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Abstract

Presently, manufacturing SMEs are seeking to improve their competitiveness through the integration of innovative technologies
to guarantee an additional transformational mechanism for their production. The recognition of manufacturing decision-making
as integral to the ability of small and medium-sized enterprises to transform and innovate is established. However, the specific
processes that influence manufacturing decision-matking among Nigerian SMEs remain not understood. Excisting frameworks
offers limited explanations to the unique Nigerian situation burdened by scarce resonrces and limited institutions. The purpose
of this research is to investigate how Nigerian manufacturing SMESs decisions are considered and made in their manufacturing
related actions for innovation and transformation. Drawing from the qualitative data analysis of 17 SMEs, we identified eight
decision domains that play an important role in Nigerian SMEs, which include production control, human resource
management, plant size and capacity, machinery, budgeting and financial resource allocation, plant location, technological
knowhow and new product development. The findings present empirical evidence in understanding manufacturing SMEs
decisions, innovation, and transformation of their manufacturing process and practices. The findings bave implications for
government policy and will assist professional practitioners in understanding mannfacturing SMEs decision, to innovate and
transform in the emerging economy in the perspective of Nigeria.
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1.0 Introduction

The growing global competitiveness of the world economy over the last decade has compelled Nigeria
manufacturing SMEs (MSMEs) to implement innovative and transformative strategic decision-making
measures aimed at increasing their productivity and market shatre (Le et al., 2025). The fundamental shift in
global competition for market share, means manufactured products from Nigeria must compete with
manufactured goods from other emerging economies such as the Brazil, Russia, India, China, South Aftrica
(BRICS), Singapore Indonesia and Malaysia (Le et al, 2025; Dodd, et al, 2019; UNIDO, 2013). These global
competitive manufacturing dynamic environments have made Nigerian MSMEs to make innovative and
transformative manufacturing decision to enable them to remain productive, efficient and competitive. The
Nigerian MSMEs operational decisions are considered akin to that of most Sub-Saharan Africa countries
and emerging economies (UNIDO, 2013). Therefore, the research findings and contribution made on
manufacturing decision of Nigerian MSMEs is considered useful to other Sub-Saharan Africa countries and
emerging economies. The need then arises for making manufacturing decision to mitigate on operational
inefficiency and improve production efficiency (Eziash and Sainidis,2023; Ehie and Muogboh, 2016). The
operational inefficiencies of Nigerian MSMEs are comparable to that of most developing economies (Aftrica
Development Bank, 2023).

1.1 Research Purpose and Objectives
The purpose of this research is to investigate how Nigerian manufacturing SMEs decisions are considered
and made in their manufacturing related actions for innovation and transformation. The specific objectives
are:

1. To examine the manufacturing decisions that are made by Nigerian SMEs.

2. To identify the factors influencing the decisions of manufacturing SMEs in Nigeria

63


https://doi.org/10.19164/jbdi.v1i2.1769

Based on our research objectives, and further development of the research, we have formulated the research
question: How do Nigerian Manufacturing SMEs mafke strategic manufacturing decisions in their goal to innovate and
transform?

1.2 Research Gap and Contribution

Our research bridges the gap between innovation theory and the operational reality of manufacturing SMEs
in Nigeria. Existing theories of innovation including dynamic capabilities (Teece, Pisano and Shuen, 1997),
technological accumulation (Bell and Pavitt, 1993), and absorptive capacity (Cohen and Levinthal, 1990),
have provided conceptual tools for understanding firm level innovation. However, these tools have been
rarely operationalized at the level of manufacturing decisions within the context of Nigerian SMEs.
Secondly, studies such as Nwosu (2019) have relied on quantitative aggregate-level which does not provide
insight into the microlevel decision processes through firms achieve their innovation objectives. This paper
presents a constructive discussion and insight for managers and policy makers developing competent ways
to improve production, and deal with operational inefficiencies. The contribution of our study includes
identifying manufacturing SMEs operational flaws and production inefficiencies that challenge managers
and provide theoretical and practice-led knowledge that are both relevant to academic scholars and
management practitioners. The discussion provides a framework to understand how manufacturing SMEs
innovate and transform in the emerging economy.

In terms of structure, the first section is the review of literature where we discuss the characterization of
SMEs, our central unit of analysis, and then the innovation models of manufacturing SMEs in emerging
economies. The second section contains our research methodology, which includes our research approach,
data collection methods, population sample, and analysis technique. The third section is the data analysis
where we analysed our data and presented our findings. In section four, we discussed the findings in relation
to previous studies and literature. Finally, we concluded in section five and highlighted the implication of
study.

2.0. Literature Review

2.1 The Characterisations of SMEs

The socio-economic advancement of several countries in the emerging economies of the world is attributed
to the role of SMEs in the national development and creation of jobs (Africa Development Bank, 2023).
In recent years the definition of SMEs has become even more problematic as the definition differs from
one country to another due to different government of nations setting their own parameters that defined
businesses as SMEs (Eziashi and Sainidis, 2024). Empirically, many academics have demonstrated that there
is no generally acclaimed definition for SMEs as some of the given descriptions are country specific and
based on their measure to economic development and growth (Aruwa and Gugong, 2007). The
characterisation of SMEs is distinct from one country to another, this has repeatedly been defined according
to the total number of employees and the assets of their enterprise (Jutla et al., 2002). Several SMEs are
identified based on their business formation, location, size, and their total profits (Rahman, 2001).
Nevertheless, BERR (2009) stated that micro firms are fewer than 10 employees, small firms are less than
50 employees’ medium firms are more than 50 employees, but less than 250 employees and large firms are
above 250 employees. The European Union characterised SMEs in the same way to BERR’s definition,
nevertheless they incorporated their yearly business generated revenues. The dimension of micro firms as
being less than 10 employees with annual revenue not above €2 million, small firms as having not more
than 50 employees and yeatly revenue not exceeding €10 million, medium firms less than 250 employees
with yeatly revenue not exceeding €43 million (European Commission 2003). The Nigeria manufacturing
SME:s are engaged in the transformation of raw materials into processed goods (Onugu, 2005). The main
government institution that governs SMEs in Nigeria SMEDAN defined SMEs as small firms employing
less than 50 and total asset less than $3200, medium firms between 50-199 employees with asset less than
$3.200000 (SMEDAN, 2013; Apulu et al., 2011).

2.2 Innovation Models of Manufacturing SMEs in Emerging Economies

One of the main catalysts for the economic transformation in emerging markets is the innovation of SMEs.
According to Ghobakhloo (2018) and Mamman et al (2019), their impact is well documented through the
increased volume in production, investment level, and operational efficiencies. Innovation in SMEs have
been historically defined as simply the automation of plants (Bouri et al., 2011). However, this neglects the
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important role internal management strategy in the process (Hitt et al., 2007). Today, this concept has been
reframed in contemporary research with innovation now regarded as process which is both complex and
multifaceted. According to Theresa and Hidayah (2022), the growth of manufacturing SMEs in emerging
economies is now linked to a combination of product design, technological integration, and the strategic
management of intellectual property, which are all internal decision-making capabilities. Moreover, Kang
et al (2016) and Ghobakhloo (2020) argue that the ability of SMEs to quickly improve product designs and
optimize plant efficiency has become a competitive differentiator.

Innovation is not just an upgrade for SMEs in emerging economies; it has become a necessary strategy for
survival. As a strategy, it represents the ability to transform in reaction to the competitive international
environment. However, Okpara (2009) claims that despite this necessity, the failure rate among SMEs
remains high. Eventually, innovation must be seen as a necessity for manufacturing SMEs if they are keen
to not only operationally transform but also survive and thrive. A comprehensive innovation process will
not only require financial investment, but good decision-making that integrates internal resources with the
changing requirements of customers, to achieve operational success (Adam and Alarifi, 2021; O’Regan et

al, 2006).

The role of SME owners and managers is well acknowledged in steering manufacturing decisions that
decrease production costs, facilitate the hiring of skilled labor, and reduces material waste (Mamman et al.,
2019). The justification of innovation in the manufacturing SMEs decision literature is well acknowledged
(O’Sullivan et al., 2011). It has been described as multifaceted, encompassing modifications to existing
products, as well as advancing the processes and service delivery (Fagerberg et al., 2013; O’Sullivan, 2002;
O’Sullivan et al., 2011). These innovations range from the gradual improvements, mostly accomplished
through models in Total Quality Management (TQM), Six Sigma, and Lean Manufacturing, to
transformational shifts that radically modify business operations (Adam and Alarifi, 2021; O’Sullivan et al.,
2011; Tidd, 2000). Studies from O’Sullivan (2002), and O’Sullivan et al (2011) argue that the main function
of innovation in the manufacturing process is to transform raw materials and customer needs into high-
value goods, and at the same time, maintaining a competitive position. This is accomplished by integrating
specialized concepts in management, and advanced process technologies such as
e Agile Manufacturing, to main flexibility during unstable market environments, reduced product
lifecycles, and risks of technological obsolescence (Hill, 2009; Hill and Hill, 2009; Schroeder et al.,
2011), and

e Lean and Just-in-Time (JIT) Systems, to ensure that operational wastes are eliminated, and quality
management is integrated in the production cycle (Dubey and Gunasekaran, 2015).
Eventually, adopting advanced technologies stimulates growth and helps manufacturing firms improve their
operational excellence, and overall profitability by extension (Chatha and Butt, 2015).

2.3 Manufacturing Innovation and Process Improvement

Extreme competitiveness and rapid technological evolution are defining the contemporary manufacturing
landscape, exposing firms to underperformance, inefficiencies, and a negligible margin of error (Juran,
2016). Manufacturers cannot afford to make financial losses or interruptions in their service delivery caused
by unteliable production process, especially in an era shaped by continuous innovation and the expectation
of high quality, rapidly delivered goods from customers (Srivastava and Jena, 2011). It is imperative for
firms to adopt comprehensive manufacturing strategies to improve their processes if they are to navigate
these challenges. These strategies are not also necessary for ensuring product quality and delivering services
on time, but also for optimizing manufacturing performance and maintaining a sustained competitive
advantage (Jevgeni et al., 2015).

More importantly, manufacturing management must recognize process failures and their systematic impact,
as they are primarily the main drivers of poor organizational performance (Stivastava and Jena, 2011).
Studies on this issue have consistently identified dependence on obsolete machinery equipment, and
outdated technologies as the cause of operational inefficiencies which ultimately results in the inability of
firms to meet market and customer demands (Stivastava and Jena, 2011; Jevgeni et al., 2015). As a result,
improvement in the manufacturing process is no longer an option, but a primary requirement for firms
seeking to remain competitive in the global market.
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2.4 Manufacturing Decision Process and Transformation

The decision-making processes of SMEs over the past several decades have undergone significant change.
This change or evolution has been driven by the rapid advancements in manufacturing technology, strategic
management frameworks, and information systems which are all aimed at cutting costs, enhancing product
quality, and optimizing the overall efficiency and output (Lassen et al., 2024; Lassen and Wahrens, 2021).
The manufacturing process at its core, comprises both physical infrastructures, such as plant facilities and
machinery, and the organizational systems needed for production planning. The broader objective for this
transformation is to equip plants with the capacity to be operationally flexible, and efficient (Moller et al.,
2022; Liao et al,, 2017; Kagermann et al., 2013).

However, there is empirical evidence that suggests a persistent gap in execution despite the widespread
availability of innovative technologies, and a clear strategic for this process. According to several research
studies (Ghobakhloo and Iranmanesh, 2021; Larsen et al., 2023; Lassen and Wahrens, 2021), only a limited
number of SMEs have achieved a comprehensive transformation in their production processes, indicating
the difficulty in moving from technology adoption to real organizational change.

3.0. Research Methodology

The study presented in this paper incorporated a qualitative research approach considering its usefulness
and exceptional features that are used to address the what, why and how questions in research (Easterby-
Smith et al; 2012) to understand from a diverse viewpoint the Nigeria manufacturing SMEs decision and
innovation. The research technique is developed in understanding useful evidence in analysis (Zikmund,
2003). This exploratory study presents empirical evidence, with a qualitative research method, where
theoretical advancement is determined (Easterby-Smith et al., 2012).

3.1 Data Collection

Data was collected from the responses manufacturing managers via semi-structured interviews, as the study
empirically presents an understanding of the manufacturing SMEs decision process and practice in the
emerging economy within the context of Nigeria manufacturing SMEs, identifying their business decisions
and operational transformation, through their experiences, buttressed in the explanatory epistemology,
where interpretation of the study is from within the research participants (Creswell, 2009; Denzin and
Lincoln, 2011; Bryman, 2012).

3.2 Population sample

For this study, we selected a purposive sample of 17 SMEs, which we believe are representative of the
population (Williams et al, 2006), possessed the specific qualities we were seeking in a population sample
(Denscombe, 2007). These SMEs were selected from across 8 states in the country where SMEs are mostly
concentrated (Eziashi and Sainidis, 2023; SMEDAN, 2013).

SME State/Location | Position of Respondent | Years of Operation
McA Lagos Operations Manager 10
McB Lagos Operations Manager 15
McC Lagos Operations Manager 7
McD Abia Manager 3
McE Abia Managing Director 20
McF Abia Manager 11
McG Abia Operations Manager 7
McH Rivers Manager 11
Mcl Rivers Managing Director 10
Mc] Anambra Supervising Manager 5
McK Anambra Assistant Manager 30
McL Anambra Manager 10
McM Kano Manager 15
McN Ogun Manager 5
McO Ogun Manager 13
McP Delta Manager 7
McQ Edo Manager 7
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3.3 Data Evaluation

The paper is based on an empirical study which was designed to give insight in the knowledge and
experiences of manufacturing SMEs senior managers and owners in identifying their decision models,
business innovation and manufacturing transformation in Nigeria. The Semi-structured interviews were
used as the data collection instrument. Seventeen (17) senior managers and owners of SMEs were
interviewed, corresponding to 17 Nigeria manufacturing SMEs businesses in the six geopolitical zones
across Nigeria. The interview approach provided an understanding of the manufacturing SMEs decision in
the emerging economies within the context of Nigeria. The data analysis was conducted by building textual
data from the interview transcriptions, using the template analysis (King, 2009) to code the emerging themes
from the transcribed interview data to explain the experiences of SMEs owners and senior managers in
understanding the manufacturing decision process and practice of Nigeria manufacturing SMEs. Nvivo was
used as QUAL data analysis software tool which works well with template analysis to construct theoretical
conclusions grounded in the data.

The Template analysis offers flexibility in its approach in qualitative data analysis (King, 2009) and offers
insightful interpretations on the study participant’s understandings that are repeatedly overlooked in other
data analysis. Template analysis is considered useful where the textual data is obtained from where the
research instrument includes interview (Goldschmidt et al. 2006; Thompson et al., 2012; Lockett et al.,
2012; Brooks, 2014; King et al., 2015). In addition, thematic template data analysis offers structure to the
study and showcases the fullness of the textual data as they emerge from the themes unit to be coded for
an easy analysis of the data (Crabtree and Miller, 1999). The thematic template analysis employed in the
study applied the hierarchical coding procedure to adaptably analyse the textual data to the requirement of
the study (King et al., 2015). The development of a prior code is necessary in breaking down the chunk of
data. Priori codes are common classifications of the extracted data from the objectives and aims of the data
explored to form a simple framework on which to commence the investigation of the data (Gibson and
Brown, 2009).

4.0. Analysis

Our findings reveal a picture of manufacturing decision-making among Nigerian SMEs that is multi-
dimensional and complex. We identified several factors within the manufacturing decision domain that are
relevant for SMEs in their ability to innovate and transform in the emerging economy. They include
production control, human resources, plant size, machinery, budget, location, technological know-how, and
new products. While the documented processes through which decisions are made, the responding
participating SMEs provide clear decision criteria, rationales and orientation.

Figure 1: Emerging themes of manufacturing decision with the Nigerian SMEs sector
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To understand the manufacturing SMEs decision, senior managers and owners were asked the question:
What manufacturing decision do yon make and how do_you matke your manufacturing decision? Their responses were
analysed presented in figure 1. Further analysis provided the manufacturing decisions made by Nigerian
MSMEs are analysed and discussed separately for better understanding. The managers of MSMEs McC,
McQ, McN, and McM have made manufacturing decisions on” production control, plant size, and location”.
Likewise, the managers of McN, McD, and McG have made manufacturing decision on” human resources,
technological  knowhow, budget, and new product”. The manufacturing decisions are made towards the
manufacturing needs of Nigerian MSMEs. The interview responses from the SMEs senior managers and
owners as stated earlier will be presented to capture their experiences and insights.

4.1 Production control
Figure 2: Coding for production control
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The theme manufacturing decision was coded and generated a high code production control. Nigerian
MSME:s are continually having difficulties in meeting up with high production to enable them to remain
competitive. The response from McM focuses on the impact of production decision-making, and not the
process itself, which can be observed from the SMEs direct statement There are many decisions we make daily
in the production process to enable us to have an excellent production performance. Mafking wrong production decisions can be
fatal and often times lead to a poor delivery performance. We mafke sure that the orders are right, and we stick 1o the agreed
delivery dates in order to reduce waiting for the time to other customers” (McM). The SME’s claim that wrong decisions
"can be fatal" and lead to "poor delivery performance," describes manufacturing decisions as a risk-
management issue. The response from McM places emphasis on the cost of wrong decision-making.

McC’s response on the other hand provides more disclosure as it reveals the cause of delivery failure which
are attributed to internal and human factors, rather than external factors such as consumer demand or
market conditions. McC states that “sometimes it can be very difficult to meet the delivery dates of customers due to some
workers altering their order priovities. This was a time that we bave to take drastic decisions on the training of all onr workforce
on the production line to enable them to understand the product quality and design and also ensure that all these standards are
continnally maintained (McC). The SME admits that the process of production has not been followed as a
result of the workers inability to follow instructions. The decision made on having the right trained
workforce on the production line has been very useful to Nigerian MSMEs, who took to that strategic
option.
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4.2 Human resources
Figure 3: Coding Human resources
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The theme manufacturing decision was coded and generated a high code human resources and low code
training. Insights from SMEs McD and McD illustrates how they approach the management of human
resources. McD in their response explain that “x our business we focus on talents, so our human resonrces decision is
to recruit and train onr employees on manufacturing skiflls” (McD). Similarly, the manager of manufacturing SME
McG expressed that ‘we need talent and highly knowledgeable employees who can perform their required mannfacturing
responsibilities, onr manufacturing buman resources decision is made to employ the people with the right talent’ McG).

Figure 4: Coding for training

o

Manufacturing
decision

-

Human

resources

Despite the agreement of talent being central to their operational capabilities, we observed that they differ
subtly in their approach, as McD’s strategy leans towards “building”, and McG’s strategy focuses on
“buying”. A two-stage strategy was identified in McD’s response: "recruit and train our employees on
manufacturing skills.", which suggests that the company not only recruits, but treats in-house training as a
key part in building manufacturing capabilities. On the other hand, McG's chooses selection over
development. Their emphasis on "talent," "highly knowledgeable employees," and people who "can
petform their required manufacturing responsibilities” indicates an approach that is competence-based and
recruitment-led.

4.3 Plant size
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Figure 5: Coding for Plant size
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The theme manufacturing decision was coded, and it generated a high code plant size. Plant size is a factor
considered by SMEs in their decision making, and our findings reveal that the plant size in manufacturing
decisions is determined by the capital or resources available. According to the manager of McQ suggest
that their company’s decisions are determined by financial resources and not totally influenced by market
growth or opportunity. In their response, they state that “#he plant size manufacturing decisions are made to be very
much consistent with the resources made available. The significant part of the plant size decisions includes, how we address
frequent product demands. Another reason for plant sige manufacturing decisions is to increase the production and
manufacturing activities. The plant size decision is useful when there is an increase in the product demand as a result of the
market push. The manufacturing plant size decision is made to also belp deal with the production cost, as a bigger
manufacturing plant allow the manufacturing of a variety of products”(McQ). The decision that is made on the plant
size is to increase manufacturing activities which are dependent on the available resources and market
demands.

4.4 Machinery
Figure 6: Coding for machinery.
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The theme manufacturing decision was coded, and it generated high code machinery. The manager of
manufacturing SME McH states that “the inadequate equipment and machinery needed for improved manufacturing
production process has been a major concern to most Nigerian MSMEs. As a mannfacturing manager innovation also requires
that we have the required equipment, laboratories, and tools, to build and test new products. Nevertheless, several Nigerian
companies have not sufficiently invested in these identified issues” (McH).

By framing "inadequate equipment and machinery” as "a major concern to most Nigerian SMEs", McH suggests that
while it is a challenge for them, it is not an isolated one. They claim it’s an issue that is systemic, sector-
wide across other SMEs. Another interesting observation from McH’s response is the innovation framing,
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The statement on "build and test new products”, directly links manufacturing infrastructure to innovation
capability. Machinery decision is vital as it allowed manufacturing managers to make the necessary
manufacturing improvements needed to maximise the production

4.5 Budget
Figure 7: Coding for budget
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The theme manufacturing decision was coded, and it generated a high code budget. Budget is a recognized
factor in the decision of manufacturing SMEs. While it has been implicitly mentioned in previous analysis
regarding resource-constrained decisions on plant size, and the under-funding of machinery, SMEs McE,
McB, McG, and McK directly identify budgeting and resource allocation as a manufacturing decision
domain. Based on the responses, the manager of McE directly acknowledges the financial reality of Nigerian
SMEs by admitting "money is always a limited resource to most Nigerian MSMEs." However, the company does
not view a budget only in monetary terms but expands its definition to include raw materials usage, labour
and our production output, as they explicitly stated that the “Manufacturing decisions we make in the budget is not
always about the monetary terms alone, we consider a lot of issues, raw materials usage, labonr and our production ontput”
(McE). This reveals that a manufacturing budget is understood to be a multi-dimensional resource plan
covering all types of resources, and not only finance.

The manager of manufacturing SME McB states that ‘#he decisions made on budgets enable us to project our
manufacturing needs and the means to accomplish it. We have to consider every aspect of the business is it for short-term or
long-term purposes. Budget decisions are very important, as it enables us to mirror all the ongoing manufacturing activities to
make the needed adjustments that will move the business forward © (McB). A unique observation of McB’s response
is in describing budgets as allowing them "7 mirror all the ongoing manufacturing activities to matke the needed
adjustments that will move the business forward." This metaphorical use of “mirror” frames a budget as not just a
forward-looking plan, but as monitoring and feedback mechanism (backward-looking).

Equally the manager of manufacturing SME McG said that budget decisions are made to enable us to know how we
are doing business wisely. Our income in terms capital expenditure is set so that we can focus on onr business targets. Sometimes
we cut back on expenses if we are not getting the desired results” (McG). For McG, their response "budget decisions are
made to enable us to know how we are doing business wise.", seems to be petformance-monitoring oriented. The
budget is a means of assessing their business performance, making it a form of diagnostic tool. McG also
responds to budgetary control by cutting back on expenses ‘4 we are not getting the desired results.”" The company
exhibits cost-control behaviour that is reactive and triggered by shortfalls in performance.

The manager of manufacturing SME McK states that “waking manufacturing decision on a budget requires us to
look at the cost of production and the viability of the product that we want to include in onr budget. If the cost of producing the
products is higher than the profit projected, we have to think otherwise” (McK). By stating "7 the cost of producing the
products is higher than the profit projected, we have fo think otherwise.”, they presented the most financial perspective
that can be observed among all responses All four SMEs provide perspectives that are distinct but
complementary, particularly on how manufacturing management and budget decisions function together.
They collectively introduced resource allocation as a factor in manufacturing decision-making,.

4.6 Location
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Figure 8: Coding for location
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The theme manufacturing decision was coded, and it generated a high code location.

Plant location is not viewed by McN as an issue of logistics or operations, but as a critical element for
participation in the global marketplace. In their response to manufacturing decisions, the manager of
manufacturing SME McN noted that “waking the correct decisions about the location or site of the manufacturing plants
and facilities is fundamental to onr being able to participate in the global markets. I believe that if we make the right
manufacturing choices it will give us some competitive edge” (McN). " This decision frames the company as
internationally oriented and external-looking, in contrast to being domestically focused. On the hand, SME
Mc]J are more focused on proximity to infrastructure when it comes to plant location. Their manager state
that “having the right manufacturing plant location that is nearer to infrastructures such as good roads makes the delivery and
distribution of products to the market easier than in a location where there are no good road infrastructures”(McJ). In
contrast to McN, this decision on plant location is based on efficiency in distribution and logistics.

The response of McP is that the “Manufacturing decisions we make on plant locations is very strategic, and as such
requires a detailed inguiry. The setup of a manufacturing plant in a wrong location usually impacts on the operational cost.
For instance, the poor location of a manufacturing plant might continue to increase the cost of manufacturing and production
operations. The cost of transportation and advertising are also impacted by the manufacturing plant location choices and
decisions” (McP). McP mentions the financial consequences of making the wrong location decisions when
they claimed, "the setup of a manufacturing plant in a wrong location usually impacts on the operational
cost." Additionally, they identify the cost factors to include manufacturing and production operating costs,
transportation costs, and advertising costs.

McF provided an elaborate account of their plant location decision which is made at the firm level. While
other SMEs identified, access to infrastructure, capacity to go international, operation cost as factors
affecting their plant location decisions, McF is more concerned about their proximity to consumers. Their
manager “said when we make decisions on factory sites, we take the location of our factory into consideration, as the costs of
transportation of finished goods and distribution of domestic products in Nigeria is very high, as a result our manufacturing is
mainly done as nearly as possible to the consumers even when it sometimes appears inconvenient” (McF). In summary,
location decisions are influenced by several factors.

4.7 Technological knowhow
Figure 9: Coding for technological knowhow

Manufacturing
decision

Technological
knowhow

72



The theme manufacturing decision was coded, and it generated a high code technological knowhow. In
response, the manager of manufacturing SME McD said “manufacturing decisions nowadays is all about yonr
technological knowhow. We make the manufacturing decision on technological knowhow fo choose the right manufacturing
equipment and technologies which will enable us to sinplify the product designs and manufacturing process” (McD). This is
a bold claim that centers technological knowledge as the critical determinant of manufacturing decision,
which contrasts factors like cost, human resource, budgeting, location, and plant size, as indicated by other
SMEs. Regardless, McD frames manufacturing decisions with the connection to technology as a priority.

The response of McK on the hand, explicitly acknowledges a difficulty by saying “making manufacturing
decisions on technological knowhow is very complex especially in this present era off of technological advancement which requires
that we have the ability to appropriately select the manufacturing process, the products designs, equipment, machinery, and
material that will function with the chosen technology, be it the automation of the factory plant” (McK). The framing of
technological decisions as complex is first an admission of technology as difficult strategic issue, and
secondly, recognising the rapidly changing technological environment, where technology changes faster
than what managerial knowledge can keep up with.

4.8 New product
Figure 10 Coding for new product
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The theme manufacturing decision was coded, and it generated a high code new product. MCAs response
to new product decisions are framed primarily as a product-renewal and cost-minimizing strategy. They
explain that “we make mannfacturing decision on new products, which we design and use to change some of onr old product
line that already exists in the market at a lesser price unit. These new products will still be at the same quality and performance
level, but with a lower cost benefit to our product users and customers” (McA). The main logic behind this is the
development of a similar product with the same performance and quality, but at a lower cost.

The response from McH is more innovation oriented as the frame new product decisions as a mechanism
for delivering "innovative product ideas" and strategies to remain competitive. They state that “as «
manufacturing manager our target is to make manufacturing decisions that bring about innovative product ideas and deliver
competitive strategies that will enable us to develop new products to meet onr company’s market expectations and needs in other
to grow the business” (McH). This places new product decisions within the framework of growth and
competitive strategy, where developing new products are the means through which SMEs differentiate,
build market position, and generate revenue.

On the hand McJ is the SME with the most process awareness and market-oriented among the SMEs
making new product decisions in manufacturing. They acknowledge the possibility of disruptions in
operations from new product decisions, as well as market dynamics as a factor in new product decisions.
In their response, they state “our new product decisions are sometimes made from market expectations and customer
demands. As a manager, new product decision is very difficult to make as it can sometimes alter the whole manufacturing and
production plans. We study the bebavionr of our products in the market to check if it is still attracting the right customers
before making decision to replace the products with new products” (Mc]). This statement is relevant because it exposes
the friction between the need to adapt product according to customer demand, against the need to remain
efficient and consistent in the production process.
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5.0. Discussion

5.1 Nigerian MSMEs manufacturing decisions to innovate and transform

In this paper we studied the manufacturing decisions of SMEs and their actions for innovation and
transformation in an emerging economy, with Nigerian SMEs as a case study. We sought to examine their
manufacturing decisions and identify the factors influencing these decisions. The concept of scholars and
professionals who contributed to the innovation and transformation of manufacturing decision types and
its associated policy area was first presented in the 1980s (Hayes and Wheelwright, 1984). Since then, the
study of decision areas of SMEs in manufacturing decision process has received extensive consideration
(Rusjan, 2005). Our findings from SMEs operating in Nigeria contributes towards understanding SMEs in
emerging economies, and manufacturing decisions they make to ensure business continuity and remain
competitive as well. Our findings reveal that Nigerian SMEs have made both structural and infrastructural
manufacturing decisions which further builds on the works of Hayes and Wheelwright (1984), Diaz Garrido
et al (2007) and Slack et al (2010) who have categorised manufacturing decisions in structural and
infrastructural.

5.2 Production control and planning

Our findings reveal the production control dimension of manufacturing decision making by Nigerian
SMEs, and their accounts exposes a basic sector-wide challenge in the inability to move production from
planning to execution. The emphasis on order accuracy and adherence to schedule as the main objectives
of production control. This claims directly aligns with the study of Vollmann et al (2004) who identified
the activity of production control as a core function. The implications are that there must be conformity of
actual production against planned schedule. In other words, missing the delivery date of one customer will
create a waiting time for others.

5.3 Human Resource Management and Talent Development

Our findings reveal that human resources decisions are made based on policies regarding training, employee
skills, performance appraisal and job expansion, which is in agreement with the work of Miltenburg (2005).
However, we found two separate approaches to managing human resources, which has long been theorized
in human resources literature, that talent management is a buy or build decision. According to Adenikinju
(2005), the build or development approach to talent with the manufacturing sector in Nigeria, may be a
matter of necessity and not strategy due to the deficit in specialized capabilities required by SMEs. The
decision to buy talent is highly dependent on the talent market to supply ready-made skills. This choice has
implications because within the Nigerian manufacturing context, it cannot be assumed that the availability
of highly skilled employees will match demand.

In emerging economies, training and talent development have continued to lead in policy considerations
(Cook and Nixson, 2000). According to Aremu and Adeyemi (2011), Training allows Nigerian SMEs
workforce to acquire the necessary skills required to perform their job tasks, even though Apulu et al (2011)
claims that training is not up to date among Nigerian SMEs. However, Nigerian SMEs understand the need
for training of their employees to perform the required manufacturing tasks.

5.4 Plant Size, Location and Capacity

The size of a manufacturing plant and the number of employees can influence the decisions made by SMEs
(Swamidass and Kotha, 1998; Cagliano and Spina, 2000; Spring and Dalrymple, 2000; Choudhari et al.,
2012). The importance of location as indicated in our findings also agrees with the studies of Aremu and
Adeyemi (2011), Ariyo (2005) and Malik et al (2002), who stated that SMEs located in the city have
performed better in terms of job creation, earnings and manufacturing skills as they have more access to
training facilities in the cities than in the rural area.

The plant size and location, which are structural manufacturing decisions, are choices with serious
consequences, because they are both strategic and capital intensive (Hayes, Pisano, Upton and Wheelwright,
2005). We classify both decisions as consequential because, not only do they require significant capital, they
are difficult to reverse once made. Our findings reveal that plant size can determine the volume of
manufacturing, and decisions on size is driven by the availability of resources, and product demand, which
agrees with Van Mieghem (2003) on how current demand influences capacity, instead of anticipated
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demand. The response on location decisions reveals an environment that is influenced by the logistical and
infrastructural situation in the Nigerian economy. The emphasis on proximity and road infrastructure, all
reflect the challenges SMEs might face in an emerging economy like Nigeria (Khanna and Palepu, 2010).

5.5 Equipment, Technology, and Innovation Capability

Our analysis that addressed issues on machinery, equipment investment and technological knowhow,
collectively describe the technology aspect of innovation capability in manufacturing. Nigerian SMEs have
made manufacturing decisions on the purchase of machinery to enable them improve their manufacturing
processes. The findings add to the studies of Tan et al (2006) and Hallgren (2007) who stated that for
managers to achieve their manufacturing process objectives, decisions on new machines and equipment
will have to be made within the manufacturing function, to enable managers to allocate the resources for
the purchase of the needed machinery and equipment.

The rapid changes that technologies bring into products have made SME managers to urgently respond to
their manufacturing technological requirements. Our findings have shown that the manufacturing decision
made in technological knowhow has enabled Nigerian SMEs to appropriately select their manufacturing
processes, products designs, equipment, machinery, and material that will function with their chosen
technology, be it the automation of the factory plants. The research findings support the studies of Baines
et al (1999) which states that although a technological decision has enabled manufacturing businesses to
choose their process and product designs, it can be quite challenging sometimes to choose the right
technology without having an expert knowledge. While the importance of technology in manufacturing
decisions have been established, the is a challenge for Nigerian SMEs due to a harsh macroenvironment
that includes, import costs for capital equipment, exchange rate volatility, and limited access to finance, all
of which combined increases the cost of technology acquisition to meet innovation requirements (Obembe
and Soetan, 2015).

5.6 Budgeting and Resource Allocation

Our findings on budgeting decisions among SMEs reveal a common absence of explicit budgeting relating
to innovation investment, even though financial management orientation vary internally. However,
excepting innovation, the findings are similar to the studies of Schlegel et al (2016) which show that
manufacturing budget decisions are made to enable SMEs make investments and allocate resources to
support their manufacturing operations. Budgeting decisions have enabled Nigerian SMEs to support their
manufacturing operations and manage their expenditures.

The framing of budgeting as the rationing of resources during scarcity reflects the reality that plagues the
development and operations of SMEs (Beck, Demirgiic-Kunt and Maksimovic, 2005). For instance, the
cost-cutting decision in response to underperformance discourages innovation, which has been similarly
argued by Hamel and Prahalad (1994) that those factors that are most vulnerable to cost-reduction
measures, are those needed for maintaining competitive advantage, e.g., technologies, skills, innovation
infrastructure. It is established that the allocation of resources in Nigerian manufacturing SMEs is dictated
by the profitability of the current period. The implication is that there is a misalignment between the
investment requirement that stimulates innovation and transformation, and the budget architecture of the
SME:s.

5.7 New product Development

New products manufacturing decisions are very complex, as it can make or mar the manufacturing
businesses. The making of manufacturing decisions to develop new products is strategic to Nigerian SMEs
in both meeting their market demands and giving them the competitive edge. The research findings have
shown that Nigerian SMEs make innovative manufacturing decisions to enable them to deliver new
products to meet their market needs. The findings concur with O’Sullivan (2002) and O’Sullivan et al (2011)
who stated that innovation is useful in improving the production process and in improving the competitive
advantage of manufacturing firms. Innovation in the manufacturing process of SMEs has been linked to
process technology and the manufacturing concept of lean manufacturing, agile manufacturing and just in
time (JIT), which enabled manufacturing businesses to eliminate waste (Schroeder ez af., 2011).

Our findings identified three distinct positions of the development of new products that included a product
renewal and cost-reduction strategy, a market-driven product development strategy, and a product
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innovation-driven strategy. In the first strategy, old product designs are replaced with new products that
has been developed. The new products still possess the same quality and performance level but developed
at a lower cost. The second strategy is driven by market opportunities and customer demands. New
products are developed based on the expectations of the market and will be adapted to meet changing taste
of consumers. However, the third strategy is not driven by the need to lower costs or meet customer
demand, but rather for differentiation and to build market position. New products are developed based on
innovative ideas that will help SMEs remain competitive and generate revenue. Findings from our studies
have been confirmed by other studies such as Yan et al (2017) who explained that new products are made
from strategic decisions, by manufacturing organisations to meet their market demands and to create a
competitive advantage. Our findings also identify with Porter’s generic strategies (Porter, 1985). The focus
on lower costs mirror cost leadership that uses efficiency and supply chain optimization to maintain
strategic advantage. On the hand our innovation-driven strategy directly mirrors the differentiation strategy
which focuses on building unique products through product design and quality.

6.0. Conclusion

The purpose of the paper and the empirical study presented here, was to gain an in-depth insight of the
decision process and practice of Nigeria manufacturing SMEs in their ability to innovate and transform.
Drawing on qualitative data from 17 SMEs, we identified eight decision domains that play an important
role in Nigerian SMEs, which include production control, human resource management, plant size and
capacity, machinery, budgeting and financial resource allocation, plant location, technological knowhow
and new product development.

This study contributes at the level of innovation theory, as it provides a qualitative and operational evidence
on how technological capability, absorptive capacity, and technological capability are managed in the
specific context of manufacturing SMEs in Nigeria. Our finding that technology decision complexity,
equipment deficits, and the absence of formal processes in developing new products are collectively
responsible for the constrains observed in the development of innovation capability, contributes to a
grounded understanding of technological learning and absorptive capacity in the sub-Saharan African
emerging economy context, which is now an extension of the theories beyond the study of advanced
economies, and large-firms that are the predominant case studies.

Empirical evidence in the findings have shown that manufacturing SMEs like most other organisations in
the emerging economies have many operational inefficiencies that hinder their abilities to innovate,
transform and compete. These operational and process inefficiencies have major effects on the
manufacturing decision of productivity, innovation, and flexibility to compete with the products from other
emerging nations. The findings presented in the paper have empirically increased the body of knowledge
and practice in manufacturing SMEs in understanding decision to innovate and transform. This has possible
implications for managers, policy maker and other business practitioners in the field of manufacturing
operation and production management. Emerging economy government policies should be directed
towards measures to address the technological challenges, to improve the innovative abilities of
manufacturing SMEs.
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