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Abstract

The global financial meltdown is the worst
financial crisiy affecting the world economy after
the Great Depression of 1930% It affected tire
varriows sectors of the economy. Small and mediam
emlerprises are expected to contribute significantly
ter the economy of both developed and developing
countrics. The effectiveness of these enterprises
will depend on the intervention roles of goverament
and international organizations. This exploratory

study investigated organizational effeciiveness of

some selecied Nigerian SMEs during the global
Jinancial meltdown. Data were generated from 266
members of the Nigeria Assoctation of Small Scale
Industrialists operating in Lagos. The response

rette was 34 7% Data were analvzed by means of

deseriptive statistics and Pearson Product Moment
Correlation, The resuflts revealed  sefisfaciory
organizational effectiveness of Nigerian SMEs
despite the global financial melidown. Hence,
Nigerian SMEs can serve as a means of improving
stunduard of living in the globalized emironment.
The need for stimulating, supporting and
sustaining SMEs s sugeested
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Introduction

The global financial meltdown s the worst
financinl crises after the Great Depression of the
1930's, It started in the United States of America in
the full of 2008 and spread rapidly to advanced
cconomies {European Umion), emergimg markels
{(Asian Tigers) and the less developing countrics,
{e.g. Nigenia), Global Financial Meltdown 15 a
global phenomenon that has contributed
significantly to the decline m the various
economics of the world; this is manifested n
failure of key business activities, reduction n
international  commitment, declining  wealth,
inlerest foreign exchange and stock market mdex.
Economic writers and scholars have attributed this
alobal erisis to supreme lending. predatory
lending, deregulation, and merease m leverige
tatio of banks nvestment, Dnancial innovation
and, incorrect pricing of risks, cconomic boon,
collapse of the shadow banking system,
commodity bubble and systemalic erises fo
mention just a few:

Theoretically, small and medium enterprises ore
considered as the building blocks los
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entreprencurship, innevation, economic  growth
and development. Hence, most developing
countries  have adopted  deliberate policy ol
promotmg, sustmming and supporting SMEs as 4
backeround towards reduction of poverty and
unemployment.
prority to  fostenng and developing SMEs.
Suceessive administration over the vears employed
monetary, fiscnl and indusinal measures ot the
macro (in financing ) and micro (capacity ) building
levels o assistin the developmentof SMEs.

The intervention i support of SMEs are usually
provided through support agencies and specialized
mstitutions tesponsible for designing and
inplementing pohey imitanves on SMEs.  These
mstitutions  inelude Federal, State, privae and
international institution that have been in the
vanguard of determining operating environment for
the development of SMEs. SMEs cannot operate
successfully without mteracting with these
AFCNTICS.

Nigeria has accorded highest

Meanwhile, most of these support agencies are
vulnerable 1o global enises which may affect ther
effectiveness and subsequently the performance of
SMEs, For instance, the dwindling povermment
revenue and funds {rom internabional  dono
agencies will affect the multiplier eftect of these
dpencies. This could compound and prolong thie
¢rises m the developing countries and sel back the
fight aizainst poverty ind unemployment.

As against the forepomg background. the paper
seeks o assess organizational effectivencss of
SMEs in the light of recent globul financial
melidown and subsequently provide conclusion
and recommendations for improving
arganizational  effectivencss of SMEs wn the
globahize environment.

The paper s further structured as follows: Section 2
provides the conceptual and theoretical framework.
The methodology is addressed insection 3. Section
4 analyzes the data and discusses the resulls.
Conclusion and poliey recommendations  are
provided in section 3.

Conceptoal Framework

Global fingncial meltdown s anacknowledgement
of globalization, Nwokah ¢l al (2009) provides a
commaon description of the concept as o Anancial
distortion that started at one point (Wall Strect,
LUSA) which gradually but steadily affected all
linancial institutions and economies in the world
negatively. Memillascited in Onolowokan (20008)
provided o myopic view ol the concept by
deseribing global fmancial melidown as the erush
of shares/share price 1o the vanous stock exchange
markets in developing and developed countries

In summary, global financial meltdown can be
deseribed as the collapse of the global financial
system to the extent that money and capital fost
their efficacy in contnbuling 1o economic
development,

Histoncally, the global financial meltdown staried
i USA primarily [rom her mortgage investinent
and auto ndustry (Nwokah et al 2009} Inview of
the position of the USA in the globalized world, it
s imperative that whatever affects the LS
economy mist spread to the developed countries
of the Furope, Asia countries and less developed
countrics.  {Wugglewith, 2008; Global Busmess
2008, and Khan 2008),

Initially, the Mermill Lyneh report mamtamed that
Nigerian economy 1s not as vulnerahle as
ecomomies of Furope, Amenca and Asi which
have much higher levels of global imeracting and
linkage hence will not be affected by the global
fingneial melidown {Onafowoekan 2008). and the
recent development i Nigeria has revealed the
notion as amsplaced wish,

The continuous slide in o1l prices and volume, ligh
ntérest mate, multiple taxation, high costs of
enerey, oredit squeeze, and dwindling overall
market indicated, and downward trend in the share
prices are mamfestations that Nigerian cconomy
shires inthe global finaneal meltdown.

The susceptibility of the Nigenan cconomy to the
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global financial meltidown has been demonstrated
by the development in the Nigeria financial system.
From a pood linancial health of over 66,371
Migenan Stock Exchange-Share Index (NSE ASL
on March 2008, with a capitahzation of N12, 640
trillion, the subsequent performance has shown o
decline. The NSE-ASLas at April 20, 2009 siood at
Just below 20,000 a 69% drop from point of March
204

The banking mdustry, @ major player i this s also
affected by the global financial meltdown: the post-
consolidation of 2005 has exposed the mdustry to
several nsks And In an attempt (o strengthen the
position of the industry the Post-consolidation
banking industry was characternized by attempt o
increase the eapital base through the capital markel.
Rather than embarking on improved  mtemal
management such as sound corporate governance,
human capital development and risk management,
attention was fpeused on inereasmg the number of
outstanding shares that latter crashed in the stock
market (Iwonlah 2008). To worsen the gituntion,
the facilities provided by the mternational banks
reduced considerably,

The global financial meltdown also affected the
revenue base of the government, the continuous
downward movement i both ol prices and value
will subsequently affect the revenues available for
achieving economic development,

The wmphcations of the foregomg are that Nigerian
ceonomy cumat be solated when the world
ceonomy 5 al erises.  Perhaps, the asserbion of
Nwaokah et al (2009) that the magnitude of the effea
of the global financial melidown in Nigeria might
not be ds disastrous as in the developed economics
withdeveloped crodit system

Meanwhile, the dwindling government revenue and
international  financial ards will affect the
mtervention role of SMEs support agencies amd
subsequently the effectiveness ol this sub-sector.

Clinhint Eeamtomsic Meftdown (GEM) and Organtzriionel Effectiveness of Nigerim Small and Mediioen Enterprives (SMEx)

Organizational Effectiveness

Over the past vears, the 1ssue of organizanonal
effectiveness has been a major concern (o
corporate executives and entrepreneurs. As a
result, many rescarchers have successfully
addressed key 1ssues in organizational
elléctiveness, The populanty of orgamzationa)
effectiveness can be attnbuted to a number of
factors; high among these conlrbutony [hotors 15
the fact that contemporary organizations play an
ever-nereasing role i the growth and survival of
any socrety.

The concept of orgamzational cffectivencss
despite ats populanity 1s among the most elusive
and controversial i the organizational theory
literstture,

Orgamzational effectiveness has been defined
differently. Variety of approaches to the defimition
of organizational effectiveness has emerged from
different conceptushzations ol organization.
Cameroon (198 1) identified four main approaches
of defining organizational effectiveness that have
received particular attention 1 the following
models:

Goal Model: This defines effectiveness as the
extent to which an organization accomplishes 1-
goals.

Svstem Resource Model:  This focuses on the
ubility of an organization to oblain  needed
resources,

Process Model: Effectveness is equated with the
internal organizanional health, efficiency or well
oiled internal processes and procedure, Wniters
sucl as ceonomists, who are concerned about 1he
use of scarce resources, judge effectivoness i
terms of how efficiently orgamezationul, use theis
resources (Willnunson and Oucle [985).

Feological or participant  satisfaction  mode!
Effectiveness 15 defined m terms ol degree 1o




which needs and expectations of strategic
constituencies are met by organizations,

It should be noted that there s a growing
requirement for business aperations to offer Value
for Money (VFM) However, the two E"s
{efficiency and effectiveness) do have a part to play
in performance measure of organizations.  Good
management team would argue that they are
nothing but effective and efficient.  Effectiveness
and elficiency are Bamard (1943) metrics of
organizational performance and are always at the
core ol the internal administration's argument. As
nghtly puts by Drucker (1967), efficiency micans,
“dng things nghtly™ and effectiveness means,
“domng the nght thing”. Managers who are able to
minimize costs in achieving goals are rated
efficient and attamnment of desired . goals is
considered as effective.

Wilson und Chau (1993) maintained that
arganizations might be:
Bath elficientand effective.
Meither efficient nor effective.
| Effective but notefficient.
Efficient but not effective.

Although a balance between effectivencss and
efficiency 15 the key to competitiveness today,
However, nio amount of eMciency can make up tor
lack of effectiveness, Drucker (1964) mamtamed
that effcctiveness is the key to organizational
success.  Before focusing on domng  things
efficiently, doing the right thing must be assured.
To demonstrate the relative strength of
effectiveness over cfficiency, Drucker (1967)
pointed out that o concentrate on cfficiency as a
measure of effectiveness could be limitmg and
dangerous. teanresultin:
Doing things rightly rather than doing the
right thing,
Safeguarding resources vather than
optimizing resources utihzation.
| Lowering costs rather than increasing
profit.
| Mimimizing risks rather than maximizing

Gilthal Eooroatic Meitdown (GEM) o Oranizanionod Eifectveness of Murerian Smoll aod Meidims Enferpises (SMEY)

apportunitics.

In recent time, additional dimensions have been
given 1o organizational effectiveness.  Scholurs
like Drucker (1981) who are worned about
cconomic prowth and innovation use the et
records on growth and entrepreneurship to judge
effectveness.  Kreilner {1995} has introdoced a
time dimension m organizational effectivencss o
build a workable defimbon. Consequently,
organizational effectiveness is delined as meeting
otganizational objectives and prevailing sociwetal
expectations n the near future and developing in
the intermediate future and surviving in the near
future

T suaririary, todav's effective orpamizations need to
sirike a penerally acceptable balance betwoen
organizational and societal goals. Therefore, the
study will define effectiveness as the ability 1o
muke profit, grow, survive and adapt to
environmental challenges, This is consistent with
Kwandwalla's (1993), operational defimtion of the
concept of effectiveness.

Criteria for Organizational Effectiveness

The foregoing discussion of orgamizational
effectiveness indicatey the presence of critenon
problem.  Hence, objective compansons are
difficult 1n the absence of criteria acceptable lor
consistent and valued measurement.

Definttions of effectiveness based on goal
accomplishment or productivity are the most
widely used.  Productivity is one of the most
commonly used criteria of effectiveness and to this
end, can be conceived as a component of
organizationil effectiveness. (Gbadamaos 1997]

Traditionally, financial measures assist managers
in making use of financial data deeide on how their
organizations are performing.  Standard indicalors
include profit margin, return on capital empleyed,
current ratto, acid test mtio, gearing raiio,
collection period and stock tumover ratios to
mention just & few. (Joyce and Woods, 2001),

Migerian Acadeany of Momagement Jowrnal 9/
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These financl ratios are usually represented in
figures and charts (0 demonstrate the level of
effectiveness. This canalso be done over five-year
penod und wrgets compared with actual Neares,

I recent s, financial performance indices are
benchmarked 10 evaluate arganization’s position
agamnst compettors.  Benchmarking s the
caomparison ol performance ratios of an
orgamzation. with those of the competitors. It
involves carrying out resesrch and even doing
observations on the performance of rival firms
{Joyorsand Woads, 200H 3,

de Kluyrer (2000) suggested that cost
benchmarking is relevant for comparing a
company’s performance with other companies.
The methodology 15 Barly logical. A company
selects sctivities to be benchimarked, identifies
performance measures and key rivals, then collects
and analyzes costs and performance data.

Meanwhile, Kaplan and Norton (1992) argued that
fimancial ndicators of pedonmance were more
appropriale for the needs of industnial age but
today"s non-financial imdicators of performance are
also needed. Thiss i concert with Tmoisali (1977)
that performumee measures must incorporate both
eeonomic and non-ceonomie (behavioural)
dimensions. The former determines the net result
ol un orgamzation with its environment, The latter
specifies an organization's abilily 1w maintain a
reward system. An organization has to-do well
(eflective) m these twoarcas 11 hopes to adapt win
changing world.

Organizational Elfectiveness m Nigeria SMES;
Historical Perspective

Prolonged ccononme recession oceasioned by the
collapse of the world ml market from early 1980's,
fall i foreign exchange, excessive dependence on
import, dysfunctional social and  cconomic
mitrastructure, persistent fall in capacity utilization
and neglect of agriculture among others have
affected organizational éffectiveness in Nigeria,

particularly small and medium enterprises.

Adedeyl's (1989} studies on financial performance
of quoted companies i Nigera over a period of
I9S0-1987 revealed a dwimdhing organizational
etfectiveness in Nigeria, The study examined three
aspects or orgamzational effectiveness

profitality,  hguidity and financinl nisks or
levernge. Data from 54 compunies drawn from 13
industries mvolved i fnancaal, manufacturing,
commercial and service scolors of the economy
showed that profitabiiny and hgudity of (he
participating companies had deteniortal over the
veurs,  In general, the companies seemed to have
resorted (o the use of more debt to make up
shortcoming earnings. It was further revealed that
participating compamcs appeared o have been
substituting long term with short term/overdraf
and trade credit, thereby shortenmg the maturtics
ol their debt over the study period.

A subsequent study alse confirmed the fall m
organizational effectiveness in Nigerian firms. The
research conducted by Oshoba (1989) on food wid
beverage and metal industries revealed that only
30% of respondents mdicated thar they  had
productivity. About 1% recorded no growth while
mare than half (57%) recorded dwindling
productivity.  In the same view, Munufaeture:s
Association of Nigeria also reported a downward
trend 1o productivity of manufactinng companics
Sumlarly, an ad-hoe study conducted during 1989
indicated that on the average, there waos little vise in
productivity of Nigerian organizations (Enitan asnd
Akinlo 1996).

Abere{ 1998) and CBNNISER and FOS (199%)
study of organizational effectiveness ol he
Nigerian informal sector revealed an improvement
m porformance,, This way attributed o (he
mlormal sector motivition of the operntors whin
seek opportunities with fngh potentinls m the post
reforms environment. Hevond (his is the ingenuits
and mugination of the entreprencurs who were




determned to mike a livelihood i a grossly hostile
economic and socinl environment.

Actually, @ testimony to the creativity and survival
instinet of Nigeria SME's is evidenced by the
findings of CBN/NISER (2{HH) survey whire
averwhelmmgly percentage of responding firms
bright prospect for thew enterprises

An sssessment of ommanizational performance of
some Nigerian SMEs revenled that the trend of
areinizational effectiveness of Nigerian SMEs 1s
encouraging.  Most of the participating firms
reported quite good performance m all dimension
of organizational effectiveness ( Lawal, 2005).

The foregoing findings on organizational
cifectiveness of SME suggest that SME subsector
offers profitable engagement for Nigerians who
lost their johs in the wake of retrenchment and
rutionalization occasioned by the Structural
Adjustment Programme (SAT)

I fact, given the global linancial melidown and the
vilterility of the Nigerian busmess environment
ta this crists, small and medium enterprises may
hikely face threats for survival [t is theretore
important to determine whether these enterprses
will continue to survive the downtam mn the global
UMY,

To address the above issue empincally, it s
necessary o build a propositional foundaticon that
will help to analyze organizstional effectiveness of
Nigerian SMEs i light of the global economic
cises,  [lence, the study is designed to provide
pnswers to the following research quesions:

Are Nigenun SMEs effective in operation

during the post global erises”

Daes the effectivencss cut across the

ditferent industries?

| What are the implications of 1and 1 for the
pohey mikers,

Ginhal Ecomomic Melidowit (GEMY and Ovganizational Effectivencss of Nigerian Small armd Mudium Enterprises (SMEs)

Research Methodology

Dats were collected by surveying small and
medium  enterprises in Lagos State. A
questionnaire measurnng orgamzational
effectiveness was personally admimistered 1o
sminll and mediom enterprises.

Participating SMEs were members of Nigenan
Association of Small Scale Industnalists (NASSI)
and membership of this associabion culs across
different industries such as manufacturng, agro-
allicd, chemicals and services o mention just a
lew.

Population and Sampling Plan: As al December
2009, approximately 268 SMEs representung, the
population of interest were registered with NASSE
The scll~administered questionnaires were
administered 1o these SMEs spread over Lagos
Shate,

A tota) number of’ 93 copies of the questionmare
were returned and properly filled and
subsequently used for the analysis.

Measures: For demographic variables,
respondents were asked to indicate age, tenure,
educational level, iribe, marital status, cle.
Organtzational  effectiveness was  subjectively
measured by means of a scale adapted from
K handwalla (1995). Respondents were requested
to rate performance to therr firms during the last
twi vears relative to competitors on a scale
ranging from 1 (low) 1o 5 (high) performances.
The effectiveness criteria used nclude growth,
sale, and financial strength, operating efficiency,
performance stability, public image, stall morale,
adaptability, innovativencss and social impact
level of debt, costomer’s patronage and ability 1o
ratse required capital.  The realibihity co-efficient
wis 0.76.  In addition, the instrument was
administered on  management  experts,  their
comments and suggestions were incorporated o
the final version of the instrument.

Negerian Acodemy of Management Jowrnal Y1
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To derive uselul meaning descriptive statistics and
Produer Moment correlation test were used. Diata
processing and analyses were carried out with the
ad of computer using Stanstical Packages for
Socitl Sviences (SPSS) Al the unalyses were
conducted using 93% level of confidence.

Pata Analysis

g generamted were analyzed at a single level.
The mdwidual responses of SME operators on
thimensions of organizational effectiveness were
used to constitute organtzational analysis.

Demographic Prolile of Respondents:  The
charactenistics of participating  respondents 0
terms ol the bographical data and organizationa!
characteristies are presented in Tuble Hand 1. The
profile 1s presented for two reasons,  Furst, 1o
provide the backeground nformation of the
respondents who Nlled the questiwonnaire and
reven| the features of the participating firms.

The demographic profile and descriptive statistics
093 participating respondents representing small
and medium enterprises operators are presented in
Table 1.

Table 1: Classification of Respondents' Background Data:
N =93 SME Operators

SN | Respondents’ Backgroumd Data Hespondents | Percent
|| Gender |
' Male o8 73.1
I Female - 25 6.4
Marital
Shatus
Single | 24 2548
PrivorcedSeparmed Widowed 1 1.1
| Marmed (i 731
Ape:
15-19 . z 22
2024 y 9.7
— |89 _ 16 72|
Ai-44 | 15 6.1
35-40 18 144
40344 24 b 1]
=D s 54|
S} pnd-aberve 2 o
Eihnic
Group: s —.
HALSA | 1.1
Igho 4 15.1
Y v T ]
Othets ! 7.5
- Educational qualifications: M| e
- Mone |2 23
Pramary 1 1.1
Secondary I7 18.3
WOONIVHSC/GRA AL 21 16
1" Begree Holder 27 290
Profesional Certificate i 32
Musier Degree 1] 9.7
I* Degree snd Prolessional 13 14.0

Sowprce: Fiek! Survey
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Individual Characteristics: Participating
respondents consisted of indnaduals with ape range
200 - fyid years, Mean 36 years: most respondents thit
15 96 8%  had st Jeast post promary education. The
group 73 [ Yemaleand 26.9%  female with 25.8%
T3, 1% married and
divorced/widpwed/separated Majority of
respondems were ol Yoruba origin: 76,.3%. lubo
F5 1%, Housa 1, 1%

single.,

gl others7.5%,

Organisational Characteristics: The arcas of
detivitios of responding Grms are cateeorired i
11, All the industry groups were [urly represenied
some of the sampled Brms were manubfactunng,
electronics, health care serviees and financial
services uperihng 1 Lagos, These firms Had
stall strength mnging from 5-200 with mean of |4

The age of participating {irms range between 53-20
MEnrs The mean apge of existénee was
approximately 10 vears

Table 2: Classification Data ol Responding Nigerian

(SMES N 93)
Organizational | Freqencey Percent
_characterisitics | _ .
Manufacturing | 8 8.6
Elecironincs 1n 1.1
Agro allied 3 3:2
Waood making 7 7.5
Leather and footwear 2 2.2
Cilass and ceramics 7 7.5
Fowds and drinks 4 4.3
Furniture work 1 1.1
Nylon production 5 54
Textile 5 54
Chemical 7 1.5
Wholesale and retail 6 6.5
Professional services 1 1.1
Education (i} 6.5
Healtheare 11 11.8
Financial services 9 9.7
Others 1 1.1

Sererreiet Fle ke Suesia

Orrganisational Effectivencess of Nigerian Small
And Medium Enterprises Since the Global
Financial Meltdown

Performance appraisal of Nigenan small and
medium enterprises was undertaken by reguesting
responding frms o subjeclvely evaluate ther

ellectiveness relative to competitors durmg the
past 2 years on @ scale rangmg from 1 (low) 1o 5
(high).

The desenptive statistics ol orgamzational
eifectiveness of responding firms are presented
in Table 4 Below
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Table 4: Organizational Effectiveness of Participating Firms (N = 93)

SIN Effectiveness Criteria Mean S.D
1. Profitability 3.48 1 1.06
2 Growth Rate [3.44 0.9%
3 IFinancial Strength 3.42 0.9 8
4. Operating Efficiency | 3.56 1 1.03
5. | Performance Stability 1.61 0.93
6 Public Image 377 1.04
[ 7. Staff Morale | 3.46 0.97
8. Adaptability T3.41 0.91
9. Innovativeness 348 1.05
10. Social Impact : 1324 1113
il | Level of Debt | 2.85 .25
12. Customer Patronage 3n 1.06
13, | Ability to raise capital 3.12 1.14

Sourve: Fleld Survey

Table 4 above reveals satisfactory performance of
participating  firms. This is an indication  that
despite the plobal fimancial melidown, Nigeran
small and medinm enterpnses sull demongtrate a
quite encouraging performance o oall the
dimensions of orgamzational effectiveness excepl
levelof debt

Pattern of Organizational Effectiveness of
Migerian Small And Mediom Enterprises
During the Global Economic Meltdown

The pattern of organization ecffectiveness of
paricipating firms was determined by analyvzmg
the lercorrelations aong all the measures of
organizational cffeciveness and  orpamzational
characteristics. The zero-oder correlation  Tor

partcipating firms are presented in Table § below

I'he results of analvsis produce lgh correlatons
among oll the measures of orgunizational
effectiveness, Inaddition, number employees were
siemficanmly related  to fmaneal  strenpth,
operating efficiency, performance stability and
customer patronage. The age of the organization
was sigmficantly related o finnneal strength,
performance stability. public image and
innovativeness,
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Conclusions and Recommendations

Change 15 mevitable; ups and downs are the basie
matre of any mdividual, orgamization and SOCICTY:
lhe global meldown 15 a transition event in the
history of the global envitonment, Twa vears into
the era of the economic melidown the impact 15 felt
on differcnt facets of the ceonomy as well on the
performance of the vanous tiers o the government.
The dwindling government revenue and frreien
diregt myvestment affected planning and provision
of public infrastructure adversély

Small and medium enterprises all over world play
findamental roles i the growth and developmeni
ot the economy. The effectiveness in performing
these roles depends o some extent on the
miervention of povernment  and  international
organizatrons in - stimulating, supperiing  and
sustiming entreprencurship development in this
sub-sector. Meanwhile, the capirical findings of
this study revealed satisfactory performance of
participating SMEs durmg the global cconomic
meltdown, The policy lesson is that despite the
global crises SMEs can still serve as avenue for
tmproving the stundard of iving of the society,

Frnully. it is recommended that government shauld
look nward, particularly in encouraging
entreprencurship development in Nigerian small
and medium enterprises. This can be achieved
through government partnership, capacity building
and adegquate funding i the light of challenges of
global environmen

Nevertheless, the results of this exploritory stundy
must be interpreted with carce. 1t has imiatons tha
st benoted. Henee, the following suggestions for
luture studies deserve some comments

. The concept ol organizationnl
elfectiveness was measuted by requesting
respondents to use their value judgment on

the concept. A more abjective assessimemnt

m

of effectivendss i.e. hard ficasure of
effectivencss is sugpested.

In addition, the samples were drivwn from
Lagos. this did hmat the generalizitions of
findings. Hence: it would be desirable (o
enlarge the samples by extending the
study to SMEs across the entire
lederation.
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