi, 2011; Gaal and Fekete, 2011; Kraus,
Harms and Schwarz, 2006).

A number of performance indicators can be recognized by corporate businesses. These
include: financial performance, where issues of profitability and turn-over are considered;
market performance i.e. the quest to increase market share and market growth; the need to
consider the shareholders’ value performance if the business is listed on any stock market, as
a measure of the growth potential of the business; and finally the production

capacity performance of the business (Tapinos, Dyson, and Meadows, 2005).

Corporate performance may be seen as the attainment of what the business set out to achieve,
be it in form of an increase in market growth and market share, profitability, diversification
of products and services, attainment or sustenance of competitive advantage. Hence, the
whole essence of strategic planning encompasses the attainment, maintenance, and
assessment of superior performance for any corporate organisation embracing it. In order to
adequately attain, maintain and assess performance, any business must be clear what it is for
(French, Kelly and Harrison, 2004). It must also set out strategies to facilitate increase in
market growth, market share, and profitability, diversify products and services, among other
things. It has also been contended that SMEs that make use of some forms of strategic
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planning practices, no matter how informal, tend to subsist in challenging economic climates,
but also to perform better (Mazzarol, Reboud and Soutar, 2009; Wiesner, and Millett, 2012).

In general, the concept of strategic planning began with corporate performance as the main
driver. Hence, most effort at getting the best out of strategic planning by corporate
organization has been centred on recognizing which strategy or set of strategies helps achieve
superior performance (Dauda, Akingbade, and Akinlabi, 2010). However, some academics
and researchers have disputed that any correlation exists between having a strategic planning
process and an organization’s corporate performance, suggesting that any increase in
profitability amongst other performance indices does not usually come with the application of

strategic planning (Falshaw, Glaister and Tatoglu, 2006).

2.8. The Benefits and Problems of Strategic planning

The significant of strategic planning for any organisation have been highlighted by several
authors. It has been generally put forward by these authors that when an organization’s
strategic planning activities fit into the business’ external and internal environment and match
the objectives and goals of the organisation, a beneficial impact is identified. Some of the
beneficial impacts includes a clearer description of objectives, which provides better direction
to the entire business on the important matter of who and where they are, what it is they are
trying to do and how to go about doing that. They also suggested that strategic planning
enables owners and managers of a business to be more attentive to new opportunities and
threats arising from the internal and/or external business environments (Greenley, 1986;
Thompson and Strickland, 2003; Pearce and Robinson, 2003; Nmadu, 2007; Akingbade,
2007; Adeleke, Ogundele and Oyenuga, 2008).

Nmadu (2007) maintains that despite all the advantages earlier stated, the strongest argument
for the use of the strategic planning practice is the financial benefits linked with businesses
that utilize it. Better financial and competitive success more than would be possible otherwise
is one benefit of strategic planning that CEO’s can realistically expect. There have been the
empirical establishment of this facts in terms of continued growth rates, increase in market
share when compared to competitors not engaging strategic planning, growing earnings,
appreciation of the share value per share, and the ongoing addition of new products or
Services.
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Just as Colley et al. (2002) pointed out, the primary convincing reason that urges managers to
take on strategic planning is the inevitable appraisal of their performance. They also
identified factors such as the size of the business, product proliferation diversification and
decentralisation, growth of internal business and government regulation as compelling
reasons why businesses’ place more emphasis on strategic planning. Colley et al (2002) put
forward that the most significant measures of corporate performance measurement are the
interconnected goals of return on investment (ROI), growth in revenues, earnings, market
share and the sufficiency of cash flow to finance growth. The effectiveness of corporate goals
and performance are measured by comparison with corporations in the same industry and the
wider range of investment opportunities available across the spectrum of all industries
(Colley et al., 2002, pp.1-13).

David, (2011, pp.37-50) sees the purpose of strategic planning as the exploitation and
creation of diverse opportunities for the future of the business, enabling long-range planning
and attempting to enhance the business’s effectiveness. He called strategic planning ‘the
essence of a company’s game plan’. Further identifying a number of benefits embracing
strategic planning confers on a corporation can include helping the corporation to be more
proactive rather than reactive in determining its future, allowing a business to commence and
influence its own activities and thereby exercise control over its own fortunes, and the
obvious advantage of enabling corporations to put together better strategies through a more
strategic and systematic process. Also, it was alleged that firms with formal planning
concepts showed superior performance in sales, profitability, and productivity and are more
successful than those that do not. This is because high performing business appears to be
businesses that, through the concept of strategic planning, make informed decisions with

clear expectations of both short and long-term outcomes and goals.

Strategic planning offers an organization direction, as an alternative to letting them ‘floats’
because, through it, goals are set and a strategy is chosen that enables managers to select
activities that are efficient and effective within the context of the strategy (De Wit and Meyer,
2004, pp.117- 19). De Wit and Meyer also suggest that strategic planning allows for the

formalization and differentiation of strategic tasks due to its vastly structured and sequential
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nature. The last benefit they pointed to is that strategic planning promotes long-term thinking

and commitment.

Cunningham and Harney (2012) put forward a number of varying purposes of strategic
planning to business organizations to include that strategy serves as a blueprint that enables
businesses to maximise the choices they have to make, as it makes room for the scrutiny of a
good array of alternatives and a holistic awareness of what the business is doing (and hopes
to do in the future). The authors also suggested that strategy provides a sense of identity and
motivation for managers and employees to channel their energy towards a common goal, and
provides legitimacy by providing symbolic functions to investors in annual reports. Also,
strategic planning confers a justification for action because the language of strategy is
predicated on deliberate and purposeful activities; hence, it can be used to cement emergent

initiatives. It can also help as a benchmark for appraising performance.

This in line with Kaufman (2016) who pointed to some benefits of strategic planning to
include enabling any businesses to actualize future plans through the establishment of
direction using the intrinsic features of strategic planning that facilitates the establishment of
direction. It also helps firms in arriving at the best decisions making process in order to boost

profit, market share, and growth and the sustained longevity for the business (Melero 2018)

Mcllguham-Schmidt (2010) categorised the advantages of strategic planning into process

advantages and personal advantages. These are enumerated below.

Process advantages Personal advantages:
Recognition and utilization of future marketing opportunities Assists integration of the

An objective observation of management troubles behaviour of individuals in the
Providing a framework for the re-evaluation of plan organization into a team effort
implementation and control of activities Clarification of personal tasks,

Reduction of effects from unfavourable situation and changes making inputs to motivation
Key decisions can be linked more efficiently to established Encourages forward thinking on
objectives the part of personnel

Added effective distribution of time and resources to recognized | Stimulates a cooperative,

opportunities integrated and enthusiastic
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Offering of harmonization of the execution of the plan approach to tackling problems and
Permitting for the amalgamation of all functions into a solitary | opportunities

effort Encourages a favourable attitude
Reduction of resources required to amend flawed decisions to change

Formation of a framework for in-house announcement among Gives a degree of discipline and
employees formality to management of the
Recognition of priorities within the timing of the plan business

Utilization of planning affords some benefit over competitors

Table 2.1 Process and personal advantages of strategic planning. Source: Mcllquham-
Schmidt (2010)

Despite these positive conclusions, a few authors pointed to reasons why strategic planning
on its own may not be as useful for business success as it may seem. Mintzberg and
colleagues highlighted what they saw as the shortcomings of strategic planning, which may
be responsible for its failure as a handy business tool and why it may be unable to impact on
a business plan. Some of the reasons the authors deduces include issues such as its failure to
understand customers’ issue, such as why customers buy one particular product or service
rather than another. The authors also pointed to the less than robust nature of marketing
research involved in the strategic planning process as another reason why it may not be as
potent a tool as intended. Other reasons include strategic planning’s failure to predict the
responses of businesses to environmental dynamics like the threat from competition, and the
inability to foster a synergy between resources both human and non human, competence and

the new strategy as well as the improvement of management skills (Mintzberg et al., 2009).

2.9. Past research on strategic planning and small business performance

Much research has investigated the relationship between strategic planning and business
performance with varied conclusions drawn. In the last ten decades, there has been plenty of
research and many reviews of literature on the impact of strategic planning on the
performance of all types of business, be it micro, small medium, large or conglomerate. This
section shall attempt to review literature covering all the various sizes of business, because
the broadness of such a review can help in creating awareness of the various issues relevant

to all businesses, even if the focus of the study was narrowed to a particular size of business.

42




Robinson and Pearce (1984) carried out a review of over fifty strategic planning-related
studies within small business settings, covering 1953-1983, with the objective of creating and
documenting a clear research pathway for strategic planning research in small firms. This is
because, as the authors put it, then there was no recognised ‘clear research track’ for the
subject matter prior to their study, as most effort was concentrated on strategic planning
activities in large firms. Their study was among the early works that prompted the beginning
of the shift in focus of the research in the relationship between strategic planning and micro,
small and medium-sized business. The study was carried out as secondary research using data
from fifty pieces of extant literature. The authors carried out an in-depth review by gathering,
collating, synthesis and summarising of existing conclusions from previous research, rather

than conducting primary empirical research of their own.

The study, apart from identifying a lack of consistency in the conducting and reporting of
strategic planning and its relationship with the performance of small businesses, also
identified four main research issues that all the studies reviewed centred on: 1. the existence
or non existence of strategic planning practices in small businesses; 2. observed proof of the
value of strategic planning; 3. the suitability of some features of the planning process; and
finally 4. the content of strategies in small firms. In addition, the study identified that across
the papers reviewed, there was a near consensus that most small firms do not have formal
strategic planning, despite identifying substantial gains or objectively measurable positive
influences of strategic planning on small firms’ performance. A short time horizon for the
strategic planning process was also suggested for small firms and the strategic options and

competences available to SMEs.

The findings of this study are very significant in a number of ways. It was among the first
studies to extend research into the impact of strategic planning influence on the performance
of businesses to include small firms. Another significance of the research is the streamlining
of the focus of strategic planning small business relationship research by outlining four broad
issues that most would identify as their objectives when investigating this relationship in

different settings, timeframes and areas.

The work of Robinson and Pearce (1984) is sound and thorough in the context of the current
research, as it appears to have refocused the direction of future studies on the subject, as well
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as made the study of this relationship a worthwhile experience for small businesses. It also
presented a simple coherent narrative of past studies and future gaps in research for future

studies.

However, as thorough as Robinson and Pearce’s study was, it generated a number of
questions they suggested future research should attempt to address. These include the need to
ascertain how strategic planning is put into use in small firm strategic planning and whether
differences in the definition of terms such as ‘strategic planning’ and ‘small firms’ are
responsible for the conclusion that a lot of small firms do not plan. The study also wanted
future studies to identify why small firms don’t plan and how to circumvent such obstacles,
including the best ways to facilitate planning practices in small firms. Furthermore, this
research was also conducted in the early stages of the conceptualisation and development of
strategic planning, and theory and some practical conclusions drawn might have moved on.
Additionally, this research was exclusively focused on America and other developed
countries. Despite these limitations, the study offers an insightful explanation connected to
the subject matter that opens up several useful perspectives for potential research, including

the current study.

Hofer (1976) reviewed a number of past studies with the intention of identifying gaps in
knowledge and suggested that evidence across the studies showed that formal planning would
most likely be important to the success of a business. Hofer nonetheless pointed out the
limitations of the studies he reviewed, including those of a less rigorous nature, and a lack of
inter-study comparisons. He also accepted the need for future research using methods that
will correct these flaws. Also of note is the fact that this study was conducted solely within

industrial companies in the US.

Schwenk and Shrader (1993) used meta-analysis to review twenty-six past studies in the area
of formal strategic planning and small firm performance. The study had mixed results that
while several of the studies identified positive relationships between formal strategic
planning and financial performance in small firms, others concluded that there is little or no
significant relationship. The research concluded that despite the fact that the extent of the
impact of planning for individual studies is not big, the overall relationship linking formal
planning and performance across researches is positive and considerable. It is concluded that
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strategic planning is a valuable practice for small firms. Like Robinson and Pearce, this study
was exclusively focused on America and Britain. The study also is limited in that it simply
confirmed the relationship between strategic planning and performance and did not make
obvious what action caused what effect. Research focused on Nigeria would contribute to this

debate from a different location and timeframe.

Hoffman (2007) investigated whether strategic planning improves firm’s performance in a
cross-cultural condition with the help of an international sample of firms. The study
established a positive relationship between strategic planning practices and firm’s
performance across the three cultures investigated (Anglo-Saxon, Nordic and Germanic). It
pointed out that culture moderates the planning-performance relationship and that distinctive
cultural values were responsible for some of the cross-cultural disparity in the planning-
performance relationship. Whereas this study focuses entirely on the developed economy of
Europe and America, it gives value to any study in the African and Nigerian context as the

issue of the impact of culture on the planning-performance relationship was highlighted.

Campbell (2010) investigated the impact of strategic planning in a turbulent economic
climate of the 2008-2009 depression, and pointed out that those organisations which put
much emphasis on the use of strategic planning tools gained high revenue increases and huge
profit growth, whereas organisations that did not embrace the strategic planning process
performed poorly both in terms of profit growth and revenue. This study is of interest to the
scenario in sub-Saharan Africa in general and Nigeria in particular, where there is a volatile
economic climate. However, the study was conducted in a developed economy with emphasis
on the US. Also, only revenue and profit growth data during the 2008-2009 financial years

was used to measure the results, which makes the results limited in scope.

In a similar study, Vargo and Seville (2011) suggested that organisations can survive volatile
economic climates and manage any unexpected crises through strategic planning. The study
indicated that for organisations to be resilient in times of crisis, they need to find their way
through a set of obvious contradictions that juxtapose effective planning with adaptability to
shifting circumstances. The study suggested that, since crises are a part of and fact of life,
businesses in general and small and medium-sized businesses in particular can manage
sudden crises through planning and adaptiveness, using four identified enablers: leadership,
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enabling a sense of hope and direction; organisational culture, that should underpin
disciplined planning and encourage innovation; decision-making; and finally good awareness

of the business environment and an ability to make the requisite response to it.

This study, as in the study by Campbell (2011), should be of relevance and make a
tremendous contribution to Nigerian SMEs, in that the Nigerian business climate is a
catalogue of crises that ranges from frequent changes in government policies, political crises
of various sorts, insufficient and dilapidated infrastructure, and shortages of resources,
especially power. However, the study focused on New Zealand, which has a very different
political and economic climate to that of Nigeria, even in a time of crisis, and hence, it is not
clear whether the findings here will be true for Nigerian SMEs. Furthermore, this study only
considered three case studies, which is a very small sample and therefore grossly inadequate

for the purposes of generalisation.

A good number of studies focused on different regions of the world (although not sub-
Saharan Africa) and have established a positive relationship between strategic planning
practices and the performance of SMEs (Glaister et al., 2008; Dibrell et al., 2007; Elbanna,
2009; Wilson and Eilertsen, 2010; Aldehayyat and Twaissi, 2011). Despite the obvious
dearth of empirical data about the relationship between strategic planning and business
performances in Sub-Saharan Africa, a few studies on the region exist. For example,
Abdalkrim (2013) in a recent study established a strong positive significant relation between
strategic planning practices and business performance in the private sector within Sudan. The
very low sample size and limited geographical spread of the study population calls into
question the validity of the outcome of this study, as the author himself pointed out.

Ladzani et al. (2010) pointed out in a study on the built environment of South Africa that
owners and managers of SMEs are not utilising their strategic planning skills to improve their
management performance, despite the fact that they are educated enough to do so, and the
business are old enough for such a plan to be formulated. The point being made by the
authors here is that strategic planning helps in performance management, but South African
SMEs are not utilising the help, because strong leadership and strategic planning skills are

lacking.
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In contrast, a number of researchers have suggested that there is no noteworthy relationship
between strategic planning and the performance of small firms (Falshaw et al., 2006;
Kroeger, 2007). Brown (2008) pointed out that there was no noteworthy variation in
performance for the SMEs who engaged in the creation of a formal plan against those that did
not embrace a formal strategic plan for SME in the modelling simulating and training sector

in the Florida area.

In the same context, very similar positive relationship results were found in studies focusing
on the Middle East. A study by Al-shammari and Hussein (2007) found strong support for the
conventional perception concerning the significance of strategic planning for business
organisations in Jordan. It suggested that firms that embracing strategic planning have better

financial and behavioural performance.

Wilson and Eilertsen (2010) suggested that businesses that adopt strategic planning shall be
in a better position to pursue growth opportunities in a time of crisis and that small businesses
were more likely than large ones to use strategic planning for this purpose. It further pointed
that businesses most expected to be prepared and to react with growth initiatives were those
with a strong planning culture, and the ability to use their planning process during the time of
crisis. Also, having a regular strategic planning process when a crisis strikes, with a senior
manager in charge, and involving the whole leadership team makes a noteworthy difference
in optimism and future outlook. It concludes that those businesses that actually rely on
strategic planning principles and practices for decision-making during a crisis are in a
position to be proactive rather than reactive. This study is important to the author’s study in
that the Nigerian business climate has been an epitome of crisis as mentioned earlier, and any
study that that outlines ways businesses, especially small businesses, can excel in spite of a
crisis would be relevant. However, because survey samples were sourced solely in the US, it

is unclear as to whether the outcomes of this study would be true in the Nigerian context.

As highlighted earlier, it is not a problem finding empirical research relating to association
between strategic planning and business performance, especially small and medium-sized
business for the developed economies, but the author has not been able to find any detailed
empirical study for Nigeria. However, a few studies similar to what the author is attempting
does exist. For example, Okpara (2011) examined the issues limiting the performance,
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growth and survival of SMEs in Nigeria. He identified lack of access to finance, inept
management, fraud, lack of training and experience, dilapidated infrastructure, lack of
profitability and issues of collateral on lending among issues impeding the performance of
Nigerian SMEs. However, as relevant as this study appears, it only enumerated some of the
factors hindering the growth and survival of SMEs in Nigeria and was by no means thorough

or exhaustive.

Also, Asikhia (2011) examined the relationship between strategic flexibility and market
performance of SMEs in Nigeria. The research identified a notable positive relationship
between strategic flexibility and market performance variables and suggested that marketing
competence and competitive intensity moderate the strategic flexibility and performance of
the SMEs. This study only considered Nigerian SMEs’ capability to adapt to changes in the
external environment, but does not cover the internal strategic planning versus performance

issues that the author intends to investigate.

In a similar direction, Adobi (2012) examined the strategic focus of SMEs in Nigeria i.e.
whether it is planned or emergent. The study concluded that majority of the SMEs surveyed
(75%) adopted an emergent strategy while 25% were inclined to planned strategies. This
study is still at the periphery of the research on strategic planning-business performance
relationship as seen from the developed world perspective. Apart from the shallow and
narrow focus in terms of sample and geography, the study also only considered the internal

capabilities of SMEs rather than other external limiting variables.

One study of note is a recent piece of research by Akinyele and Fasogbon (2010), which
suggested that strategic planning improves superior institutional performance in Nigeria.
Using questionnaires from 80 respondents consisting of both high- and low-ranking staff
from various branches of one of Nigeria’s foremost banks (First Bank plc) in Lagos, the study
attempted to fill the gap in knowledge of the strategic planning-business performance
relationship from the Nigerian perspective. However, the study throws up some question of
validity and reliability and generalisation because the data were sourced entirely from one
business and one city. Would the study provide the same results if repeated across branches
of First Bank plc in other parts of Nigeria and/or other parts of Africa, and/or other financial
or non-financial institutions? Did the sample surveyed include the right people to answer
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questions about the strategic plans of the firm? Was performance measured as it was
purported to measure? Just as several studies focused on the developed economy established
a significant strategic planning-performance relationship, can this study be generalised,
considering it only surveyed one organisation in one city of a very diverse nation?
Furthermore, the study did not in any way present how strategic planning improves business
performance from the Nigerian point of view. Additionally, the chosen business surveyed is a

huge conglomerate; the study did not cover SMEs.

In a related development, Owolabi, and Makinde (2012) confirm a considerable positive
relationship between strategic planning and corporate performance in Nigeria. The study used
data collected from Babcock University and focuses on the relationship between strategic
planning and corporate performance in the university system. Structured questionnaires were
used to obtain data from both teaching staff and non-teaching staff at the management level
in the University. The study established a positive relationship on the three hypotheses tested
thus: that a considerable relationship exists between the qualities of employees involved in
the strategic planning process how effective the plan will turn out. Again, that the extent to
which firms comply with strategic plans has a considerable consequence on corporate
performance and there is a positive connection between a firm’s strategic planning and
corporate performance. However, just as pointed out in the study, performance indices in the
business environment may not in essence be suitable for application to the higher educational
sector and institutions, hence, it may be a weak argument to generalise that strategic planning
improves business performance in Nigeria and also just on the basis of analysis of data from

one single university in Nigeria.

Another study by lhua and Siyanbola (2012), carried out with the objective of investigating
the critical challenges limiting small business operations in Nigeria, identified a number of
relevant factors. Small businesses are considered the main stay of the Nigerian economy, as a
source of employment and main contributor to GDP (Mwantok (2018). Recognition of this
has made successive Nigerian government to invest in and attempt to create an enabling
environment for SMEs to flourish. Despite this effort, small businesses in Nigeria have been
floundering for some time now. This research attempted to identify factors responsible for
this happening in relation of the objectives shall help in the development of theory regarding
this relationship. The researcher adopted an exploratory approach using in-depth semi-

49



structured interviews to survey ten owners or managers of small businesses in Lagos, Nigeria.
Qualitative methodology was used. The results outlined some of the critical problems
limiting SMEs performance in Nigeria, to include restricted access to credit, the prohibitive
cost of doing business, insufficient infrastructure, contradictory economic policies, corruption

and multiple taxation (Adeniyi and Imade, 2018).

As before, this research result is not significant in my opinion, as it was conducted solely
based on evidence garnered from ten respondents in Lagos metropolises. This is because
evidence from other research and from the researcher’s own firsthand experience shows that
Lagos SMEs owners have had more access to funding than any other town and or state in
Nigeria. In a recent report by Akande (2012) it was pointed out that in one year when banks
in Nigeria set aside and invested about N28 billion in SMEs, over half of this was invested in
Lagos alone and over 180 projects out of the total 333 projects executed were in Lagos.
Hence, the research’s conclusion that finance was a major factor in these SMEs’ poor
performance is not a sound argument. Moreover, the researcher interviewed only ten
respondents. While the thoroughness of this research may be questioned, the very low
number of respondents involved, in addition to limiting this survey to Lagos, may suggest

that the outcome of this research is not very significant.

However, this study is relevant to my research in that it investigates factors responsible for
the poor performance of SMEs in Nigeria. However, whereas the focus of this study and its
findings relate to factors external to the SME and SME owners, my research focuses on
issues within the small business and business owners, particularly the issue of strategic
planning and the impact it may have on business performance. Findings from other research
covering small and medium-sized businesses in Nigeria had suggested that some SMESs in
Nigeria still struggle, despite not having the challenges of the factors the author outlined as
impeding the success of SMEs in this study. Hence, the relationship between factors within
the small business and the impact of following a formalised plan the author is investigating in

this study may shed more light on the issues with Nigerian SMEs.

2.10 Critique of some theories on strategy and planning

Despite the brilliant contribution of Michael Porter’s two theories and the attendant acclaim

both theories received in the academia and world of business, a few authors have pointed to
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some flaws in these widely accepted and embraced theories. In his appraisal of the theories,
Speed, (1989) reviewed the concepts of the five competitive forces and the generic strategies,
and goes on to summarize some of the criticisms of both theories. Just as stated in the
preceding sections, porter’s theory of the five competitive forces stipulates that competitive
situation businesses encounter can be categorized by looking into five competitive forces
acting in the business environment and the combined strength of those forces decides
potential profitability of the business. The forces are the bargaining power of suppliers, the
bargaining power of buyers, the degree of competition between current rivals, the threat of
entry and the threat of substitute products. The theory contends that assessment of the forces
and their relative power and root causes, permit a business to assess its strengths and

weaknesses, and choose an appropriate strategy.

Furthermore, Porter opined that his three generic strategies (cost, differentiation and market
focus) exist to offer the prospect of success in prevailing over the five forces in the long term.
The disparity between the strategies occurs due to the strategic advantage sought i.e. whether
cost or differentiation and/or focus target intended at the entire market or a segment of the

market.

Speed, (1989) critiques of Porters theories appears to be methodological according to his
appraisal and this arises from the fact that some of the key points in his theory does not
appear to have any justification. He pointed to the focus strategies where it was understood
that a distinction can be made between segmentors and nichers, but Porter’s work did not
make room for such distinction. The author pointed at lack of empirical substantiation to
support the very prescriptive conclusions and thinks that this weakens Porter's case.

Also, O'Shaunessy, (1984) and Speed, (1989) criticized Porter’s five forces as being random,
non-exhaustive, non-exclusive and guesswork that no one is sure is a necessity as there is no
guarantee only these forces influences competition. Furthermore, Porter neither offered
suggestion on how to operationalise all analysis based on these five forces nor gave any hint
on how to assess the power of the forces; He did not also provide ways to mitigate the effect

of these forces.
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Regarding strategic planning, Mintzberg has been one of its most outspoken critiques and his
issue has been the step-by-step, analytical approach to strategy. He objected to managers
using the majority of their time reacting to events with little or no time for real planning
(Mintzberg, 1994). Mintzberg has consistently raised concern regarding the planning
approach to strategy, and in his work on the topic, Campbell (1991) reported Mintzberg’s
proposition that most businesses seems to take an emergent rather than planned route to

putting together their strategies.

2.11. Strategic planning practices, SMEs and the influence of culture

It has been suggested that SMEs underpin entrepreneurship and that entrepreneurial
capabilities hinge on culture (Pearson and Chatterjee, 2001). Hence this section attempts to
highlight the influence of socio-cultural factors on the strategic planning-business
relationship. Understanding the role of culture as a depiction of societal way of thinking,
living and doing things, including the society’s values, norms and shared belief systems is
vital to understanding the decisions made regarding a business. This is because the
entrepreneur or business does not exist in a vacuum, but rather is immersed in and produced

by the cultural settings of both the business environment and the people involved.

Winkler and Zerfass (2016) pointed to a connection between strategy and organizational
culture. They posited that both strategy and organizational culture are entrenched in the
business environment and that strategies cannot be implemented without culture being taken
into consideration. Strategy formulation process influences organizational culture because of

the all-embracing presence of culture.

This point of view is in line with Putnam and Nicotera (2009, pp 1 - 21) who suggested that
establishments are social phenomena that are created by ‘interactions, language patterns,
sense making, and symbolic processes’. There is a broad acceptance among academics and
business leaders that socio-cultural dynamics and aspects of a business environment and
culture such as lifestyle, economic status, class, language, politics and law, available
infrastructure, economic resources, attitudes, beliefs system and values can have an effect on
entrepreneurship, business development and the performance and growth of any business,
whether it is micro, small, medium or a large conglomerate (Wasilczuk, 2000; Johnson, 2014;
Themba et al., 1999).
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According to Donkor et al (2017), strategic planning activities are not widespread among
family businesses in Ghana but result from the study confirmed substantial positive

association between the adoptions of strategic planning performance of the businesses.

Furthermore, a study by Fahed-sreih and El-Kassar (2017) put forward that strategic planning
positively impinges on the performance of businesses; as it enables staffs of the business to
build up innovative capacity, skills and entrepreneurship which in turn impacts on the
performance of the business. Chatzoglou, et al. (2018) highlights the impact of strategy and
strategic orientation on business performance to include overall synergy within the general

operations of the business from managing risk to gaining competitive advantage

This section appraises these important components in order to resolve one of the research
questions; ascertaining whether SMEs’ socio-cultural environment impacts on the attitude to,

perceptions of and degree of adoption of strategic planning among Nigerian SMEs.

2.11.1. Infrastructure

Infrastructure relates to fundamental physical structures such as a transportation network
(good access via road, rail, and air), electricity, ICT, sewage, healthcare facilities and water
that are necessary for the smooth running of any business or country. These play a significant
role in the success of any nation and its businesses, especially SMEs, by providing an
enabling environment conducive for start-ups and business success and growth (Akinyele et
al., 2016; Aleksejeva and Aleksejeva, 2015).

Not having access to these amenities or being in a situation where access is inadequate and
unreliable can adversely affect business activities and impede the growth and performance of
the business: ‘Nigeria’s inadequate infrastructure has been described as one of the key
impediments to the country’s growth’ (Nigeria Infrastructure Report, 2010). For Nigerian
SMEs, evidence abounds of the severe negative impact lack of and unreliable supply have
had and continue to have on the growth and development of businesses, especially SMEs
(Ado and Josiah, 2015; Nkechi, 2012).

2.11.2. Economic resources
Economic resources such as finance, skilled and semi-skilled manpower are necessary for
any commercial activity and entrepreneurial venture to take place in any society and hence,
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the availability of resources can directly impact on business activities of SMEs (Osborne,
2009). In a similar argument, Bahmani (2012) contended that economic resources such as
‘investment, resources of capital, land and labour and technological’ leverage are very
important when considering the economic development of any nation. SMEs in Nigeria have
serious problems raising capital. Access to credit and funds is difficult partly because of the
stringent conditions lending houses impose and also due to lack of collateral (Terungwa,
2012). When capital cannot be raised to execute a business plan, even the best of business
intentions and opportunity dies, or progress is delayed or postponed and opportunities may
then pass or dissipate (Ene and Ene, 2014).

The Nigerian government acknowledged this assertion and lately have been making efforts to
improve access to capital through regulation, the setting up of various intervention schemes
and the Central bank of Nigeria. At the onset of the new civilian administration in 1999, after
the neglect of the years of military dictatorship, the new administration approved in
December 1999 what was then called the SMEs Equity Investment scheme, an initiative in
response to the Nigerian Government’s effort at solving the access to capital problem of
SMEs. The policy was intended to, among other things, make credit available to
entrepreneurs in the SME sector and promote SMEs as a medium for swift industrialisation,

sustainable economic development, poverty alleviation and employment generation.

The scheme necessitates all banks in Nigeria to set apart ten percent of their profit after tax
(PAT) for equity investment and promotion of small and medium enterprises (CBN, 2011).
There have been several other launches of credit schemes similar to that since then, including
but not limited to the CBN’s launch of the MSME Development Fund on August 15" 2013
with a share capital of N220 billion naira (CBN, 2013). The simple premise here is that the
economic climate in Nigerian has impact on SMEs activity and this may in turn determine

whether these SMEs embraced strategic planning in any form.

2.11.3. Cultural influences
According to David (2011, p.129),

“Organizational culture can be seen as a model of behaviour that has been developed by
an organization as it learns to cope with its problem of external adaptation and internal
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integration and that has worked well enough to be considered valid and to be taught to
new members as the correct way to perceive, think and feel”.
It further recommended that, because culture affects business decisions considerably, it
should be evaluated at some point during an internal strategic planning audit. A thorough and
detailed understanding of cultural influence is important because objective five of this study

intends to investigate cultural influences on Nigerian SMEs decision to adopt a strategic plan.

National and establishment culture captures the subtle, intangible and largely unconscious
forces that shape people and their place of work. The multidimensional nature of culture and
people mean that it can be highly resistant to change, but at the same time symbolize a key
strength or weakness in any important business decision and direction. Hence, given the
strong socio-cultural dynamics in Nigerian society, this study shall be investigating a premise
that socio-cultural factors have direct a consequence on the attitudes and perceptions of

owners and managers of SMEs in Nigeria.

Parboteeah et al. (2005) strongly associate national cultures with organizational and social
behaviour and ethics. Hence a business culture can be compared to an individual’s
personality in the sense that no two organizations have the same culture, just as no two

individuals have the same personality.

Graham and Fredrick (2007) highlighted the influence of variables including education,
longevity, type of enterprise and gender as indicators of organization culture and what drives
the organization to be a learning organization. Also, a recent study by Ogunsegha (2013)
reported that it would be futile to adopt available research data collected in a specific
geographical area or region and attempt to apply this to a different geographical area, because
of the distinctiveness of cultures and organizations. The research suggested a strong
correlation between organizational culture and performance when surveyed from one region
to another. Hence, even though most past research on the strategic planning and SME
performance relationship does not extensively considered the implication of societal socio-
culture factors in the variables, this study has deliberately added this because the influence of

societal culture cannot be overemphasized for the country of study.
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Culture is made manifest in various ways and forms, including in products that might be sold,
scarce or in demand, and also in rites, rituals, symbols, values, beliefs, rituals, ceremonies,
myths, stories, legends, saga, language, metaphors, symbols, heroes, and heroines (Tsang and
Prendergast, 2009; David, 2011, p.129). It can also be seen in terms of organisational culture
or corporate culture, and the values and norms for any organisation that build up over time
from the collective character of the organisation’s employees and leaders (Graham and
Fredrick, 2007; Pinho et al., 2014; Wilson, 2012). Any organisational culture, then, should
instil employees with passion for putting into operation the goals and strategies of such
organisation. Some studies have established a positive correlation between organisational
culture and performance (Ogunsegha, 2013). Laforet (2016) pointed out that certain cultures,
such as paternalistic and founder cultures, do not positively impact on family firm innovation

and performance, but an entrepreneurial-like culture does.

Culture can offer an explanation as to why it is challenging for an organisation to change the
direction of its strategy, because the embedded culture had already been associated with past
success and employees are familiar with the existing culture and can be reluctant to let go of
it (Allaire and Firsirotu, 1984). As Mintzberg (1994) suggested in his book on the rise and
fall of strategic planning, it is the people (strategists) that get the strategic planning process
wrong. When the strategists get the process of strategic planning wrong through
misapplication of strategic thinking, the end result is determined by the decision-making of

these people.

Because it is the owners and managers of SMEs in Nigeria who make decisions on the
strategic planning process, we will now examine the influence SME owners and managers’
perspectives and culture would have on strategic planning decision-making, considering
Nigerian culture through the instrument of Hofstede’s 6-D model on culture (power distance,
individualism, masculinity, uncertainty avoidance, pragmatism and indulgence) Hofstede,
2015.

2.11.3a Hofstede on cultural modelling for Nigeria
Hofstedee (1984, pp 11 -14) defines national culture as ‘the communal programming of the
mind which differentiates the members of one human set from another’. Based on data from
IBM, He recognized four mainly independent dimensions: Power Distance (large versus
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small), Uncertainty Avoidance (strong versus weak), Individualism versus Collectivism and

Masculinity versus Femininity. Hofstede used a 6-d model to survey national cultures. Fig 3.2

shows Nigeria, and Fig 3.3 Nigeria compared with the UK.
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Fig. 2.8: Hofsted’s 6-d model for Nigeria
Source: adapted from Hofstede, 2016.
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Fig 2.9: Hofsted’s 6-d model for Nigeria in comparison with the UK
Source: Adapted from Hofstede, 2016.

Hofstede’s analysis in Fig 3.2 indicates that the high score of 80 for Nigeria for power
distance represent a hierarchical society with a huge power gap between leaders and
followers, characterised by huge inequalities and centralization of power. It has been deemed
that a short power distance is more favourable for entrepreneurial activities, as it allows
business managers and owners to broaden their horizons and challenge stereotypes and
idiosyncrasies that could ordinarily stifle entrepreneurship and innovation.

The model also reveals that Nigeria is a collectivist society where individuals are loyal to a
group that they belong to, and in which the group members are looked after by the group in a
close long-term relationship. Commitment is valued and allegiance is absolute, and overrules
most other societal rules and regulations, including employer-employee relationships,
recruitment and selection, promotion and remuneration, which are all seen through the prism
of morality, as established by the group. It has also been pointed out that owing to the fact

that collectivism negates individualism, a society with a low individualism score shall pursue
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more communal interests while individualistic enterprise may not be seen as priority, making

individualistic societies more enthusiastic towards entrepreneurial activities (Kunene, 2008).

Furthermore, Hofstede’s high score for Nigeria indicates that Nigerian society is also
ambitiously competitive, achievement- and success-driven and the people live in order to
work, which are all good indices for motivation and good for running any business. On the
other hand, Nigeria has low score on feminine characteristics like quality of life, moral
values, harmony, and relationships among people. Again, Nigeria has rather an ambivalent
score on uncertainty avoidance which is a pointer to the way a society deals with fact that the
future is unknown. There does not appear to be a clear indication as to whether Nigeria has
any concern about the future. In societies with high uncertainty avoidance, people tend to
become risk averse and less creative and innovative and this may hamper entrepreneurship.

On long-term orientation, which Hofstede sees as an indication of how a society balances and
preserves links with its own past while handling the challenges of the present and future;
approaches here can be either normative with a low score or pragmatic with a high score.
Nigeria has a very low score on this index, which according to Hofsted means that Nigeria is
a normative society, which has a preference for maintaining a ‘time-honoured traditions and
norms while viewing societal change with suspicion’. A pragmatic society, on the other hand,
promotes ‘prudence and efforts in modern education as a way to prepare for the future’.

Finally, on indulgence, Hofstede describes this as follows:

“The extent to which people try to control their desires and that cultures can be
portrayed as

indulgent or restrained. He posited that Nigerian culture is said to be one of
Indulgence. People in societies classified by a high score in Indulgence generally
exhibit a willingness to realise their impulses and desires with regard to enjoying life
and having fun. They possess a positive attitude and have a tendency towards optimism.
In addition, they place a higher degree of importance on leisure time, act as they please
and spend money as they wish”. ( Hofstede, 2015)

Given the work of Hofstede as detailed above, the researcher shall be investigating cultural
dimensions to the strategic planning SMEs relationship on Nigeria, with the intent of

deducing whether any of Hofstede’s findings hold true for these relationships.
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2.11.3b. GLOBE research project on societal and organizational cultures
The Globe project built on earlier research by Hofstede (1980), Schwartz (1994) and Smith

(1995), which put forward nine cultural dimensions that allowed for the evaluation and

comparison between various norms, values, beliefs systems between cultures. Their findings

are summarised in Fig 3.12.3 below.

Power Distance

The extent to which people belonging to a collective expect power to
be shared out equally.

Uncertainty Avoidance

The degree by which a community, institution, or group depends on
social standard, regulation, and measures to ease unpredictability of
future happening.

Humane Orientation

The extent to which a group encourages and recompense individuals
for their fairness, unselfishness, generousity, thoughtfulness, and
care towards others.

Collectivism | (Institutional)

The scale at which institution and societal institutional practices
promote and reward collective sharing of resources and collective

action.

Collectivism IlI: (In-Group)

The extent at which persons convey pride, allegiance, and unity in

their group or families.

Assertiveness

The scale at which individuals are self-confident, confrontational,

and antagonistic in their relationships with others.

Gender Egalitarianism

The extent at which a communal reduces gender inequality.

Future Orientation

The extent to which individuals take on future-oriented actions such

as delaying gratification, planning, and investing in the future.

Performance Orientation

The scale to which a community encourages and rewards its

members for improving their performance and excellent service.

Table 2.2 Globe project nine cultural dimensions
Source: Adapted from House et al., 2004

In the analysis of data section of this research, the author shall also be looking to either

substantiate or dispel key premise and findings of the Globe project as outlined above.
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2.12. Conclusion

While there has been substantial research on the relationship between strategic planning
practices and performance of businesses, including micro, small, medium and large
conglomerates, geographical coverage, conclusions and arguments vary. This chapter has
emphasized the key contributions to the body of knowledge on this relationship from past
research, with the purpose of helping the researcher appreciate the diversity of the argument
on the various industries, types and sizes of business, and different areas of the world. This is
important, given that the various regions of the world have their own peculiar approaches,
worldviews, environments and cultures. One glaring issue from this review is the fact that the
substantial available body of literature on the strategic planning or formal planning versus
small business performance relationship mainly covered the developed economies, leaving a
gap in research for the African continent and other poor economies generally, and Nigeria in
particular. Nearly all these studies were conducted and conclusions drawn in relation to the
developed countries of America, Europe and few Asian-Pacific regions. There is a dearth of
empirical data covering Sub-Saharan Africa. Efforts from research available covering Nigeria
have centred on the external difficulties and problems accountable for the sluggish
improvement of Nigerian SMEs, such as lack of infrastructure and basic amenities (Adobi,
2012).

This current research extends these previous studies by approaching the research from a
different (Nigerian) perspective and also by including the peculiar socio-cultural and
environmental dynamics for Nigeria (such as attitude to religion/faith, norms, time,
relationships, ethics and morality), which past studies did not include. Evidence from the
available literature reviewed highlighted the importance and contribution of small and
medium-sized business to start up entrepreneurs, the society and the economy of nations,
including GDP and micro and macroeconomic activities. Furthermore, the literature reviewed
suggested that embracing strategic planning help these SMEs survive and progress. Despite
this assertion, SMEs have a substantial failure rate the world over. While a few grow to

become large conglomerates in the developed economy, success is fairly common-place.

The experience of SMEs in the African continent is far less impressive. There is evidence of
slow progress, capacity underutilisation and failure to fully take advantage of the growing
middle class to expand and extend their reach, despite the overtly complacent and
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unsophisticated consumer market. While SMEs in the developed economies have grown into
large conglomerates such as Marks and Spencer, Sports Direct and Morrisons superstore,

such examples are farfetched in the Nigerian context.

Likewise, a significant number of available studies suggest a positive correlation between
small firms engaging in strategic planning and good performance, such as increasing revenue,
SMEs survival in a volatile economic climate and huge profit growth, allowing owners and
managers of a business to be more alert to new opportunities and threats emanating from the
business environment, continuing growth rates, increase in market share, offering
organization direction (Greenley, 1986; Thompson and Strickland, 2003; Pearce and
Robinson, 2003; Nmadu, 2007; Vargo and Seville, 2011; Campbell, 2010). Despite these
huge benefits, other academic theories and findings dissent on the impact. Brown (2008)
concludes that there was an indifferent impact on firms adopting strategic planning, although
Brown’s conclusion was flawed considering the study already pointed that strategic planning
helped the small businesses to maintain a sense of direction. This singular impact can allow
owners or managers to adopt actions that are efficient and effective. This can be thought of as

an impact in itself.

For some other academics, country dynamics and specifics, such as socio-cultural and
environmental influences, trading terms and the, nature of business ownerships defines the
impact on the relationship strategic planning has with the success of SMEs (Hoffman, 2007).
This research is undertaken in agreement with this assertion, as the researcher expects the
peculiar Nigerian socio-cultural and environmental factors to influence any adoption or
otherwise of strategic planning. This is in line with Winkler and Zerfass (2016), who posited
that both strategy and organizational culture are entrenched in the business environment,
which is fluid, and that there is a need to deal with the intricacy it depicts, as strategies cannot
be applied without culture being taken into consideration. Also, this is in agreement with
Koufopoulos et al. (2010) who suggested that models and frameworks used in the developed
economies may not be a suitable for other cultures, countries and environments with less than
favourable development, such as infrastructural deficits. This is another justification for the
gap in the body of knowledge, because the country dynamics for Nigeria differ from those of

the other countries, especially the developed countries, and therefore research efforts carried
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out in Nigeria may throw up a different outcome, findings or conclusions for the same or

similar research carried out in the US or UK.

Meanwhile, Mintzberg and colleagues (Mintzberg et al, 2009; Mintzberg, 1994, pp.90-108)
notably criticised strategic planning as meaningless activity, due to its application and
emphases. The authors’ discontent was with the strategic planning process and formulae and
analysis-driven leaning nature of strategic planning rather than strategic planning itself. The
authors recognized that having a strategic plan influenced the eventual outcome of a business
performance in what was depicted as an emergent strategy, where in response to changes in
the business’ internal and external environments such actions were developed and
implemented and added to the business success. It concluded that strategic planning helps
businesses to coordinate their activities, such that, due to this coordination, businesses make
sure that the future is taken into consideration, thereby guaranteeing preparedness for the
inevitable, pre-empting the undesirable, and attempting to control the controllable. The study

concludes that businesses must plan to help them stay rational (Mintzberg, 1994, pp.65-108).

Despite this, the overwhelming evidence and argument were in favour of a positive
correlation between adopting strategic planning and performance for firms embracing
strategic planning. Considering the assertion of Brown (2006) and De Wit and Meyer (2004,
pp.117-119) that even if other glaring benefits of strategic planning were disregarded,
strategic planning gives businesses direction as a substitute to allowing them to drift or guess
at their decisions, objectives and plans. Thus, strategic planning is of tremendous benefit to
any business. The embrace of strategic planning can help Nigerian SMEs plough back profit
into business expansion and opening more outlets, increasing market share and so forth,
rather than the current indulgence with ceremonies, marrying an additional wife, buying

luxury items like cars from profits from businesses instead of expanding.

Consider Mintzberg’s (1994, p.17) assertion that having a strategy amount to taking the
future into account in three dimensions, namely: ‘Prepare for the inevitable, Pre-empting the
undesirable and controlling the controllable’. If any business organisation managed to
achieve the above three concepts alone, strategic planning must have definitely made an
impact. In arguing further for the benefits, it is worth pointing out that even Mintzberg, one
of the most vocal critics of the impact and concept of strategic planning on business
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performance, acknowledged that having a strategic plan influences the eventual outcome of a
business’s performance in what he described as emergent strategy, in which, in reaction to
changes in the business’s’ internal and external environments, strategies were developed,

implemented and added to the business’s success (Mintzberg, 1994, pp.24-27).

The research is relevant for Nigeria, considering the positive correlation deduced in the
argument above. If Nigerian SMEs can harness the benefits as outlined by the various authors
who found a correlation, this research would have contributed to the SME sector and thus the
Nigerian economy. More so, as indicated in literature reviewed, there has been provision for
funding by the Nigerian government as an intervention scheme towards financing SMEs in
the past two decades. Also, political parties also do provide financial assistance to their loyal
followers for start-up purposes. Putting a proper strategy in place would help these SME

owners to move on from squandering these grants.

More longitudinal research covering the African continent in general and Nigeria in particular
IS necessary in order to appraise the progress in the adoption of strategic planning due to a
surge in exposure to other parts of the world, especially the developed countries and their
business management and strategic planning activities. It is easier now than it has ever been
for a person to sit, in even the remotest village in Africa, and glance at the business model,
mission, aim and objectives, operational and strategic direction of any big conglomerate that
put such information on their website for public consumption, from his or her mobile phone.
The advance in technology and the recent and ongoing upsurge in widespread embrace of
technology in the African continent, especially ICT, has allowed the increasing exposure of
owners and managers of businesses in the continent to business best practices across the
world. Thus, SMEs from the area of study can ascertain whether strategic planning tools can
help bolster underachieving SMEs, given the relative lack of or loose regulation and red tape.
Also, given the peculiar and dissimilar socio-cultural dynamics of the continent compared to
those of Europe and America, it may help the SMEs to cherry-pick best practices from these
regions to adopt that will fit into their various cultural peculiarities and give them a

competitive advantage.

The next section builds on the literature review by reviewing the Counrty context, and other
topics central to this study. These include: the concept of small and medium-sized enterprises
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(SMEs), definition of SMEs, SMEs and their contribution to economic development,
Nigeria’s small and medium-sized business sector, Small and medium-sized business
definition for Nigeria, Small and medium-sized business definition for the purpose of this

study and SME and entrepreneurship
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CHAPTER 3
COUNTRY CONTEXT AND REVIEW OF LITERATURE ON SMALL AND
MEDIUM-SIZED BUSINESSES IN NIGERIA

3.0 Introduction

This chapter will highlight background information about the study location and the current
state of SMEs to enhance an understanding of the present varied practices of the SMEs and
expectations of consumers in relation to the socio-cultural peculiarity of the study location, in
light of previous studies. In order to carry out an empirical study on subject matter of this
nature, it is imperative to have an understanding of not only the subject matter itself (SMEs),
but also the dynamics of the environment. This is in agreement with Parboteeah et al. (2005)
who suggested that national culture have an effect on business and business owners’ attitudes,
outlook and ethical considerations. Because most available literature covered the Western
world, any general idea of the new study focus will greatly enhance understanding. Also,
given the global nature of past research, an overview of practice in the new location shall
boost understanding.

This chapter covers the following areas: background geography of the study location
(Nigeria); background information on Nigeria and the economic environment; and the current
state of SMEs in Nigeria. It also highlights the concept of small and medium-sized
enterprises (SMEs), definition of SMEs, SMEs and their contribution to economic
development, Nigeria’s small and medium-sized business sector, Small and medium-sized
business definition for Nigeria, Small and medium-sized business definition for the purpose
of this study and SME and entrepreneurship

3.1 Nigeria in brief

Nigeria is a vast multi-lingual and multicultural nation located in the west of Africa and has a
total area of 923,768 sq km (356,669 sq miles). Nigeria currently has an estimated population
of about 183.2 million (NPC, 2017) and has the largest economy in Africa. The country is
Africa’s largest crude producer and the sixth largest in the world. This has been the major

driver of the Nigerian economy since the late 1980s (Searcey, (2016).
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Despite being the world’s seventh-most populous country, Africa’s most populous country
and largest oil producer, poverty and unemployment rates are some of the highest in the
world. There has not been a socialist government under which citizens are given a dole for
subsistence: in fact basic amenities such as pipe-borne water, electricity and healthcare are
grossly inadequate. Many Nigerians are the skilful and educated but without gainful
employment, and the non-skilful and non-educated also wish to fashion a living for

themselves. Thereby, many Nigerians see starting up small and medium-sized businesses as
the only way to earn a living.
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Fig 3.1: Map of Nigeria showing all the 36 states and the Federal capital Abuja
Source: Online from Maps of world (duly referenced)
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3.2 The Nigerian economic environment

The Nigerian economy can be generally categorised into oil (crude petroleum and natural
gas) and non-oil sectors (agriculture, manufacturing, wholesale, retail and finance) (Nwani,
2016). The Nigerian economy was largely agricultural before the country gained
independence from Britain in 1960 and for a few years post-independence until the oil boom
(Uche, 2012). Nigeria, which was self-sufficient in food and a net exporter, abandoned
agriculture and become hugely reliant on oil and gas, importing food and other agricultural
products (National Bureau of Statistics, 2013), until recent efforts to improve domestic food
production and national food security, attempting to export food and harness the agricultural

sector to generate employment (NBS, 2017).

The rise in oil price and its attendant income to the Nigerian economy after several years of
being dominated by oil and gas and being almost a monolithic economy has been growing
since the global meltdown (Zepue and Omar 2012; Neszmélyi etal, 2018) with a growth
projected to be in the range of between six to seven per cent for the year 2013 according to
the NBS, (2012) with contribution from both the oil and non-oil sectors (Fig 2.2 below),

despite a slight lull in the oil sector growth due to disruption caused by vandalism.
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Contributions of Key
Sectors

Ql @2 Q3 Q4)Q1 Q2 Q3 Q4jQ1 Q2 @3 Q4|Q1 Q2 Q3 Q4fQ1 Q2
2009 2010 2011 2012 2013

# Manufacturing

# Wholesale and Retail Trade
#Finance & Insurance

# Telecommunication & Post

# Crude Petroleum & Natural Gas

Fig 3.2: Contribution of key sectors to GDP in percentage (Q1 2008 — Q2 2013)

Source: National Bureau for Statistics

Nigeria’s Gross Domestic Product (GDP) was 262.61 billion US dollars in 2012, which
corresponds to 0.42 percent of the world economy’s GDP in value, as indicated in the five-

year report on the SME sector in Nigeria, released in 2013 (NBS, 2013). However, the
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country also has a high unemployment rate of about 23 per cent, with the population of
working age and new graduates worst hit (Ugwuanyi and Obiekwe, 2017). The
unemployment situation makes starting a small or medium-sized business a viable
proposition in Nigeria, as the lack of gainful employment opportunities forces people,

especially the young, to become entrepreneurs to survive (Adu et al, 2019).

B)

2010 | 2011 | 2012

Fig 3.3: Real GDP Growth Rate (%) (Q1 2008 — Q2 2013)
Source: National Bureau for Statistics
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3.3 Current state of SMEs and the Nigerian economy

Despite the myriad of challenges Nigeria is currently confronting, ranging from the huge

infrastructural deficits, terrorism and endemic corruption, Nigeria remains one of the most

developed nations in Africa (Ovadia and Wolf, 2018; Ibironke, 2018 and Bonga-Bonga,

2019). However, after several years of consistent and strong economic growth (as highlighted

in Fig 2.4), the Nigerian economy contracted in 2016 and the contraction continued for five

quarters into 2017 due to the sharp fall in crude oil and gas prices, which the Nigerian

economy heavily relies upon (NBS, 2017). It rebounded in the last quarter (Fig 2.4). Some

experts pointed out that the recession was partly due to the fall in oil prices and partly to poor

management of both the fiscal and monetary policies by the new government, who failed to

act quickly and were reluctant to allow the Nigerian currency complete freedom on FOREX,

choosing rather to attempt an artificial peg (Utomi, 2017; Rufai, 2017 and Ezekwesili, 2017).

Nigeria’s Gross Domestic Product (GDP) was recently estimated at 413.7 billion US dollars

(Trading Economics, 2017). However, the country also currently has a high unemployment

rate of about 14.20 per cent overall and 47.40 per cent youth unemployment, making these

groups in the population likely to embrace SMESs to survive.
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Fig.3.4. Nigeria GDP Annual Growth Rate: Source Tradingeconomics.com
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Even though SMEs are crucial to the Nigerian economy, successive governments have not
committed to building a viable SME sector until the recent past (Obokoh and Goldman,
2016). Recent commitment that began by means of the creation of the Small and Medium
Enterprise Development Agency of Nigeria in 2003 and the launch of the Central Bank of
Nigeria MSME development fund in 2013 do not appear to have made the right impact. Lack
of progress is reflected in a number of ways including the recent findings by Oyeyinka (2017)
who suggested that despite 96% of Nigerian businesses being categorized as SMEs, their
contribution to GDP is relatively low when compared to other regions of the world, i.e.
Nigerian SMEs contribute just about one per cent of GDP compared to Asian countries of
similar size, where SMEs contribute about forty per cent, and around fifty per cent for the US

or European countries.

Furthermore, the Nigerian SMEs sector is characterised by a cycle of mediocrity,
underdevelopment, and capacity under-utilization, owing to a number of challenges that
ranges from developmental inadequacies such lack of access to finance, insufficient
investment in human capital and huge infrastructural deficits, such as lack of electricity, pipe-
borne water, good roads and technological facilities (Ajayi and Adegbite, 2016). These mean
that, despite the huge market and a growing middle class with an appetite for consumption,
these SMEs are unable to harness the huge market potential to grow their business. While
some of the SMEs’ inability may be attributed to lack of know-how on formulating a
workable business strategy to grow the business, others who attempted are frustrated by these

challenges (Anastesia et al. 2018)

In addition, whereas evidence abounds of large firms and even conglomerates in Western
economies which started as SMEs and have grown to become large corporations through
diligent deliberate strategies (lyortsuun, 2017; Babah Daouda, et al 2019), such examples are
farfetched in Nigeria despite the very unsophisticated consumer demand and weak regulation.
This is partly due to the subsistence nature of (and reasons for starting) the SMEs in the first
place (Adegboye and Iweriebor 2018). Several of Nigerian SMEs are family-owned or

singularly owned as a way of generating income for family upkeep due to the very high level
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of unemployment and underemployment. Hence, most of these SMEs are mainly preoccupied

with making enough money to live on, rather then expansion (Ajuwon, 2017).

Another notable dynamic in the Nigerian SME sector is the influence of socio-cultural factors
in society, such as the norms, beliefs, societal expectations, symbols, attitudes and
perceptions and they all influence the approach of the SME owners to how the SMEs are run
(Okpara, et al 2019). This is in line with Xueli (2009) who pointed out that national culture,
history and a country’s establishment influence business owners’ decisions as to how the
businesses are run. The Nigerian cultural setting is largely a collectivist society and
individuals identify with and are loyal to various groups, including extended families, which
are expected to be looked after by the other members of that group in a closely-knit
relationship (Nwaekwe and Steinberg, 2016). How do SME owners think of ploughing back
profit into a business to grow a SME when a family member is in need? Commitment is
cherished, allegiance is total, and both are likely to take precedence over most business best
practice (Okpara 2014).

In addition, Hofsted’s (2017) cultural modelling for Nigeria identified the cultural setting as
normative and high on indulgence, wherein people normally display an eagerness to fulfil
their impulses and desires when it comes to enjoying life and having fun. Hence it is common
practice for Nigerian emerging entrepreneurs, including owners of SMEs, to throw large
parties on occasions such as birthdays, christenings or funerals. They may even marry an
additional wife if they suddenly make profit from their business, instead of reinvesting and
expanding the business or brand. These attitudes and approach are not an approach that can

grow such a business beyond subsistence (Onuaguluchi 2015).

Another widespread cultural factor in play among SMEs in Nigeria is religion. Nigerian
society is largely religious and most business owners are ardent followers of either of the two
major religions: Christianity or Islam. Religious faith plays a major role in the business
environment in Nigeria and may even determine the business some SME owners can or
cannot do (Yagboyaju, 2017). It is also a common knowledge in Nigeria that most people
believe that any business success is as a result of ‘destiny’, God’s blessing or favour, and not
the expected result of a well-thought-out business plan (ljewere and Odia 2012). In such
society where people belief that the success of their business hinges more on God than any
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strategy or plan, the effort at growing such business would be expected to be light on sound

business best practice (David 2016).

Finally, other norms and socio-cultural issues that Nigeria SMEs grapple with is endemic
corruption prevalent in all aspects of the business environment. These include issues of
bribery, nepotism, favouritism, political patronage and cronyism that appear to quickly
promote and elevate people far above what any well-thought-out strategy might be able to
offer (Limbs and Fort, 2000; Bamgboje-Ayodele and Ellis, 2015). Hence, the planning
practices of Nigerian SMEs appear hazy, without the sort of empirical investigation with
which this study is undertaken. This is in agreement with Bachmann (2014), who suggested

that national culture impacts on strategic planning and entrepreneurial perspectives.

The Nigerian SME sector did not receive adequate support from the government in creating
an enabling environment for SMEs to operate and flourish in (Akinbogun 2008). For
example, it lacked the provision of basic amenities until recently. There has been more effort
from the federal government since the new democratic dispensation in 1999, due to pressure
to deliver democratic dividends, awareness of the dire state of poverty, and the need to
improve people’s lives (Ajayi and Adegbite 2016). This has led to several government
initiatives, such as the Central Bank of Nigeria launch of the micro, small and medium-sized
(MSME) development fund in 2013 with a total share capital of 220 billion Nigerian naira
(CBN, 2016); also the setting up of the SME Equity Investment scheme, set up in 1999,
which mandated every banks operating in Nigeria to set apart 10 per cent of their profit after
tax for investment into the SME sector to promote its development (CBN, 2016). Another
recent intervention was the establishment of the Development Bank of Nigeria in March

2015, with the sole aim of promoting SME activities.

Despite the stated governmental intervention in terms of injection of funds and policies
related to the SME sector, it appears to be a case of too little too late, because the sector is
still characterised by mediocrity, with little innovation and formalization (Duke, 2013). This
is partly due to insufficient support from government and the entrenched socio-cultural
inclination of the SME owners (Painter-Morland and Dobie, 2009).
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3.4. The concept of small and medium-sized enterprises (SMES)

There isn’t a single accepted definition or interpretation of small and medium-sized
enterprises (SMEs). The term SMEs has different meanings for different nations, regions,
economic blocks and business sectors of the world. The categorization of a company as
SMEs differs from one nation to another nation and even inside states with comparable
geography and economy (Janki 2012). For example, a firm’s features that qualifies it to be
named a ‘SME’ in Nigeria may be different from that of Ghana, Niger and the Republic of
Benin, even though all these countries belong in the same regional economic and political
block of the Economic Community of West African states (ECOWAS).

Even within the European Economic Community, other than the meaning generally agreed
upon, each individual nation has its own peculiar meaning of SME that differs from one
nation to another. More often than not, the meaning and definition given to this acronym by a
nation or regional block hinges upon the purpose for which a definition or categorisation is
sought. For instances, the EU intention of using a definition generally acceptable to all its
member state was borne out of the need for identifying organizations that qualify for national
state aid schemes and community programmes; e.g. research funding, competitiveness and
innovation funding and other related national support programmmes as well as limited

number of requirements on EU administrative compliance or reduced fees (Buculescu, 2013).

The UK’s Federation of Small Businesses recommends the most broadly accepted definition
of small and medium enterprises to be the one according to the UK Companies Act 1985,

intended for the purpose of accounting needs. This looks at a SME as

“a business that has a turnover not exceeding £5.6 million, a balance sheet total of not
more than £2.8 million and not higher than fifty workforce. A medium-sized business
has a turnover of not more than £22.8 million, a balance sheet total not exceeding £11.4
million and not more than 250 employees”. (Lee-Ross and Lashley, 2009; p.9)
For Nigeria, the definition of a SME was borne out of the need to categorize small businesses
with the intent of bolstering the SME sector of the economy through disbursement of funds in

the forms of loans and grants after the return to democratic governance in 1999 (CBN, 2010).

Various SME definitions across countries are as a result of an amalgamation of a number of
parameters, such as the numbers of employees, total net assets and turnover of the firm. Table
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(4) below illustrate the various definition of SMEs, using a number of the aforementioned

criteria from some countries of the world.

Agency/Country | Micro Small Medium-sized | Description
enterprises enterprises enterprises

UNIDO 99 or fewer 100-499

- Industrialised

UNIDO Fewer than 5 5-19 20-99

- Developing

European Union | - Fewer than 10 - Fewer than 50 - Fewer than Staff count is the

(EV)

employees

- Turnover of

employees

- Turnover of

250 employees

- Turnover of

primary reason

Turnover OR

€2M or less OR €10M or less €50M or less balance sheet total
b/sheet assets of OR bf/sheet assets | OR b/sheet supports
€2M or les of €10M or less assets of €43M | classification
or less
us 19 10-99 100 — 499
Canada 1-9 10-99 100 — 499
Brazil 1-9 10-49 50-249
Mexico 1-10 11-50 51-250
Malaysia Fewer than 5 5-19, 5-50 20-50, 51-150 categorization
based on sector:
primary
agriculture,
manufacturing or
services
India Rs. 2.5 million/ Rs. 50 million/ Rs. 100 million/ | *Investment limit
- Manufacturing* | Rs. 25 lakh (US$ | Rs. 5 crore (US$ | Rs. 10 crore in plant and
50,000) 1 million) (US$ 2 million) | machinery
**Investment
India Rs. 1 million/ Rs. | Rs. 20 million/ Rs. 50 million/ limit in equipment
- Services** 10 lakh (US$ Rs. 2 crore (US$ | Rs. 5 crore (US$ +**Rs50=USD1
20,000) 40,00,000) 1 million)
Ghana 1-5 5-29 29-99

Table 3.1: Definition of small and medium-sized enterprises in a select number of countries
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Source: SMEDAN.GOV.NG

3.5 Definition of SMEs

The European Union set out the definition of SME on the criteria of firms attaining highest
upper limit for staff number and either a turnover ceiling or a balance sheet ceiling. This
definition, however, applies only to individual firms and not a firm that is part of a larger

group. The table below illustrates the EU’s definition criteria:

Company category | Employees Turnover or Balance sheet total
Medium-sized <250 < €50m <€43m

Small <50 <€10m <€10m

Micro <10 <€2m <€2m

Table 3.2 Tabulated Europe SME definition
Source: EU recommendation 2003/361

Acs and Bernard (1999) pointed out that the Institute for SMEs in Germany created what they
term as a qualitative definition of SME as follows:

As an alternative to looking at the numbers of workers a SME employs and the
turnover, the qualitative definition concentrates on the management. One of the features
of SME:s is the fact that the CEO of the business owns the company or holds the major
part of the company’s shares; hence, firms are considered SMEs if they have less than
500 employees in the United States and less than 300 in the European Union.
(Acs and Bernard (1999, p.4)

Small and medium-sized enterprises (SMESs) thrived in local economies as well as within

international presence where substantial growth is recorded as well.

3.6. SMEs and their contribution to economic development

There has been a generally accepted view worldwide on the contribution of small and
medium-sized enterprises (SMES) as a major driver and catalyst for economic prosperity,
industrialization, modernization, employment generation, equitable distribution of income
and a source of entrepreneurship, giving a sense of pride and well-being to the majority of the

population (Chepkwony et al., 2009). There is also a general acceptance that SMEs make
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goods and services available, enable better standards of living, creates job and massively
contribute to the gross domestic product (GDPs) of many countries (Ofoegbu et al., 2013;
Eniola, 2014; Pasnicu, 2018 and Albadri 2018). All over the globe, SMEs dominate the
business environment in terms of numbers, and are also vital because they are key drivers of
employment and economic growth (Wang et al., 2011). The Organisation for Economic
Cooperation and Development (OECD) suggested that SMEs are the leading type of business
establishment, making up of up to 95 to 99 per cent of business in many nations and has lead
to about 60 to 70 per cent of job opportunity in OECD countries being directly related to
SMEs. A report published in May 2004 pointed out that this puts SMESs very much in the
public policy limelight worldwide (OECD, 2004).

A recent article by Rachmania, et al. (2015) on the growth of Indonesia’s economy stated that
the existence of a variety of small and medium enterprises (SMES) in Indonesia contributed
to encouraging national economic growth. It was noted that the current visible input to
national economic growth was for the most part by small and medium-sized businesses, and
consequently all current policies should support small and medium-sized enterprises. Isaac
(2014) pointed out that SMEs account for 95 per cent of the businesses in Dubai and
contribute about 40 per cent to the total value-add produced by the economy, accounting for
42 per cent of the total labour force. He further stated that, based on the sectors, SMEs make
up 47 per cent of the total GDP input, with services and manufacturing following with 41 per

cent and 13 per cent correspondingly.

In South Africa, it was suggested by Masarira and Msweli (2013) that because SMEs account
for about 91% of the formal business body, contributing to about 51% of GDP, and providing
almost 60% of employment, the South African government has consequently made the
advancement of SMEs a priority so as to serve as a catalyst for attaining economic growth,
improvement, employment generation, poverty alleviation and as medium for

economic empowerment for the previously underprivileged people. Observing the impact of
SMEs from the Nigerian perspective in particular, it has been suggested by Eniola, (2014)
and Udoh and Agu (2018) that the SME sector is the main source of the livelihood for the
majority of the population and is responsible for more than 70% of employment

opportunities. According to the report, in Nigeria SMEs constitute over 90% of businesses.
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A recent study of Nigerian SMEs by The Economist Intelligence Unit (2015) reads:

“As the main type of enterprise in Nigeria, SMEs can be important driving force in
translating the country’s potential into concrete results. SMEs are functioning with
close to never-ending energy, but that is often in spite of the enabling environment
rather than because of it. If SMEs can prevail over the difficulty they face, which
includes serious infrastructural deficit like insufficient transport systems, erratic power
supply, endemic corruption and bureaucratic impediment, SMEs then have the potential
to change the current state of Nigeria for the better”(The economist intelligence unit).

3.7. Nigeria’s small and medium-sized business sector

Small and medium-sized businesses have been acclaimed worldwide as a catalyst for
economic growth and employment opportunities. A number of areas in which small and
medium-sized enterprises contribute to the economy include production of goods and
services, especially at the very local level, employment generation, entrepreneurial
development, skills acquisition and development, GDP increase and poverty mitigation,

among others (Ajuwon, et al 2017; Ugoani and Ibeenwo 2015).

SMEs in Nigeria play a vital role in filling the huge unemployment gap (currently 23%) and
providing a source of livelihood for the teeming populace. According to the Central Bank of
Nigeria (CBN), Nigeria had about 17.6 million micro, small and medium-sized business
(MSMEs) employing about 32.4 million persons, and adding about 46.54 per cent of nominal
GDP in 2012. This statistic highlights the indispensability of small and medium-sized
businesses to the Nigerian economy (Oladimeji et al 2018). Successive Nigerian
governments, with this understanding in mind, have made a variety of efforts at bolstering the
small and medium-sized enterprises sector of the economy. For instance, there have been
several frequent disbursements of funds in the form of loans and grants for starting up SMEs
in Nigeria since the country returned to democratic governance in 1999. The most recent such
intervention was the launch of the 220 billion Nigerian naira Micro, Small and Medium
Enterprises Development Fund (MSMEDF), intended to further increase access to funding by
small businesses in Nigeria (CBN, 2013).

Furthermore, there was the establishment of the Small and Medium Enterprises Development
Agency of Nigeria (SMEDAN) in 2003 to make easy the support and improvement of a well
organized and capable Micro, Small, and Medium Enterprises (MSMESs) sector that will

boost an economic growth in Nigeria that can be maintained. The Agency is the coordinating
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establishment for all issues regarding the start-up, resuscitating and growing small and
medium businesses in Nigeria. Despite recent government efforts, the Nigerian SMEs sector
is faced with some challenges that impinge on its growth and development. Okpara (2011)
outlined some of the constraints on SME success, to include infrastructure issues, corruption,
lack of adequate technology, business structure and its inability to acquire and develop
required resources, and strategic issues such as the inability of SME owners to match their

goods or services to the demands of the external market, among others (Lubem et al. 2018).

The SME sector in Nigeria can be viewed from two perspectives: formal and informal SMEs
(NPC, 2009). Formal SMEs are businesses formally registered with the Nigerian Corporate
Affairs Commission (an agency of government responsible for the registration and
documentation of companies) and operating within the scope of government regulation.
Informal SME are businesses that operate willy-nilly without any formal structure and
outside the range of government regulation (Ajiboye and Oladiti 2008). While a good number
of small businesses in Nigeria fall under the category of formal SMEs, substantial numbers
operate informally (National Bureau of Statistics, 2013). The formal SME sector is
dominated by firms in academically-inclined fields like accountancy, law, IT and
communications, and educational establishments. In fact, almost two-thirds of households in
Nigeria run one form of a SME or the other (Wayas 2009, Agwu, 2018). This is for several
reasons; the Nigerian state is not a socialist government and with the government of the day
even unable to provide the basic enabling environment for business and the prosperity and
well-being of the populace, there is a lack of law and regulation associated with starting up a
small business (Adebowale 2011). This view is corroborated by the work of Distinguin, et al
(2016) which pointed out that for a country with weak rule of law (like Nigeria), informal or
unregistered SME can compete with registered or formal SME and adversely affects the later
(Gorondutse and Hilman 2013).

Also, there is an endemic rate of unemployment for all age groups, but especially among the
young and educated, which spurs an enormous self-starting survival instinct in the country
(Ajuwon et al, 2017). Because salaried jobs are few and far between; anybody wanting to
subsist must invent a business for himself and be self-employed. This resulted in a situation
whereby all over Nigeria, informal transactions dominate the economy, especially among
SMEs (Dugguh, 2013).
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Furthermore, for the few who are lucky enough to have a job, low wages, and persistent delay
in payment of wages (civil servants in some Nigerian states are owed salary of up to six
months in arrears) mean that even the employed need another source of income for survival
(Aderemi and Ogwumike 2017, Ayansola, 2017). Another reason for the rise of the informal
SME:s is the ‘no bother syndrome’ in Nigerian society, wherein SME owners do not have to
worry about either the payment of tax from the profits from their business or issues of
standards, quality and compliance from regulatory bodies. With little or no barrier to starting
a business, every Nigerian who needs money can set up stalls on the road side to market
anything they can lay their hands on (Usman 2010). Thus, almost every family starts a
business to make ends meet or augment their meagre income (Umar 2009). The assertions
above are corroborated by a recent article by the Thought Leadership, Economist Intelligence

Unit at Financial Times:

from hair stylist to movie businesses, most of the businesses operating in Nigeria are
micro, small and medium-sized enterprises (SMEs) which act as a source of revenue
and income of most of the nation’s 173m citizens, and are mechanism that enable the
diversification of the economy from crude oil it has been dependent on for for the past
several decades (Green, 2015).
The study identified poor book-keeping and lack of corporate structures, inadequate
infrastructure and technology, stuttering electricity supply, bad roads and difficulty accessing
finance and credit as the bane of SME development in Nigeria. This was also corroborated in

the study of Lawal, et al (2018).

Most Nigerian SMEs are owned and run as family businesses. Hence their capital bases are
low and are mainly in the informal sector. They include roadside food vendors, artisans, petty
traders, opportunistic vendors at road-blocks or badly damaged parts of major roads. Almost
every space in most Nigerian city centres is a mobile supermarket. It is normal to find
informal stalls selling everything imaginable, from food stuffs to everyday accessories like
mobile ’phone accessories, recharge cards, toiletries etc (Olowookere et al 2018). The
concept of SMEs in Nigeria can be seen across all sectors of the economy and broadly
categorised into retail and the service-related sector, according to the National Planning
Commission (NPC, 2009). The retail sector comprises enterprises in sectors such as
manufacturing, agro-allied, Agriculture and building and construction; and enterprises in the

81



service-related sector include IT and communications, education, tourism and leisure, trade

and commerce, transportation, consulting, law, healthcare and financial services.

This study shall focus mainly on the service related sector of the Nigerian economy because
SMEs in Nigeria play a significant role in this sector. Table 3.3 shows details of most of the

businesses that make up the service-related sector of Nigeria’s SMEs.

Enterprises Products and activities

Educational establishments Schools, colleges, continuing education centres, training centres,
vocational skills centres, etc.

ICT Software technology, hardware tech., computer supply and
maintenance, internet service providers, communication

accessories, Mobile phone services.

Tourism and Leisure Hotels, resorts, entertainment, restaurants, recreational services,
arts
Transportation Road and/or water transport, logistics, haulage, storage,

warehousing

Trade and Commerce Wholesale and retail, supermarkets, shops, import and/or export

Others services Consulting, legal, healthcare, financial services

Table 3.3 Industries in the service-related sector in Nigeria

3.8 Small and Medium-sized businesses definition for Nigeria

These industries, along with other sectors, make a huge contribution to both the Nigerian
economy and GDP. For the purpose of this study, samples shall be obtained mainly from the
formal SMEs and, where appropriate, informal ones. In line with practices in the developed
economies, Nigeria with the introduction of the National Policy on Micro, small and medium
scale enterprises (MSMES) have attempted to put in place definition of these terms from the
Nigerian perspectives. The definitions assume a categorization on the basis of assets and the

number of employees as showed in table 3.4 below.
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Size No. of employees | Assets (=N= Million) (land and buildings not
included)

Micro enterprises Fewer than 10 Less than 5 million naira

Small enterprises 10 to49 Between 5 and 49 million naira

Medium enterprises | 50 to 199 Between 50 and 500 million naira

Table 3.4 Definition of Micro, Small and Medium-sized businesses for Nigeria
Source: SMEDAN - Nigerian National Policy on Micro, Small and Medium-sized
Enterprises

3.9. Small and medium-sized business definition for the purpose of this study

Just for the reason of this study, small and medium-sized businesses in Nigeria shall be
defined using the three categories from the table above i.e. the study shall not treat micro
enterprises as a separate category from the small and medium-sized enterprises for the
purpose of simplicity. Hence, small and medium-sized enterprises for the purpose of this
research shall encompass all informal, formal micro, small and medium-sized businesses in

Nigeria.

3.10. SME and entrepreneurship

One of the notable reasons most nations encourage the starting up of small and medium-sized
business is to foster entrepreneurship. There has been a generally acceptable opinion that
SME would be a good training ground for developing young would-be CEOs through
entrepreneurship. Whether that assumption is true is a matter for another debate. However,
there are examples of people like Mike Ashley of Sports Direct and Ken Morrison of the
Morrisons stores who started running small family businesses before turning them into big
multinational stores. Creativity and innovation assists in the process and development of
small business entrepreneurship. For Nigeria, because of the level of poverty and the fact that
successive governments have failed and continue to fail to put structures in place to improve
the welfare of the people, neither in providing basic amenities nor any form of welfare

payments, entrepreneurship has become an ingrained culture, as a necessity for survival.

There is suggestion by some academics that one of the inputs of the small and medium-sized
business to the economy is entrepreneurship, even though there are dissenting voices on the

real value. Entrialgo et al. (2001) use the business background features of age, size, resources
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and competitive strategy to investigate the influence these variables have on
entrepreneurship. The study identified innovation, proactivity and risk-taking as measures of
entrepreneurship. Some authors also deem entrepreneurship as the fundamental feature of all
small businesses (Meutia and Ummi 2017).

In a study comparing the impacts of certain traits and attributes on the performance of SMEs,
in Nigeria, Sola, (2013) pointed out that some standard traits like ability to identify business
opportunities, capability to harness or act on them, opportunism, innovation, pro-activity,
image-setting, restlessness, determined managerial competence, extroversion and strategic
orientation enable entrepreneurship to thrive more than demographic factors influence the

performance of most small-scale entrepreneurs.

3.11 performance measurement (objective/subjective measures)

Measuring the performance or business success is a subject matter that has been argued and
the argument is currently ongoing with some scholars dwelling on financial indicators in
preference to other non-financial factors as a measure of business performance (Popplewell,
2015; Emese, 2018). Also, Ovallo (2016) suggested that for any organization to effectively
measure it performance, it must take into cognizant issues like innovation, marketing,
employee response, quality of management and personal satisfaction among others.
Furthermore, Haber and Reichel (2005) referenced financial and non-financial ways of
measuring performance which complement each other. This research perspective on SMEs
performance therefore includes both financial and non-financial parameters such as
profitability, turnover, increase in market share, sales growth, survival, an increasing number
of branches and outlets just in line with McAdam and Bailie (2002) who associates

performance measurement with strategy.

Just as pointed out in the earlier section, the measure of performance for this study is
approached from the subjective view, i.e using the questionnaire to sample participants view
on whether when comparing any parameters of performance measurement (e.g. Turnover)
they are performing better than their competitors; rather than requesting for copies of the
financial data of the SMEs and comparing results of their turnover. The use of this subjective
method is preferred for this study due to a number of reasons including the lack of a very
reliable data for the geography of study, lack of reliable internet access and reluctance of the
84



participants to divulge their financial matter to an outsider due to perceived cultural inhibition
and for the fear of the tax man as well as security and fraud concern (Adeola 2016; Uwemi et
al. 2016). Also, The use of subjective rather than objective measures of performance as a
valid best practice was also confirmed by the work of Vij and Bedi, (2016) who finds a strong
positive correlation between subjective business performance and objective business

performance and hence a valid justified use of subjective measures of business performance.

3.12 Responses from participants who are Owners and participants who are managers
of the SMES

Given the choice of both the SME owners and managers as respondents, this study is
cognizant of the dilemma of the principal-agent conflict and considered it implications on the
choice of the respondents. The principal-agent dilemma entails how best business owners can
get the employees to act in the owner’s interests rather than their own (Easthope and
Randolph 2016). It would have been possible for the responses from the owners of the SME
to differ substantially from that of a manger where the managers are not part of the
ownership. Analysis of results from data collected confirmed no known pattern of

recognizable difference.

The decision to engage both the owner and managers does not adversely affect the results
from the survey based on responses from both the principal and the agent given the character
of Nigeria and Nigerians as a collectivist society (Hofstede, 2015) where individuals are loyal
to the group they belong to, and in which the group members are looked after by the group in
a close long-term relationship. Commitment is treasured and allegiance is unqualified and
overrides most other societal rules, including employer-employee relationships, recruitment,
and selection, promotion and remuneration, which are all seen through the prism of morality,
as established by the group. It has also been pointed out that owing to the fact that
collectivism negates individualism, a society with a low individualism score shall pursue

more communal interests while individualistic enterprise (Okpara, 2014).

3.13 Issues of Strategic planning complexity and SMEs adoption

Whereas strategic planning has been suggested by management experts as an essential tool
for all business integration and success, some experts are of the opinion that strategic
planning is best suited for large businesses because SMEs lack the necessary resources and

expertise to adequately implement a workable strategic planning life cycle (Robinson and

85



Pearce, 1984). However, some academics suggested that strategic planning helps SMEs cope
and survive during the period of crisis (Sichigea and Vasilescu, 2016; Vargo and Seville,
2011 and Herbane, 2019). Bracker and Pearson (1986) using the components of the strategic
planning process contribute to the relationship between the size of a business and its adopting
of strategic planning by identifying four different levels of planning sophistication: intuitive
planning, structured strategic plan, structured operational plan and unstructured plans. Just
like in this case and previous studies, academics have deduced that small firms are usually
inclined to short term intuitive or unstructured planning due to lack of resources, expertise

and experience as compared to larger firms (Moreno et al, 2010; Strategic direction (2019).

The consensus is that planning sophistication or complexity increases with increases in the
size of the business, and also age with which comes experience (Kesting and Giinzel-Jensen,
2015; Muhammad, 2015). This assumption shall be tested in the result section of this study as

the focus is SMEs among other variables.

Meanwhile, Raymond and St-Pierre (2005) have suggested that irrespective of SMEs
strategy, SMEs do embrace advanced manufacturing system and this form of sophistication
considerably impacts both the operational performance and the business performance

of SMEs, hence, irrespective of the size or age of the business, complex planning helps.

3.14 Summary
This chapter discussed a detailed appraisal of the study geography- Nigeria, its concise
economic condition, the state of SMEs in Nigeria and the challenges and prospects of SMEs
relative to other nations within sub-Saharan Africa and the developed world. Nigeria is
Africa’s most populous country and its largest economy with huge natural resources
including crude oil and large potential human resources with more than half of the estimated
182 million people under the age of 35 years (Mbachu and Alake, 2016).
While SMEs dominate Nigerian business landscape and almost every family runs one form of
SME or the other, it is not without its challenges which were highlighted in the chapter.
SMEs contribution to the Nigeria society transcends economics. While just like other parts of
the world SMEs contribute to the country’s GDP, employment generation, entrepreneurship
experience and per capita income among others (Ramarao, 2012). In Nigeria, SMESs are more
often than not the only means to livelihood for the majority of the populace, but also the only
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source of sustaining the family given the severe unemployment and under-employment,
endemic poverty crisis in the country (Iltemeh, 2015). It is the last resort and for so many the
only hope of making a living. Despite the crucial role SME plays in Nigeria, it is plagued by
myriad of problems ranging from difficulty accessing capital, gross infrastructural deficit
especially lack/inadequate power supply, currency fluctuations, multiple taxation and lack of
enabling policy framework including frequent changes in government policies and processes
(Ibrahim and Shariff, 2016; ).

Despite this problem, Nigeria’s almost monolithic economy due to it over-reliance on Crude
oil, the major export has had a mixed outcome in the past two decades with a consistent
growth at some point in the mid 2014 that made economist world over to project the country
to be on its way to becoming the next country to emerge after the BRIC nation and then a
sudden contraction between 2015 — 2017 due to the abrupt fall in crude prices. The economy
has since rebounds and on the upward trajectory since. There were efforts by successive
governments to bolster SMEs through fund interventions, creation of governmental agencies
and legislation. Evidence from reports available does not suggest that these governmental
interventions had achieved much needed improvements (Mambula, 2002, Dosumu, et al,
2017). Apart from the external challenges outlined earlier, internal issues like poor
management expertise, lack of strategic planning and thinking, poor organizational cultures
are some of the issues that have bedevil Nigerian SMEs.

The next chapter builds on the literature reviewed in Chapter 2 including a review in this
chapter (3), so as to other than being critically aware of the past, current and likely future
state of the subject matter of the research, and study background and related subjects form the
basis of the hypothesis development. It shall be looking to identify how the various factors,
concepts and variables discussed in the preceding two chapters link to each other, and to
assess the point view of past research by reviewing the Country context, and other topics
central to the thesis. These shall then be used to formulate and explain the hypotheses and

subsequently used in drawing the hypotheses map.
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CHAPTER 4

CONNECTION BETWEEN STRATEGIC PLANNING, SME AND PERFORMANCE

— ATHEORETICAL FRAMEWORK
4.0 Introduction
In putting forward a theoretical framework for this research, the independent variable is the
strategic planning practices of Nigerian SMEs, whereas SME performance is the dependent
variable. The underlying ambition of any entrepreneur starting a small or medium-sized
business is to see such a venture subsist, grow and be successful, and strategic planning can
be an effective tool in helping such a small business define its core purpose and values,
direction and course of action it needs to take in preparedness for the future unpredictable and
possibly adverse economic climate. The theoretical framework shall take into consideration
the debate on the subject matter: strategic planning practice/performance relationship, as well
as the various methods, theories, and models which past researchers have adopted. Deductive
reasoning and extant theories, models and research aims and objectives were all drawned on

in formulating the hypothesis map.

4.1 Research objective and question 1

Because the first objective of this study was to conduct a critical review of existing literature
in order to be critically aware of the past, current and likely future state of the subject matter
of research, effort was made to identify how the various factors, concepts and variables link
to each other, and to assess the point view of past research. These have been exhaustively
identified and discussed, mostly in chapter three. Evidence from most available literature
highlighted the interconnection of relationships, such as the level of planning, the structure
and nature of the business and business ownership, the strategic planning process role in the

relationship with business performance (Entrialgo et al., 2001; Ik&valko et al., 2010).

The independent variable (strategic planning) and the dependent variable (performance of the
SME) are in terms of performance indicators of SMEs, which can be both financial and non-
financial, including SMEs’ survival and continued existence. The performance indicators to
be measured in this research as independent variables are profit; turnover (sales); sales
growth, return on investment; the survival of the SME; and increase in market share and more
outlets. These are in line with Lipitakis and Phillips (2016) who suggested that business
performance can be viewed from both a financial and non-financial point of view. To
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ascertain strategic planning practices among SMEs in Nigeria, the survey instrument contain
questions that test indicators of strategic planning activities, such as the setting of mission
statement, goals and objectives as well as the scanning of the environment, strategy

formulation, evaluation, implementation and control processes.

In addition, respondents were presented with options to reveal their planning orientation, i.e.
whether it is intuitive planning (very informal, unwritten and/or spur of the moment
decisions, largely based on whims); short-term planning, long-term planning; structured or
unstructured; and/or whether their planning is tactical or operational. Other variables and
indices this research shall be investigating include:

SMEs’ features: size and age of the SME

SME owners’ features: age and academic qualifications of the SME owner and/or managers

and their gender

Socio-cultural variables impact on strategy: values, beliefs, attitudes, behaviour, norms,
language and religion

Presence or absence of strategic planning
Extent and thoroughness of formal pl