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Abstract: In Developing countries like Nigeria, it has been 

observed that more than 80 percent of the startups died at their 

infancy, while the older SMEs suddenly folded up. This is despite 

various policies adopted by the Federal Government through the 

Central bank of Nigeria to encourage the sustainable growth of 

the SMEs by ensuring grants are extended to them and through 

extension of soft loans to the sector at less than one digit interest 

rate. This inclusive of other favorable incentives targeted to grow 

the sector. 

The paper will critically analyze various management styles 

applied by the operators of the SMEs, again will examine how 

effective and efficient they are in enhancing the management of 

the SMEs, furthermore pointing out the advantages accruing 

exclusively to those enterprises that apply management 

principles. The impediments that prevent the operators of SMEs 

from not applying the management principles are also analyzed 

and solutions to remove the bottlenecks are proffered. 

I. INTRODUCTION 

hey are however many researches who have focused  on 

determining the importance of applying management 

principles in the running of Small and Medium Scale 

Enterprises (SMEs),  this entails examining various theories 

of management. Emphatically stated, Yasin Olum (2004) 

stated three reasons for studying management theories: 

theories provide a stable focus for understanding what we 

experience, theories enable us to communicate efficiently and 

thus move into more and more complex relationship with 

other people and thirdly theories make it possible indeed, 

challenge us – to keep learning about our world. Therefore, it 

becomes necessary to examine the various management 

theories critically and analyze their importance, effect and 

impact on the management of SMEs. The management 

theories took their roots from three well known approaches to 

management: classical approach, behavioral approach, and 

management science approach. 

a. Definition of management:  

The definitions of management were derived from various 

management theories. Donnelly et al define management as 

process undertaken by one or two or more individual to 

coordinate activities in order to achieve results not possible by 

one individual acting alone. The emphasis here is team work. 

However Henri Fayol (1841-1925) enunciated that 

management “to mention of manage is to forecast and to plan, 

to organize, to command, to co-ordinate and to control” this to 

be the six central functions of management.  However, 

Christain Deslandes looks at management a “a vulnerable 

force, under pressure to achieve results and endured with 

triple power of constraints, imitation, and imagination, 

operating in subjective, interpersonal, institutional and 

environmental levels. Ajugwe CA (2016) summarizes 

management as a process by which managers motivate others 

in organizations in  more controlled, coordinated and planned 

set up to achieve certain specific objectives by using the 

necessary inputs such as human resources, financial and 

physical to increase productivity in enterprise and to realize 

the organizational goals. 

One can deduce that management is a process that involves a 

planned and a coordinated team work directed to achieve 

stated objectives. The aim of the management is to add value 

by increasing productivity. In the case of profit orientated 

organization, increase in productivity can be quantified 

through profitability of the firm while non-profitable; this may 

be through satisfaction of the core stakeholders. Management 

principles are applicable both in a small, micro, and medium 

and large organizations, however, the larger organization 

apply mostly strategic managements as the key to piloting the 

affairs of their organization while SMEs apply lesser strategic 

planning. Nevertheless, Cliff et al (1987) defined strategy as 

the match an organization makes between its own resources 

and the threat it appears or risks and the opportunities created 

by the external environment in which it appears.  

1.  Classical Approach: 

 The theory emphasizes how to increase both efficiency, and 

productivity in organizational set up.  Three core management 

principles were involved; they are planning, organizing and 

controlling. However, Fayol increased it to by adding 

commanding and coordinating. The classical theorists claimed 

if the three principles are apply in the organization it will lead 

to efficiency and increase in productivity.  

2. Behavioral Approach:  

The behavioral approach was formulated by Mayo, that was 

consequent uponsome of thedeficiencies of the Classical 

Approach because its inability to enhance productivity in a 

work place. The approach place more emphasis on team work, 

group dynamism and social system. The theories are 

T 
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borrowed from the body of sociology, anthropology, 

psychology and other behavioral theories with the aim of 

assisting managers to understand human behaviors 

inorganizations. The emphasis is on team work and 

motivation of the workers.  These involved the Hierarchy of 

Needs which was promulgated by Professor Abraham Maslow 

which emphasized the satisfaction of the lower needs such as 

hunger, housing, safety –security, air before attending higher 

ones such as self-actualization and self-fulfillment. 

But it was Douglas that formulated theories X and Y, the 

theory X assumes that man are natural laze and avoid works 

and only works if he is threatens or motivated while theory Y 

stipulates that if the environments is right work is natural and 

worker‟s needs, is effectivemotivations. 

3. Management Science/ quantitative  Approach  

The management approach applied mathematics and statistics 

to solve management problems. Its emphasis is on using 

scientific theories in solving management problems rather 

than behavioral of classical approach. It should be noted that 

emergence of computer science has helped to no small 

measure in applying the scientific method to complex 

situation. The approach gives a quantitative basis for decision- 

making and considers management as mathematical models 

and processes and management as a system of logical 

processes. The school of thought is regarded as “Operation 

Research”. This approach was introduced by Fredrick Tailor. 

The kernel of his theory is breaking up of complex workload 

into small units and subsets and ensuring the optimization of 

each subset for overall increase in productivity and efficiency.  

The critical advantage according to Ajugwe, A.C (2016) the 

scientific method replaced the rule of thumb which hinders 

productivity, this leads to standardization, specification and 

measurement of task. The approach ushers in measurement of 

individual contribution into the organization and made it 

possible for the introduction of appraisal method used to 

measure the contribution of each worker in the organization. It 

also leads to the development oforderly thinking among the 

managers. 

4. The System Approach:  

The main thrust of the system approach is to view 

anorganization as a unified unit whole, with the assumption 

that if one of the parts is not efficient the whole organization 

will be affected. In fact, an organization is an interrelated 

parts working together to achieve a common goal.  The 

nucleus of the system approach is that system is composed of 

related and dependent elements which, when in interaction, 

form a unitary whole. Therefore is combination of different 

parts forming a complex whole. However,a system never 

exists in vacuum but receives information, energy and 

materials from other system as inputs which it transforms and 

gives it out as output to other systems. The success ofone 

system leads to the success of the other system and vice versa. 

Therefore, what actual maters in the system approach is total 

effectiveness of the entire system rather than sub system. This 

approach was given credence by Donnelly et.al (1987) “one of 

the merits of the system approach is that managers in using 

system approach in solving problems must view the 

organization as dynamic whole and must try to anticipate the 

intended and as well as untended impacts of their decisions.  

The contributors of the system approach include Ludwing 

Von Bertalanffhy, Lawrence J Henderson, etc. 

Emphatically put the approach helps the managers not only to 

view the organizations asintegrated units but to achieve 

positive coordination among various sections of the 

organization. Therefore, one of the merits of the theory is that 

it enables the managers to view organization from 

broaderperceptive thereby focusing on the interrelation 

between differentsegments of the organizations.The draw 

back for this system approach as noted by the critique is that it 

cannot be easily applied to a complex and large organizations 

and does not provides any tool or technique for such 

managers.  

5. Contingency Approach. 

The theory advocates that there is no single method in solving 

problems in work situations. The approach posited that the 

management principle that may be defective in one situation 

may be effective in another situation. Managers must know 

and adopt the particular principle that suites different 

situations in an organization. In other words, there is no best 

management principle; it depends on the work situation and 

the problem in the organizations. However, it is recognized in 

contingency theory that the behavior of one sub-unit is 

dependent on its environment and the relationship with other 

units or sub units that have some control over the sequences 

desired by that sub-unit. Therefore, the main determinant of 

the managerial choice is the external environment which in 

turn determines his ability to take the right management style.   

It must be mentioned that there are other management theories 

that emanated from contingency approach: such as Chaos 

Theory, Team Building Theory, Modern Quality 

Management, and QuantitativeTheory etc. The ingenuity of 

the manager in these theories will determine which one to 

apply in any given situation in a work place. 

It should be noted that contingency views are ultimately 

directed towards suggesting organizational designs situational 

approach. This approach helps to evolve practical answers to 

the problems requiring solutions. 

6. Management by Objectives – MBO 

MBO is a management principle that spelt out objectives to be 

agreed upon by the management and the employees. 

According to the theory, the employees participating in setting 

the objectives and drawing the action plans will actual ensure 

better participation and commitment in achieving those 

objectives. One of the claims of the advocates of MBO is that 

it elicits commitment and motivations from the employees and 

also improves combinations in the organization setting.  In 
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order words, it emphasis on rewards and personal growth of 

the employees and that makes it possible for them to achieve 

challenging tasks. This is supported by Peter Drunker who set 

forth several principles, “objectives are determine with 

employees and are challenging but achievable. There is daily 

feedback, and the focus is on the reward rather than 

punishment. Personal growth and development are 

emphasized, rather than negatively for failing to achieve the 

objectives” He went further to emphasize the MBO was not 

cure-all, but a tool to be utilized. It gives the organization a 

process, with many practitioners claiming the success of 

MBO is dependent on the support from top management, 

clearly outlined objectives, and trained managers who can 

implement it. Therefore, MBO may be describes as 

democratic form of management which facilitates the setting 

and achieving of the objectives of an organization. According 

to Drucker, P.(2007) the main objectives of MBO at its core is 

the process of employers/supervisors attempting to manage 

their subordinates by introducing a set of specific goals that 

both the employees and the managers strive to achieve in the 

near future, and working to meet these goals accordingly, he 

went further to pin point five steps. 

1. Review organizational goals 

2. Set worker objectives 

3. Monitor progress 

4. Evaluation 

5. Give reward. 

It is instructive to note that as the MBO involves objectives, 

quantifying and monitoring as the major components, it 

means that managers must endeavor to get reliable 

information and even the necessity of scanning the 

environment as well; these are needed to establish achievable 

and reasonable objectives. This leads to acrimony S.M.A.R.T. 

is recognized in setting of the objectives which is the key 

pillar of the MBO. 

I. Specific – Target a specific area for 

improvement. 

II. Measurable- Quantify or suggest an indicator of 

progress 

III. Assignable-Specify who will do it. 

IV. Reliable- State what results can realistically be 

achieved, given available resources. 

V. Time-Related- Specify when the results can be 

achieved. 

 

7. Strategic Management 

In order to appreciate fully the critically importance of 

management principles on the SMEs we have to examine the 

critical roles of strategy in the organizational set up. It must be 

stated that strategy plays a very important roles in the 

organizationand making it possible for managers to take care 

of organizational hazard. Clifford Bowman (1987)et al 

defined “ Strategy as the match an organization makes 

between its own resources and the threats or risks and the 

opportunities created by the external environment in which it 

operates” while Donnelly et el posited that Strategic planning 

provides direction for an organization strategic plan. English 

Dictionary defines strategic management as system of factors 

associated with customers and competitors, the (external) 

environment and the organization itself (the internal 

environment) to provide the basis tomaintainoptimism 

management practices. Strategic management is very crucial 

in any organizational set up it makes the firm to realize both 

the short run and the long run objectives or cooperative goals. 

It in factsinvolves looking at the future of the enterprise and 

trying to predict or extrapolate what will impact negatively on 

the organization on the long run and mapping out plans to 

prevent the negative occurrences. It also involves taking 

advantages of the positive ones to enhance the progress of the 

organizations. 

However, it should be mentioned that planning is very central 

to strategic management. Planning is absolutely necessary to 

tackle external threat and pin pointing the accompaniedrisks 

that will enable the managers to mitigate them. This brought 

about by environmental hazard due to thousands of external 

variables both negative andpositive that affect themfrom 

which the managers must take decisions.  

II. UNDERSTANDING SMALL AND MEDIUM SCALE 

ENTERPRISES 

Historically, many developed countries such as USA,UK,EUs, 

China and emerging countries such as Asian Tigers: South 

Korea, Hong Kong, Singaporeetc. were propelled to take off 

economically through SMEs reengineering. Therefore, SMEs 

are very critical in the economic development of any country. 

To this end, many countries have placed much emphasizes in 

the development of SMEs, in order to trigger the needed 

economic growth. It can be pointed out that there is no 

uniform definition of SME, the determent factor for the 

definition is the level of economic development of the 

particular country. Many countries are encouraged to use so 

many indicators that differ from others to define SME; such as 

the number of workers, capital and even the turnover. 

However AbiodunFatai “in a country where the number of 

employee isan indicator, the number of employee may differ 

from country to country”.  Furthermore, Akingunola (2011) 

noted that the United Nations Industrial Development 

Organization (UNIDO) identified fifth definitions of SMEs in 

seventy –five different countries based on parameters such as 

installed capacity utilization, output, and employment,and 

capital, type of the country or other countries, which have 

more relevance to the industrial policiesof specific country. 

In Nigeria Table 1 as illustrated by SMEDAN (2010). 

Table 1: Definition of MSMEs in Nigeria. 

S/No Size Category Employment 
Asset [Excluding land 

and Building. 

1 Micro Enterprises Less than 10 Less than 5 
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2 Small Enterprises 10 to 49 5 to less than 50 

3 
Medium 

Enterprises 
50 to 199 50 to less than 500 

Source: SMADAN (2010). National Collaborative  Survey. 

From the table one can define SMEs which is the main focus, 

as those enterprises whose total assets (excluding land and 

building) are above five million Naira but not exceeding Fifty 

Million Naira with a total workforce of above ten, but not 

exceeding forty –nine employees. While Medium and Small 

are those enterprises with total assets (excluding land and 

building) are both above five hundred million Naira but not 

exceeding Five hundred million Naira with a workforce of 

between 50 and 199 employees.  

III. CHARACTERISTICS OF SMALL AND MEDIUM 

SCALE INDUSTRIES 

Small and Medium Scale Enterprise: it becomes necessary to 

critically examine the certain characteristics that distinguish 

the SMEs from large organizations, by bringing them under 

spotlight, it will act as a catalyst to apply appropriate 

management instruments that will enable the managers to run 

the organization more effectively and efficiently, thereby 

enhancing productivity through value addition. Some of the 

characteristics are mentioned and critically analyzed bellow: 

1. Low Capital base/lack of funds 

Low capital base is the bane of expansion of the SMEs in 

Nigeria,this however has prompted the federal government to 

create array of policy instruments that will ensure the flow of 

funds to the SMEs subsector. The small entrepreneurs find it 

extremely difficult to access fund from the Deposit Money 

Banks (DMBs). The reason is the DMBs regard the SMEs as 

risk infested and coupled with the fact that thefatality rate of 

SMEs is also very high. The banks, therefore, placed lots of 

difficult lending conditionality on the SMEs to discourage 

them from borrowing. The banks also insist on provision of 

collateral by the SMEs promoters whichthey will fall back in 

case the loans crystalized into bad debts. The fact remains that 

many of the DMBs are in life support by CBN and cannot 

afford to extend facilities to highly risky enterprises.  Lack of 

funds has no doubt hindered the growth and the expansion of 

many SMEs. The Federal Government has through the CBN 

introduced many financial palliatives to cushion the effects of 

lack of funds of the SMEs. It is insightful to mention that 

some of the financial grants are inclusive of the following: 

Small and Medium Enterprises Equity Investment Scheme 

(SMEEIS), Micro credit fund, Small and Medium Scale 

EnterprisesDevelopment Agency of Nigeria (SMEDAN), 

Anchor Borrowers Program etc. 

2. Lack of Managerial and Entrepreneurial Skills 

It needs not to be mentioned that most of the mangers of the 

SMEs lack the necessary managerial and the entrepreneurial 

skills to run their firms. They cannot plan or set achievable 

objects that will enable them to be proactive to take critical 

decisions andformulate policies that will mitigate risk which 

may impede the achievement of those organizational goals. 

They tend to manage the firm with rule of the thumb. The 

above observation is supported by Global Entrepreneurship 

Monitor Reports in NCR (2001-2010) noted that SMEs also 

suffer from poor management skills which is as result of lack 

of training and poor education. As Welter F (2007) rightly 

pointed out “the process of strategic decision making in SMEs 

is often based on experience, intuition or simple guessing. 

3. The decision making of the organization is 

concentrated on the owner of the enterprise 

The decision making for the business is concentrated with the 

owner of the business; it means all policy matters are taken by 

entrepreneur no matter how irrelevant it may be. Nevertheless 

to say that this may delay sound proactive decisions being 

taken by the managers of the firm more especially during 

crises situation. The problem is accentuated if the 

Entrepreneur is not within reach to take immediate decisions 

or give directives to his managers to avert the risk. They even 

reject any positive suggestions bythe subordinates in most 

cases.Suchmanagement style may not encourage the 

grooming upof the young ones and discourage setting of 

succession plans scheme in the organizational setup. 

4. Poor management of financial resources 

One of the characteristics of the SMEs in Nigeria is poor 

management of financial resources by the owners of the small 

organizations. This has been identified as one the major forces 

thattrigger the start-ups tofold-up within the five years of their 

establishments. The poor keeping of financial records makes 

accountability impossible and tends to distort internal control 

within the company. Worse still the owner of the SMEs tends 

to find it highly impossible to distinguish his capital from his 

profits. In some cases the entrepreneurs eats deep into the 

capital, making it difficult for the SMEs to grow. 

IV. APPLICATION OF KEY MANAGEMENT 

PRINCIPLES IN THE OPERATION OF SMES 

1. Classical approach: 

This theory examines the way to increase both efficiency and 

productivity in a work place. The main thrust of any 

organization is to increase productivity by adding value and 

also to ensure efficiency which increases theprofitability. The 

theory is based on five main planks: planning, organizing, 

commanding, controlling and coordinating. And this gives 

rise to „unity of command‟, „unity of directions‟ and „matrix 

management.‟ In the application of these principles, it is 

instructive to note that planning within this framework of 

classical approach indicatesthat managers of SMEs must 

know the direction of the firm is going by setting out clearly 

defined aims and objectives of the SMEs. It is envisaged that 

it will make it possible to achieve holistic efficiency and 

success, more importantly energizing the SMEs to have 
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operational focus in repositioning themselves in a competitive 

environment. 

Nevertheless, to achieve this operational efficiency, managers 

of the SMEs must organize all the resources of the firm and 

put them into productive measures. This however involves 

controlling all the recourses both humans and capitals to 

achieve the set goals of the enterprises. In other to achieve 

high level of efficiency and productivity, there should be a 

well-articulated strategy for each person in the organization to 

confirm to the original plans and the goals of the organization.  

The implication of this classical theory of management for the 

SMEs mangers is that for them to achieve the objectives of 

the organization they have to plan, organize and also control 

the resources with the aim of increasing efficiency and 

growing added value by increasing productivity of the 

enterprises for the benefit of the stake holders. 

2. Behavioral Approach: 

This theory believes in team work and motivation to stimulate 

increase in productivity, hence the need to motivate the 

workers and directs them to work as a team.  It is believed that 

the motivation of the workers will make them toidentify with 

objectives of the organizationas well. The managers of the 

SMEs should focus in motivating their workers and create 

conducive workingatmosphere to enhance their productivity. 

The most important theories emanating from this behavioral 

approach are hierarchy of needs theory and the „two 

factorTheory‟ that is theory X and theory Y which has been 

highlighted above. 

 The above theory posited that is mandatory for the managers 

of SMEs in Nigeria, in their quest to increase productivity and 

profitability as well, they must not only create a favorable 

environment but enhance emolument of the workers that will 

atleast take care of  basicneeds. It is most regrettable that in 

Nigeria workers are paid stipend as pay packets.  Consequent 

upon, such breed laziness, fraud, and high level of labor 

turnover and discontent among the workers, in such situation 

the productivity and efficiency of the employees nosedived to 

very low level. The unfortunate situation is accentuated 

because the objectives of the firm cannot be achieved in such 

situation. Therefore, the motivation of workers in a work 

place is a central pillar in stimulating high level of 

productivity among the staff of SMEs. 

3. Management Science Approach: 

This approach was introduced by Frederick Taylor; it focuses 

using scientific methods instead of behavioral approachin a 

work situation. It emphasizes the useof mathematics and 

statistics in solving complex situation in work place.  

The approach is most required in manyorganizationsin 

Nigeria because of the altitude of employees in work 

situations.They tend to work harder when they are closely 

monitored and supervised, such altitude in the work place has  

given rise to a popular adage „eye service‟ that is workers 

pretend to work harder when the supervisor is around.  This 

theory is therefore, very apt and will be very beneficial when 

is applied in SMEs.  The theory creates the possibility for the 

employers of SMEs to adoptsuitable measurement systems, 

which can measure the contribution of each worker in the 

organization, also reinforced the adoption of effective 

appraisal system. The net result isincrease in productivity and 

efficiency in the workplace, because each worker will be 

struggling to work harder to meet the target set by his superior 

officer whether he is around or not, as theoutput of the 

employee could easily be measured.More especially, the most 

success factor, in the SMEs where this system is applied, the 

satisfaction of the customers which is critical for application 

of retention strategy that stimulates repeatpurchase and 

increase sales.  

4. The system approach:  

The implication of the system approach is that it enables the 

managers of the organizations to achieve coordination among 

various sections of the organizations. Therefore, one of the 

merits of the system is that managers view organization from 

the broader perspective thereby focusing on the interrelation 

between different segments of the organizations. 

The theory is nevertheless very relevant to the operation of the 

SMEs, it will surely lead to increase in productivity by 

ensuring that no section of the enterprise is neglected and all 

the accounting units are closing monitored starting from the 

production units, administrative unit and the marketing 

sections. And ensuring adequate funds are budgeted for each 

unit for its seamless efficient operations. It becomes 

absolutely necessary for the managers of the SMEs to increase 

both productivity and profitability they must view the 

enterprise as a logical whole and focusing in the operational 

efficiency. 

5. The Contingency Approach: 

It must be mentioned that one of the advantages of the 

management theories is that, it enables managers to take 

informed decision in the management of the firms. The 

contribution of the contingency theory in the operation of the 

SMEs is that it will enable the managers to study the 

environment critical and then choose the best management 

principle that will be applicable to the SMEs at a particular 

time and at particularsituations which will instill efficiency.  

This theory   is also referredas Situational Approach. The 

ingenuity of the manager will surly determine the 

bestsituation to apply any of the management principles to 

achieve positive results that will escalate increase in 

productivity. There is no good fit management approach for 

all organizations; the situation within the organization 

determines the approach to be employed. 

6.  Management by Objectives: 

MBO is a process by which the employers/supervisors 

attempting to manage their subordinates by introducing a set 

of specific goals that both the employees and the employers 
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strive to achieve in the near futureand working to meet the 

objectives successfully. The important component of the 

MBO is measurement and comparison of an employee‟s 

actual performance with the standard set. According to the 

George S. Odiome, it is the system of the management by 

objectives can be described as a process whereby the supplier 

and the subordinate jointly identify common goals, define 

each individual‟s major areas of responsibility in terms of the 

results expected of him or goals, and use these measurements 

as guidance for operatingthe unit and assessing contribution of 

each of its member. 

However management by objectives is very necessary for the 

operation of the SMEs because it will surely increase 

productivity. By involving the employees in setting of the 

objectives, they will be very committed in achieving the 

objectives of the SMEs. Again more especially, the 

application of the MBO will help to remove such notion of 

laziness as the contributionof each work can easily be 

measured and determined by the manager of SMEs. Any 

employee that cannot measure up in the task assigned to him 

can easily be detected andsanction placed on him and after 

muchencouragement and motivation. 

V. THE STRATEGIC IMPORTANCE OF APPLYING 

MANAGEMENT PRINCIPLE IN THE SMES 

It must be stated that applicationof management principles is 

necessary for the growth and development of every 

organizations inclusive of SMEs. And some of these 

advantages are highlighted below. 

i. Management ensures that all resources are geared 

towards achievement of the objectives of the 

organizations: 

A fundamental point to observe is that application of 

managementprinciplesby the managers of the SMEs makes it 

possible for them to tailor all resources; both human and 

capital for the achievement of the organizational objectives.  

The compelling reason underlying this is that, the manager 

has to plan objectives to be achieved, organize the necessary 

resources to achieve them, and control, also monitor the best 

strategy to achieve the objectives. This is the central pillar of 

the classical approach to management as enunciated by Henry 

Fayol.He postulated that to forecast and planning is the act of 

anticipating the future and acting accordingly.  

It should be mentioned that one of the major problems of the 

SMEs is lack of forecasting and planning, as some of them 

may lack theresources to engage specialists in the field 

research and development. Although undertaking field 

research is critical component of forecasting in organizations, 

however, SMEs that adopt management principles inclusive 

of strategic planning willbe able to plan and achieve the 

organizational goals.  Furthermore, the principle of 

coordination will aid the managers to align and harmonize all 

the group efforts to enhance efficiency, effectiveness and 

addingvalues to the organizational set up. 

ii. It leads to achievement of long term goals through 

handling of the environmental threats. 

Strategic planning is absolutely necessary to achieve the long 

term objectives of the organizations and helps to assist the 

managers to handle environmental threats; such as stiff 

competitions, uncertaintiesand unpredictable governmental 

policies that may be detrimental to the firm. Critically 

speaking, the adoption of strategic planning by SMEs is 

absolutelynecessary for their survival, as it makes it possible 

to take care of so many environmental derivatives and 

variables that sustain organizational added value. Succinctly 

stated, strategic planning is an attempt to know the future and 

plan towards it and to extrapolate if stated objects and goals 

are achievable.  

Strategic planning stimulates planning ahead of how to 

mitigate the risks that may be encountered in the process of 

achieving the objective of the company. Accordingly to 

Saacha Kraus et. al.  (2012)posited that unlike strategic 

management, planning is not concerned with the development 

of strategic goals and visions but rather deals with 

extrapolation of present tendencies into the future.  They went 

further to stress that strategic planning provides guidelines 

and programs for the ache decisions with the regard to 

achievement of specific goals and visions. The strategic 

planning is therefore a bicolor for the managers that will 

enable them to take positive decisions with regard to 

achieving long term objectives of the organizations. That is 

why Thomason and Strick (1996) stated that without strategy, 

a manager has no thought out course to follow, no road map 

to manage by, no unified action program to produce the 

intended results and they went further to say that “powerful 

execution of a powerful strategy is not only a recipe for 

business success but also the best of excellent management. 

iii. It increases productivity and ensuring clarity of 

goals. 

Empirical records have shown that any SME that adopts 

management principles in the running of enterprise will surely 

achieveoutstanding increase in productivity, which is recipe 

for organizational success. Effective management makes the 

employees to identify themselves withorganizational goals, 

they believe that the success of the organization will lead to 

their own success as well, which motivates them to work 

harder and ensure the timely achievement of organizational 

goals. 

The application of MBO in SMEs setting will enable the 

managers to measure and compare the achievement of each of 

the worker. When a firm adopts MBO, the workers will be 

motivated to put up their best in terms of increase in 

efficiency and productivity, because, the employees are 

involved in setting of the objectives and the goals, this has the  

advantage of making them  to understand their roles better and 

also  they become more committed in achieving such 

objectives. There is clarity of goals and inclusiveness among 

workers. Themanagers will be able to monitor progress and 
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evaluate workers progress and even apportion reward and 

sanction where necessary; the net effect is increase in 

productivity and profitability. 

Therefore, isobviousthat any SMEs that applies 

managementprinciples is better placed strategically  than the 

ones that never did, because management enhances their 

competitive edge, increases their strength and positioned them 

to be services orientated while reducing their weaknesses. 

Therefore, SME that adopts strategic management and 

planning aretherefore more innovative as shown by 

sustainable growth and capabilities and enhanced profitability 

than those that are not applying it. 

iv. It enhances accountability. 

One of the major problems of the SMEs is lack of 

accountability; the owners of the SMEs sometimes find it 

impossible to separate their personal income from their 

capital.  Theentrepreneurs spend money without taken 

cognizance of the amount of profit the firms are generating 

within a specific period. This financial mismanagement hasled 

to the demise of many SMEs in Nigeria despite the huge 

financial assistants rendered to them by the government. One 

of the core functions of the management is not only to ensure 

efficient and effective management of material, capital but 

also financial resources. Most importantly, there is no 

unnecessary financial leakages because scarce financial 

resources are directed were they are most needed. 

Therefore a sound application of the management principles 

in SMEs leads to accountability, transparency, sound 

corporate governance and zero tolerance to corruption and 

fraud, more especially it will instill strong internal control 

mechanism in the organization. This is aptly observed by Dr. 

Onugu, BAN “funding remains a necessary conditions but not 

sufficient conditions for a viable SMEs establishment” he 

went further to state that managerial problems that manifested 

inseveral ways including lack of clear adequate control, lack 

of clear vision, lack of skills, lack of accountability may the 

bane of SMEs.  

v. It sharpens the marketing strategy. 

One of the merits of applying Management theories is that it 

increases the sales of the products/services of the 

SMEsthrough application of the marketing strategies which 

stimulate sharing of information and stimulation of higher 

market turnover.This is necessary for the survival of the 

SMEs industry and keeping at bar the bigger organizations, 

more especially if the SMEs have a unified stance in tackling 

environmental threat.  

Emphatically, the management principle will sharpen the 

marketing strategies of the SMEs‟ managers to improve their 

service deliveries and deepened their market segments. 

Effective service delivery should be all inclusive in SMEs for 

it to elicit repeatpurchase and attract new customers, also 

trigger word of mouthadvertisement which is one of the most 

effective means of advertisement in Nigeria. 

It must be mentioned that for the SMEs to increase their 

market segments and still carve profitable niche for 

themselves, they should target product innovation in emerging 

markets and marketing innovation in mature market. This 

view was echoed by Moore, G. (2004) that business model 

strategy is very effective in the late life cycle. The SMEs 

operating in the mature end of the market must try to 

satisfythecustomers‟ needs by offering those products or 

services that are neglected by bigger organizations. This may 

involve identifying such needs that satisfy theyarning gaps to 

befilled that the bigger companies cannot do. This goes a long 

way to reinforce the view of the Website Magazine which 

defines effective marketing for small businesses as reaching 

the right customers at the right time with right content. This is 

done by minimizing the number of irrelevant consumers you 

are reaching out and serving high-potential shoppers with 

meaningful contents, that will go along to ensure big sales and 

reaping of huge profits. 

vi. It helps the SMEs Entrepreneur to take sound and 

efficient decision 

The application of management principles will help the SMEs 

managers to take a sound and efficient decisions which will 

surely engender the growth of the enterprise. One of the major 

benefits of the strategic planning is that it helps the managers 

of the organization to set achievable goals and objectives and 

positioned the entrepreneurs to take sound and robust 

decisions inhandlingthe affairs of the company. Noting the 

fact that the decisions may be internal or external, internal 

may be marketing, personnel, administrative and even finance 

while environmental may be governmental policies; 

economical, socially, and political and otherenvironmental 

threats. The mangers can easily project the future because the 

coast is now clear through strategic planning, which 

willprovide them with strategic lead of taking very proactive 

measures in mitigating of risks that may confront the 

enterprises to  bare minimum. 

Needless to say those that management principles will 

encourage the entrepreneurs in takensound decisions, setting 

of sound missions and visions, enthroning delegation of 

duties, setting ofsuccession plans, and training and retraining 

of the staff.  

VI. THE CHALLENGES OF APPLYING MANAGEMENT 

PRINCIPLES BY THE OPERATORS OF SMEs 

I. Low level of education by the operators of SMEs. 

One the disturbing fact that prevents the operators of the 

SMEs to apply management principles is low level of 

education by some of the operators, which may prevent them 

from appreciatingand understanding the need for the applying 

management principles in the running of the companies. 

However, an organization that is being run without the basic 

management principles may not be geared to sustainable 

growth.  It calls to reason to conclude thatsuch firm is 

managed with the rule of the thumb which may prevent 
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consistent positive decision being taken; hence strategic 

decisions are being left to a game of chance. In addition 

because of the low educational exposure by the owners of the 

SMEs,they do not see the reasonableness of training their staff 

through sponsoring them to attend Seminars, Conferences so 

that they could acquire skills and competencies necessary for 

them to run the company very effectively which will enhance 

productivity and increase profit. 

II.  Cultural impediments 

Culture plays very important roles in management of any 

organizations and such cultural influence isvery pronounced 

in developing countries like Nigeria. The fact remains, that 

one of the decisive factors in employing workers in Nigeria is 

cultural afflictions. The managers of the organizations 

employed their relatives irrespective whether they possess the 

requisite skills,knowledge and thenecessary competences 

required to perform the tasks ahead or not. While those that 

are well qualified are not engaged because they are not related 

to the owners of the businesses, this to no small measure 

discourages the application of management principles in the 

organizational set up. The situation was curiously observed by 

Mofope (2013) et al when they stated that very loosely 

Nigeria‟s national (regardless of ethnic group) stressed the 

following values; extended family relation, co-prosperity, 

hero worship consensus, age groupsystem; these cultural 

values are integrated with the modern management which 

inevitably results in management conflict in a workplace.The 

above conflicts rightly observed by Mofope et al consisted 

great impediments for the employment of the management 

principles in the SMEs work situations. The above is also 

supported by Yusufu(1982), employer (the family head) was 

at the discretion all-in-all and he determines reward system, 

recruitment selection, promotionetc., not necessarily based on 

merit or seniority. In this type of organizational set up it can 

be concluded that management theories have no place.  

III.      Lack of funds: 

One of the major challenges of the SMEs is lack of 

funds.Banks isreluctant to lend to small organizations as they 

are adjourned to be risk infested, and they may not have 

adequate collaterals to back up the loan request that will 

ginger them to approve the extension. Some of the financial 

support programs initiated by the CBN for timely and 

easilyassessable funds to the SMEs have not been very 

successful, because of poor implementation by the corrupt 

government officials who in most cases demand bribes from 

the operators of the SMEs before they are allowed to access 

the funds. The government does not help matters because of 

its poor implementation stance initiated by policy 

summersault in administering the grant. 

 The paucity of funds constitutes one of the major problems of 

the SMEs that prevent them from accelerated 

growth.Therefore, as the operators of the SMEs find 

itextremely difficult to source funds for expansion of the 

enterprises. However, they may not be expected to inject the 

scarce funds in the training and the retraining of their 

employees which is quite necessary for them to acquiringthe 

necessary skills and managerial knowledge. 

VII. RECOMMENDATIONS 

i.  SMEs operators should encourage human resources 

development: 

The operators of the SMEs should take seriously the training 

and the retraining of their staff because of the inherent 

advantages to the organizations. It will reallyequip them with 

requisite skills and competencies for the effective 

performance of their various duties which willtrigger the 

reposition of the company to achieve quantum growth. 

Therefore, human development and capacitybuilding must 

betaken as top priority in order to ensure that succession plans 

are developed and nurtured to prevent the company going 

intoextinction when the proprietor is no more. Again, this will 

engendereffectiveness and efficiency in the enterprise and 

stimulate the firm to generate more profit. 

It can be seen therefore that human development and capacity 

building should be seen as positive investment for the 

development of the organization which can take the form of 

organized conferences and seminars. It will not onlyenable the 

staff to acquire the necessary skills but it will surely motivate 

and make them to identify themselves with the 

organizationalobjectives and goals. 

The challenge confronting the SMEs operators from sending 

their employees to training is paucity of funds, they should 

not look such fund injected for human development as waist, 

and however such expenditure will be translated into increase 

in productivity which will stimulate the growth of the SMEs. 

Another critical importance is that such training willinculcate 

in the workers skills for planning, conservation of resources, 

use of marketing tools and accountability and even application 

of strategic planning in the SMEs set up.  More especially if 

the training and conferences are diverse on many managerial 

fields. 

ii. Operators of the SMES should instill shared 

experiences among the Employees. 

It should be pointed out that staff can be motivated to share 

their experiences and managerial knowledgewithother staff 

within the organizations and that will impact positivelyin 

increasing productivity and leading to conservation of scarce 

funds in the organization. Employees will be exposed to 

practically application of the management theories in the 

organization sub system. It has been shown also that 

employees learn more easily through collaborative learning 

which involves sharing of knowledge theemployees acquired 

through experiences among themselves. The managers can 

encourage the collaborative learning by giving it stamp of 

authority and creating conductive environment for such 

learning to grow in the organizations. 
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The above is reinforced with the observation made by 

Professor Christopher Meyer (2015) leader should create 

designated space for vicarious learning and also endorse 

vicarious learning, he went further to opined that vicarious 

learning is not a panacea for organization learning challenges, 

but they are effective part of workplace learning portfolio, 

alongside formal efforts like training programs, feedback 

sessions, and knowledge management system, and informal 

practices like monitoring, and „trial and error‟ exercises. All 

these reinforce each other and promote greater learning. 

iii.  Management of funds must be applied 

The SMEs managers should also apply strict management of 

fund in the running of the SMEs organizations. The 

advantages are numerous; it will help in discovering of the 

fraudulent activities by employees of the firm, blocking 

avenues for wastages,  discourage dishonest practices by 

putting in place all the necessary internal key controls 

mechanism in the company and instill the principle of 

accountability, financial disciple, probity.More especially 

itensures that accurate financial records are kept and 

maintained. 

Despite plethora of advantages noted above;financial 

management is noted to instill to the Entrepreneurs with the 

skills of financial disciple that will enable them to separate 

their personal funds from that of the organizations. Financial 

management will reinforce the strict management of the 

scarce resources by ensuring that funds are fuelled into the 

departments they are much needed and also prevent 

unnecessary leakages in the firm. Strict management of scarce 

funds will surely escalate the growth of the firm. Application 

of financial management will be a recipe forpreparing of 

perfect financial projections and cash flows that will be 

usedby the SMEs to source for loan extension from the 

deposits money banks. Cash flow statements, which are one 

of the components of financial management, will enable the 

DMBs to ensure after critically securitizing the financial data 

projections that they will be able to realize their capital and 

with the accruable interests if they ascendto loan request by 

SMEs. It should be stated that no matter the quality of the 

collateral presented to the banks, they will be reluctant to 

lend, if they discover their funds isnot realizable.  In fact 

realization of the collateral is just the last resort for the banks 

in determining either to lend or not, other factors such as 

capital, character, experience etc. are the main determinates. 

iv. There is a need for SMEs operators to deploy 

strategic management. 

It must be pointed out that SMEs operators must inculcate the 

culture of applying strategic management as top priority, 

because it has been observed by researchers, that poor 

application of strategic management in the SMEs isone of the 

contributing factors that lead to the failure of the majority of 

the SMEs.  However, any SME that makes efficient 

management as an integral part of the organization will surely 

be virile and vibrant leading to accelerated and sustainable 

growth. Therefore it becomes necessary that strategic 

management should be encompassing in the organization and 

if possible a unit should becreated to ensure its application.  

Strategic management is taken as a peep into the future, it 

helps the management of the SMEs to initiate and even 

mitigate the anticipated risks that may constitute a threat to 

the organization.Nevertheless to state that deployment of 

strategic management will enhance the understanding 

ofenvironmental threat and make the management to be 

proactive to minimize them. More especially, SME that allies 

itself to strategic management can use it as the basis of 

allocating resources to various units of the organization 

optimally. This will enable the organization to arrest the 

decline in revenues and then increase its profit, because the 

organization is able to analyze its internal strengthsand the 

opportunity opened to it and then capitalizes on them to 

increase productivity and the profits potentialsalso enhancing 

its robust andsustainable growth.   

VIII. CONCLUSIONS 

Emphatically stated, SMEs sector is the engine for sustainable 

economic development and a key driver for the diversification 

of the economy in Nigeria, is also central for conservation and 

generation of foreign exchange. The above advantage can 

only accrue to the country when the SMEs are well managed. 

However, it must be stressed that majority of the SMEs‟ 

operators in Nigeria, find it extremely difficult to apply 

management principles in the running of their businesses, and 

that among other things has impacted negatively to no small 

measure on the growth of many SMEs and leading to the 

demise of about 80 percent of many infant industries in the 

country. 

 Although one of the central problems confronting the SMEs, 

that many researchers in the industry always pointed out is 

lack of funds but this may be necessary, but is not sufficient 

reason for none performance of SMEs sector.It has been 

observed that no amount of fund injected into the operation 

anyorganization, if is not well managed, will surely run down 

the drains.Therefore, one can posit with certain measure of 

confidence that the major problem militating against the 

SMEs sector is lack of application ofefficient and 

effectivemanagement principles in the industry landscape. 

Effective management is the heart of any organization. 

The problem is more confounded that almost all aspects of 

management principles are neglected such as planning, 

controlling, strategic management, marketing management 

andfinancial budgeting by the entrepreneurs of the SMEs. 

However, without planning no organization can achievetheir 

goals which are central in increasing productivity and adding 

value in the organizational production processes, while 

strategic management helps in setting objectives and directing 

the organization to achieve the stated objectives. And the 

managers are better placed to be proactive in dealing with 

various negative variables during the course of attaining the 
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objectives. Infact, strategic planning is thebicolor through 

wish the manager view he future and corrective measures 

taken in time to achieve the goals of the enterprises. 
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