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Introduction 
uman capital refers to the processes that relate to 

training, education and other professional initiatives in 

order to increase the levels of knowledge, skills, 

abilities, values and social assets of an employee which will lead 

to the employee’s satisfaction and performance (Ukenna et al., 

2010). Wright, Coff and Moliterno (2014) stated that human 

capital is an important input for organizations especially for 

employees’ continuous improvement mainly on knowledge, 

skills and abilities. It is the knowledge, skills, competencies and 

attributes embodied in individuals that facilitate the creation of 

personal, social and economic well-being. In the same vein, 

Subramaniam and Youndt (2005) refers to human capital as all 

the knowledge, posses by the employees, which include their 

individual values and attitudes, experiences and know-how. 

Human capital is the capital that resides in the members of the 

organization and generates value to the company. 
 Human capital represents the personal investment people 

make to develop themselves that results in positive 

contributions to the economic development of the nation and 

organizational productivity (Ogunyomi and Bruning, 2015). In 

order to be competitive and adaptable to the volatile business 
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environment, firms desire certain qualities of human capital  (Jordan, Gonzalez, Loureiro, 

2013). According to Cania, 2014; Genc, 2014) the workforce requires human capital to be 

creative, bright and skilful, experts in their roles and functions as well as contributor of 

new ideas and knowledge. In the same view, Al-Azzam et al. (2016) posit that most 

organizations, if not all, have realized the need for the best talent to drive and sustain 

optimal levels of success in a hypercompetitive and complicated economic markets.  

Knowledgeable employees possessing high problem-solving skills are crucial in making 

effective decision especially for firms involved in advanced technology (Ugheoke, Isa and 

Noor, 2014). As noted by Hsu and Wang (2012), as employees gather specific information, 

skills and knowledge, these will improve the efficiency and effectiveness in 

communication, hence lessen the mistakes in decision-making and result in enhanced 

affects SMEs’ innovativeness.The population of this study consisted of all registered 

SMEs in the South West, Nigeria. The numbers of registered SMEs in South West, Nigeria 

were based on the official statistical sources of SMEDAN. Structured questionnaire in 

form of drop-and-pick later were administered to a sample of 373 targeted SMEs. Data 

were analyzed using both descriptive (frequencies, tables, weighted mean score and 

percentages) and inferential (Linear regression model) statistics. Results of analysis 

revealed that majority (71.3%) of the respondents were male, married (86.9%) and had 

HND/B.A/B.ED/B.Sc (67.8%) and worked in services provider industries (53.1%). The linear 

regression analysis indicated that human capital (p<0.05) is significant determinant of 

SMEs innovativeness in Southwestern Nigeria. Therefore, it is recommended that human 

capital such as competence, cooperation among employees must be considered as 

measures of employees’ skills which will help managers make decisions and take actions 

assigning tasks to employees that are designed to implement the firm’s strategy. There 

is need for managers to leverage on the firm’s human capital in order to engage the 

organizational capabilities in ways that are designed to implement the firm’s strategy. 

There is also adequate need for effective strategy implementation which involves 

understanding the essential employee role behaviours needed for implementation and 

then designing or adopting management practices that can be used to shape a firm’s 

human capital and its repertoire include methods for attracting, selecting, developing, 

motivating and retaining talent that create value for the firm’s customers and thereby 

create a competitive advantage. 
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quality and high-firm performance. In a related study Ahmed, Fiaz and Shoaih (2015) state 

that knowledge acquisition, conversion, application and protection are crucial for 

organizational performance. 

Many studies (Ogbo, Ezeobi and Ituma, 2013) agree that knowledge sharing is crucial to 

advance innovation capability (Pai and Chang, 2013). In line with this agreement, the 

willingness of employees to contribute and exchange knowledge within groups and 

organizations may yield more new ideas and new business opportunities hence promote 

innovation (Ahmed, Fiaz and Shocub, 2015). Hence, tacit knowledge makes it difficult for 

competitors to learn and imitate new knowledge development (Nonaka, Kodana, Hirise 

and Kohlbacher, 2014). Knowledge capability becomes unique, rare, and difficult for 

competitors to duplicate and thus, leads to sustained high level of innovation capability 

(Supeno, Sudharma, Aisjah and Laksmana, 2015) that is so efficient it becomes a source of 

advantage or firm capability that other people cannot replicate (Genc, 2014).  

Several scholars have conducted researches on human capital as one of constructs of 

strategic management practices among SMEs in Nigeria (Orugun, Nafiu & Aduku, 2017; 

Babalola & Taiwo (2016); Obasan, Shobayo & Amaghiony, 2016; Ugheoke, Isa & Noor, 

2014). However, there is still limited understanding of human capital in the context of 

SMEs in South West, Nigeria. This study will provide answers to the following research 

questions: 

 

Research Questions 
The following research questions formed the focus of this study: 
(i). What are the demographic characteristics of rural women in the study area?; 
(ii). To what extent does human capital affect SMEs innovativeness? 
 
Objectives of the study 
The main objective of the study is to examine the impact of human capital on the 
performance (innovativeness) of SMEs in South Western, Nigeria. The specific objectives 
are to: 
(i). examine the demographic characteristics of respondents in the study area. 
(ii). determine the extent to which human capital affects SMEs’ innovativeness. 
 
Research Hypotheses 
The following hypothesis was formulated for the research: 
H01: Human capital does not significantly affect SMEs innovativeness. 
 

METHODOLOGY  

Study Area  

The study was conducted in South-Western part of Nigeria. The geographical scope of this 

study covers SMEs in South-Western, Nigeria of Lagos, Ogun, Oyo, Osun, Ondo and Ekiti 
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States. The reason for the choice is that those states account for the largest concentration 

of SMEs in the study area. As at 2013, the total number of MSMEs in Nigeria stood at 

37,067,416 (Micro 36,994,578; Small 68,168 and Medium 4,670 (SMEDAN Report, 2013). 

States in the South West, Nigeria had Small - 25,157 (35.43%) and Medium - 1,587 (33.98%).  

 

Population of the Study 

The population of this study consisted of all registered SMEs in the South West, Nigeria. 

The numbers of registered SMEs in South West, Nigeria were based on the official 

statistical sources of SMEDAN. 

 

Population, Sample frame and Sampling Techniques 

Population of the Study 

The population of this study consisted of all registered SMEs in the South West, Nigeria. 

The numbers of registered SMEs in South West, Nigeria were based on the official 

statistical sources of SMEDAN. 

          Small Enterprises Medium Enterprises 

 Osun      2,995      12 

 Ondo      2,324      39 

 Ekiti         926        2 

 Oyo      6,039      92 

 Ogun      2,394      71 

 Lagos      8,042    354  

 Total    22,720              570 

Source: SMEDAN and NBS Collaborative Survey: (SMEDAN, 2017) 

 

Owners / managers of the SMEs who were the respondents of the study and are the target 

population. Owners / managers of the selected SMEs were considered appropriate for 

this study. The population considered consisted of all SMEs located in the South-Western, 

Nigeria, which have their business activities in one of the manufacturing and services 

sectors. 

 

Sampling Frame 

The sampling frame for this study was list of all available SMEs in the South West, Nigeria. 

The sampling frame was based on two (2) main characteristics as follows: 

(i) Type of industry; and  

(ii) Number of employees. 

Industry type was considered an important factor because more meaningful data could 

be collected through focusing on a mix of SMEs from different backgrounds. For example, 
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issues and activities that a manufacturing enterprise addressed were different from those 

embarked upon by the service sector. Using the number of employees ensured that the 

respondents SMEs have adequate size to provide useful insights into the research 

problem. 

 

Sample Size 

The study population was 5585 which is less than 10,000 and the required sample shall be 

small (Mugenda and Mugenda, 2003). In such a case, a final sample estimate (nf) was 

calculated using the formula recommended by Yamane (1967). The sample size for this 

study was 373. 

 

A. Industry    Total  Sample     Percentage (%) 

 Manufacturing    1,901  246  

 34.04 

 Services    3,684  127  

 65.96 

 Total     5,585  373  

 100 

B. Size      Total  Sample     Percentage (%) 

 Small (10-49 Employees)   25,157  705    94 

Medium (50-199 Employees)    1,587    45      6 

Total     26,744  750  

 100 

Source: SMEDAN and National Bureau of Statistics Collaborative Survey: (SMEDAN, 2013) 

 

Research Instrument and Data Collection 

Structured questionnaire in form of drop-and-pick later were administered to a sample of 

373 targeted SMEs respondents who were owners / managers (CEOs) of their 

organizations. Data collection was in two (2) phases. In the first phase, a pilot study 

(validity and reliability test) was conducted after which the questionnaires were 

administered. Ten (10) SMEs were selected randomly from SMEs database to perform the 

pilot study. Based on their responses and subsequent interviews with the participants in 

the pretest, necessary modifications were made to the questionnaire for the next phase 

of data collection. The ten (10) firms who participated in the pilot study were included in 

the final sample. The questionnaire covered information on socio-demographic profile of 

the respondents, the characteristics of SMEs and strategy implementation drivers that 

impact on SMEs performance. Validity and Reliability are two important measures used to 
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determine the quality and usefulness of the data collected and the goodness of the study 

instrument. 

 

Research Design 

The basis for data collection, measurement and analysis for this study was a quantitative 
approach using field survey to establish the relationship between human capital as one of 
the basic components of strategic planning implementation and the business 
performance of SMEs. The respondents were mainly owners - managers (CEOs) of the 
selected SMEs in the South-Western Nigeria who answered all items in the questionnaire 
using a five-point Likert scales ranging from 5 (Strongly Agreed) to 1 (Strongly Disagreed). 
Also, elements used for the consideration of each of the variables were primarily obtained 
from previous research studies of similar topics. These elements provided a veritable 
sources of data gathering and measurement as their reliability and validity have been 
verified through previous research and peer reviews. Strategy implementation and its 
corresponding items (strategic leadership, human capital, organizational capital and 
social capital) were adapted from the measures developed and tested by Subramanian & 
Youndt (2005). SMEs performance was adapted from Paolo, Flavio & Luca (2010); 
Golmoradi and Ardabili (2016). 
SMEs performance was operationalised using items from previous research (O’Regan et 

al., 2008; Kaplan and Norton, 1992; Cross and Lynch, 1992) through which respondents 

related their firms’ performance relative to others in the industry. Both financial and non-

financial measures of performance has been previously employed in literature to analyze 

SMEs performance. However, the objective data on the performance of these enterprises 

are rarely accessible and available and also because the owners / managers are not legally 

required to publish these data (Lubatkin et al., 2006). Hence, SMEs owners/managers 

perception was relied upon. This approach was adopted because it was generally believed 

that SMEs owners / managers who occupy senior management positions were in a better 

position and more knowledgeable to provide information about their firms’ performance. 

Studies by Cross and Lynch (1992) provided evidence to suggest that owner/CEO self-

reports of performance significantly correlate with objective measures of firm 

performance. 

 
Data Analysis 
The research data were statistically analyzed by means of the Statistical Package for Social 

Science (SPSS version 22). The data analyses involved both descriptive (frequencies, 

tables, weighted mean score and percentages) and inferential (Linear regression model) 

statistics. Descriptive statistics were utilized in the current research to analyze the 

demographic data. Moreover, inferential statistic was employed to test the hypothesis 

formulated for the study. 
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RESULT AND DISCUSSION 
Demographic Characteristics of Respondents 
The distribution of respondents by demographic characteristics as shown in Table 1 
reveals that 71.3 percent of the respondents were male while 28.7 percent of the 
respondents were females. Majority (86.9%) of the respondents were married, 11.8 
percent were still single, 1.1 percent were divorced while only 0.3 percent of the 
respondents were widowed. It was also observed that 67.8 percent of the respondents 
had HND/B.A/B.ED/B.Sc, 23.9 percent had M.Sc and above, 7.0 percent had ND/NCE while 
only 1.3 percent had SSCE as the highest educational qualification. Moreover, 53.1 percent 
of the respondents worked in services provider industries while 46.9 percent of the 
respondents worked in production/manufacturing industries. 
 
Table 1: Distribution of respondents by Demographic Characteristics (n = 373) 

Demographic Characteristics Frequency  Percentage  

Sex   

Male  266 71.3 

Female  107 28.7 

Marital status   

Single  44 11.8 

Married  324 86.9 

Divorced  4 1.1 

Widowed  1 0.3 

Highest educational qualification   

SSCE 5 1.3 

ND/NCE 26 7.0 

HND/B.A/B.ED/B.SC 253 67.8 

M.SC and above  89 23.9 

Type of industry      

Manufacturing  175 46.9 

Services  198 53.1 

Source: Survey (2020) 
 
Extent to which human capital affects SMEs’ innovativeness 
Table 2 shows the distribution of respondents by effects of intellectual/human capital on 
SME’s innovativeness. Based on the result in the table 2, the belief that most of the 
employees are highly skilled was ranked highest among the effects of human capital on 
SME’S innovativeness with a Weighted mean score (WMS) of 4.70. Others in the rank 
order include the fact that employees are experts in their particular jobs and functions 
(WMS = 4.55), employees undergo training, seminars, workshops regularly (WMS = 4.54), 
employees are motivated to share new ideas (WMS = 4.45), employees are creative and 
bright (WMS = 4.44), employees are widely considered the best in our industry (WMS = 
4.42), employees develop new ideas and knowledge (WMS = 4.40), employees are aware 
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of the plans which need to be (WMS = 4.40) and Employees skills are upgraded through 
acquisition of academic and professional qualification (WMS = 4.34). 
It must be mentioned that the mean score of the effect of human capital on SME’S 
innovativeness was found to be above average which indicates that intellectual/human 
capital is a prerequisite factor for SMEs’ innovativeness. This implies that each individual 
had some element of leadership trait which could help boost organizational 
innovativeness when they are well managed. The finding from this study agrees with 
some researchers (Orugun and Aduku, 2017) which shows that intellectual capital (human 
capital) plays a pivotal role in the pursuit and achievement of organizational performance 
and that the synergy among the three dimensions of intellectual capital is instrumental to 
this organizational performance. Similarly, Alzuod, Isa and Othman (2017) showed that 
dimensions of intellectual capital (human capital and customer capital) were found 
positively and significantly related to innovative performance. Also, Omerzel and Jurdana 
(2016) assert that the innovative capability of an organization depends on the intellectual 
capital (human capital) it possesses. 
 
Table 2: Distribution of Respondents by extent to which human capital affects SMEs’ 
 innovativeness 

Intellectual Capital (Human Capital) WMS Rank 

Our employees are highly skilled 4.70 1st 

Our employees are widely considered the best in our industry 4.42 6th 

Our employees are creative and bright  4.44 5th 

Our employees are experts in their particular jobs and functions  4.55 2nd 

Our employees develop new ideas and knowledge  4.40 7th 

Our employees undergo training, seminars, workshops regularly 4.54 3rd 

Employees skills are upgraded through acquisition of academic and 
professional qualification  

4.34 9th 

Our employees are motivated to share new ideas 4.45 4th 

Most of our employees are aware of the plans which need to be 
implemented 

4.40 7th 

WMS = Weighted Mean Score 
Source: Survey (2020) 
 
Influence of Human capital on SMEs innovativeness 
Table 3 presents the result of linear regression analysis showing the relationship between 
human capital and SMEs innovativeness. It was revealed that human capital index (B = 
0.277; T = 13.306) was positive and significantly related to SMEs’ innovativeness. The 
relationship was positive which implies that any unit increase in the predictor variable will 
bring about an equivalent increase in the SMEs innovativeness. This development 
indicates the significant of human capital in determining SMEs innovativeness in any 
organization. The relationship was significant at 1% level. The F statistics for the 
relationship was found to be 177.049 while the R2 was found to be 0.323 (32.3%). The R2 
value in this relationship indicates that human capital in this study accounted for 32.3% 
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increase in the SMEs innovativeness. Since the relationship was significant, the null 
hypothesis is rejected while alternative hypothesis is accepted. This finding agrees with 
that of Alzuod, Isa and Othman (2017) which investigated the role of moderating effect of 
entrepreneurial orientation (EO) in relationship between intellectual capital and 
innovation performance among Jordanian small and medium-sized enterprises (SMEs) 
and showed that dimensions of intellectual capital (human capital and customer capital) 
were found positively and significantly related to innovative performance. However, it is 
contrary to that of some researchers (Costa, Dorrego and Jardon, 2013) who claimed that 
human capital does not have a significant and positive relationship with product 
innovation performance in Portuguese innovation SMEs. Moreover, the results also 
indicate that commitment to the product innovation process stands out as the only 
human capital factor that significantly affects product innovation performance.  
 
Table 3: Result of linear regression analysis showing the relationship between Human 
 capital and SMEs innovativeness  

Variable B- value (Coeff.) Std. Error T-value Sig. 

Constant 6.679 0.842 7.928  

Human capital 0.277 0.021 13.306*** 0.000 

***Significant at 1%; F statistics = 177.049; R2 = 0.323 (32.3%) 
Source: Survey (2020) 
 
CONCLUSION AND RECOMMENDATIONS 
Majority (71.3%) of the respondents were male, married (86.9%) and had 
HND/B.A/B.ED/B.Sc (67.8%) and worked in services provider industries (53.1%). The linear 
regression analysis indicated that human capital (p<0.05) is significant determinant of 
SMEs innovativeness in Southwestern Nigeria. Therefore, it is recommended that human 
capital such as competence, cooperation among employees must be considered as 
measures of employees’ skills which will help managers make decisions and take actions 
assigning tasks to employees that are designed to implement the firm’s strategy. There is 
need for managers to leverage on the firm’s human capital in order to engage the 
organizational capabilities in ways that are designed to implement the firm’s strategy. 
There is also adequate need for effective strategy implementation which involves 
understanding the essential employee role behaviours needed for implementation and 
then designing or adopting management practices that can be used to shape a firm’s 
human capital and its repertoire include methods for attracting, selecting, developing, 
motivating and retaining talent that create value for the firm’s customers and thereby 
create a competitive advantage. 
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