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ABSTRACT  

Organizational capabilities are seen as the firm context in which the 

organization members work in order to contribute to growth of the firm. 

Thus, inadequate organizational capabilities have resulted to numerous 

problems for many Small and Medium Enterprises (SMEs) with growing 

difficulties in their ability to perform and attain sustainable growth. 

Numerous researches relating to organizational capabilities and firm’s 

growth have been conducted in the literature but none of these have 

examined the implications of organizational capability on firm’s growth. 

This research therefore examined the implications of organizational 

capability on firm’s growth, its implications of SMEs in Anambra State. The 

research employed a descriptive research design. The study population was 

one hundred and fifty-two business owners and managers of selected SMEs 

in Anambra State. Complete enumeration was used. Primary data was used 

and was collected using questionnaires. The questionnaire was validated 

using face and content validity. Reliability of the instrument was done with 

Cronbach Alpha indicates high internal consistency. Data collected was 

analyzed using correlation analysis. Findings from the study indicated that 

research and development capability have no significant positive 

relationship on firm’s growth, while human resource capability has a 

significant positive relationship on firm’s growth. The study concluded that 

organizational capabilities are key success factor for driving firm’s growth 

among SMEs in Anambra State, Nigeria. The study recommended that for 

SMEs to achieve sustainable growth, business owners and managers should 

increase their degree of firm’s interaction with the environment and add 

more value to human resources capability. 
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I. INTRODUCTION 

The fundamental question in entrepreneurship is how firms 

attain growth and maintain a competitive advantage. 

Organizational capabilities have important implications for 

business performance for gaining a sustainable competitive 

advantage. The market-driven business sector has developed 

a high level of six key marketing capabilities (in market 

research, pricing, product development, channel, market 

promotion and market management) compared to their less 

rival business units’ market-driven in the four enterprise 

performance metrics, viz. growth, value, customer 

satisfaction and flexibility [1].  

Firms with high adaptability probably have better 

performance than low adapters, despite the high cost and 

inefficiency [2]. Moore & Fairhurst [3] opined that short-term 

product life in the retail business presents a number of 

challenges for the retail industry. To survive in this industry, 

it is important that the participant develops and maintains the 

necessary business capabilities. In other words, the most 

unique feature of market-oriented firms is their management 

of market capability and customer relationship.  

Therefore, organizational capabilities are the ability of 

firms to manage its resources efficiently; it is very much 

involved in the planning process and effectively 

implementing the strategic decision-making process to attain 

the required results [4]. The development of organization 

capabilities is to help firms manage environmental turbulence 

and tends to improve firm growth. Vorhies & Morgan [5] 

argued that a strong firm cannot consider having growth 

without first seeing its survival and sustainability in the 

market. Thus, for growth to occur, firms must survive its 

crises as an organization. To support this argument, Teece’s 

[6] study emphasized that the primary importance of 

organizational capabilities is for the sustainability and growth 

of the firm. Weerawardena [7] posits that developing 

capabilities will help firms to sustain its business and attain 

higher performance.  

Organizational capabilities besides being a source of new 

wealth for a firm provide stable tools for the firm’s planners. 

These capabilities allow for the initiation and transformation 

of economic systems with robust regulation. Thus, Lopez, [8] 

asserted that dynamic capabilities are key to success in 

promoting the strategic planning of the future of the firm. As 
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managers become more in charge for making their own 

decisions, a clear understanding of the power and usefulness 

of the firm is needed in order to attain organizational growth 

and competitive advantage [9].  

Innovative core assets (research and development, 

manufacturing, and marketing) alone cannot lead to 

sustainable growth. Instead, complementary innovation 

assets (learning, research, organizational resource allocation 

and strategy planning) not only bring the company’s 

technology into any powerhouse, but also help the firm make 

sustainable competitive advantage. In this vein, the purpose 

of this study is to investigate effect of organizational 

capabilities on firms’ growth among selected SMEs in 

Anambra State Nigeria.  

A. Statement of the Problem 

As global industries expand, new opportunities exist for 

less developed countries to adapt their firms to global 

profitability. Nigeria is undoubtedly among the countries that 

have not made the most of the window of opportunity of 

globalization. This is often a problem where the business 

environment in which it operates creates a number of 

challenges that prevent managers. The success or failure of 

any business depends on the knowledge and understanding 

around the business. This is because no manager can set up a 

successful business plan regardless of economic, political, 

social, and technological factors.  

Managers now face challenges in businesses which require 

firms to build new capabilities owing to globalization. There 

are growing concern now about the processes and the 

technology as well as increasing power and customer 

satisfaction. Managers also face the problems of ensuring that 

they take advantage of what information technology has to 

offer and make it an integral productive part of their work 

environment. When a manager could not comprehend his 

role, could not assign duties, even when he knows, has the 

authority to perform the task, poses a challenge to his firm 

and will confront difficulties to motivate employees to give 

all their energy and efforts to increase productivity. Paucity 

of technical, human and conceptual skills arising from the 

background of the manager constitutes another major 

problem of managers and owners of SMEs in Anambra State. 

A manager without these skills finds it difficult to come up 

with new ideas, think critically and explain and apply non-

existent ideas to strengthen growth of firms. These can be 

noted that these are some of the problems inherent in this 

research.  

B. Objectives of the Study  

The major objective of this study is to examine the effect 

of organizational capabilities on firms’ growth among 

selected SMEs in Anambra State, Nigeria. However, the 

study specifically:  

1) Examine the effect of research and development 

capability on firm’s growth of selected SMEs in 

Anambra State Nigeria.  

2) Assess the effect of human resource capability on 

firm’s growth of selected SMEs in Anambra State 

Nigeria.  

 

II. REVIEW OF RELATED LITERATURE  

A. Organizational Capabilities 

The capabilities of the organization have been defined in a 

number of ways. The capabilities of the organization employ 

three different capabilities that include motivation to take a 

particular action, ability to take action and any understanding 

of the competitive environment throughout the organization 

[10]. From the review of the literature on capabilities, 

research has been done in three functional areas of the firm 

which include operations, customer service and product 

development. Operational capability is the ability of the firm 

to provide customers with the products we can rely on and 

thus provide them with services provided at competitive 

prices. Customer service capability is the ability of the firms 

to understand the requirements of different markets. Product 

development capability is the ability to deliver quality 

products by focusing on innovation.  

Thus, an organizational capability is simply meaning the 

ability to perform or achieve certain actions or results. This 

means the ability of business to use competitive strategy that 

allows it to survive and maximize the value of its operating 

time. They specialize in firm’s assets, resources, and market 

position, projecting how well it will be ready to employ 

strategies within the future. There is no single approach or 

universal measure for understanding capabilities. Consistent 

with Smallwood & Ulrich [11], organizational capabilities 

emerge when a firm delivers on the combined competencies 

and skills of its individuals. Organizational capabilities 

enable firms to show its technical know-how into results. The 

power of a firm to work its day-to-day business also grows, 

adapt, and seek competitive advantage within the market 

place. Thus, the concept of capability has been extended into 

that of dynamic capabilities [12].  

If organization wants to enhance its strategy execution rate, 

the primary place to start out is to agree on what really 

constitutes organizational capabilities. Capabilities comprise 

the power and capacity of a corporation expressed in terms of 

its human resources (quality, number, skills, and experience), 

physical and material resources (machines, land, and 

buildings), financial resources (money and credit), 

information resources (knowledge, databases) and 

intellectual resources (copyrights, designs, and patents etc.). 

According to Gill & Delahaye [13] organizational capability 

is defined as the knowledge base that supports competitive 

advantage through innovation and the change achieved by 

building balance between the skills of individuals. Kelchner 

[14] sees organizational capability as the firm's ability to 

manage resources (such as employees) effectively to benefit 

more than its competitors. The firm's organizational 

capability must specialize in the business ability to meet the 

needs of the customers.  

In an effort to define the capabilities required to create a 

new investment potential, managers and business owners 

must ensure that capabilities flow within the framework of 

the firm's strategic plan. The goals, feedback and business 

model of the firm must be well coordinated with the idea of 

the capabilities of the firm. The speed at which a firm can 

grow is, to a large extent, determined by the pace at which it 

can create and process its capabilities in response to the 

challenges encountered in a changing market. Organizational 
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capability plays a major role in the firm’s strategy; hence it 

helps to attain competitive advantage. This can be viewed 

when organizations create new energies and develop existing 

ones; they tend to retain profits more than competition. 

Customer relationships will be improved which will enable 

the brand to continue to thrive in the market. Day [15] rightly 

observed that the relationship between the organization and 

its customers, such as organizational capability, affects sales, 

loyalty and reputation and business in the future.  

Cognitive management with organizational capabilities 

perspectives are also used to determine two important 

capabilities namely knowledge infrastructure and 

information systems. The firm should utilize the existing 

knowledge to create new knowledge and capabilities the 

process termed as absorptive capacity the study revealed 

technology, structure, and culture as knowledge 

infrastructure capability dimensions under knowledge 

process capability the study revealed the dimensions as 

acquisition, conversion, application, and protection. The firm 

must utilize existing knowledge to create new knowledge and 

capabilities that the process called as absorptive capacity that 

the research revealed technology, structure, and culture as 

dimensions of knowledge infrastructure capability under 

knowledge process capability research revealed the 

dimensions as acquisition, conversion, application and 

protection. Both knowledge infrastructure and information 

systems influence organizational capabilities [15]. Knight & 

Cavusgil [16] explored the linkage between organizational 

capabilities, knowledge & innovation to understand its 

influence on the early adoption of internationalization and 

performance of born global firms. Sharma & Vredenburg [17] 

pointed out the introduction of a unique organizational 

capability is the response to a well-developed environmental 

response system developed at this organization. 

Organizational environmental strategies do a great job of 

achieving strong competition by developing highly 

competitive design capabilities.  

B. Firm Growth  

Firm growth is a rise within the number of desirable 

outcomes like sales, revenue, employment output, size, etc. It 

is also seen as an improvement in form and substance thanks 

to developmental processes even as it is in natural systems, 

wherein internal shifts cause increase in size and changes in 

the properties of the study element [18]. Nelson & Winter 

[19] posit that growth is evidence of an optimal mix of the 

resources, competencies and daily activities of the firm. Most 

empirical literature has a bias for sales as a measure of growth 

because it is a pointer to assets growth and employee growth 

[20]. However, human resource is the key to promoting 

organization; since it will emerge as a business entrepreneur 

helping executives build a better organization not only for 

today, but for tomorrow and beyond.  

Numerous researchers e.g., [21], [22], have listed the 

determinants and barriers to firm’s growth. The determinants 

increase growth and are classified into three broad areas, 

namely: individual factors that include "personality traits, 

need for achievement, risk-taking, position of control, self-

efficacy, extraversion, motivation for growth, personal 

abilities and personal background"; organizational 

determinants include firm characteristics, firms strategies, 

firm-specific resources, organizational structure, and 

dynamic capability; the latter factors are “environmental 

factors” consisting of “environmental dynamics, 

heterogeneity, hostility, and materiality” [21].  

Storey [23] detailed the factors influencing the growth of 

SMEs firms into: (1) entrepreneur’s resources, (2) the firm 

and, (3) strategy. Specifically for clusters, Rosenfeld [24] 

argued that the economic success of business clusters 

depends on 3Cs – Concepts, Connections and Competencies. 

Concepts factors are innovation, imitation and competition, 

entrepreneurial energy. Connections factors include 

networking and networks, connections, and intermediaries; 

while competencies include specialized workforce, industry 

leaders’ attitudes, talent, and tacit knowledge.  

C. Theoretical Framework  

This study is based on the resource-based theory. This 

theory emphasizes that the competitive advantage and high 

performance of an organization can be explained by 

exceptional ability [25]. The concept of resource-based view 

(RBV) as the basis for competitive advantage lies basically 

on the deployment of valuable or intangible resources in the 

hands of the firm. In order to make short-term competition 

sustainable, a variety of these components are required. This 

actually translates into valuable resources that cannot be 

imitated or replaced without much effort [26].  

Strategy is viewed as any unique adjustment that a firm 

makes between its internal resources and the skills and 

opportunities, and threats created by its external environment. 

The firm's resources and capabilities are the key 

consideration in strategy formulation; they are the foundation 

on which a firm can base its identity and formulate its 

strategy. The key to a resource-based approach to formulating 

a strategy understands the relationship between resources, 

capabilities, and competitive advantage. This theory is of 

great interest to management and many texts. It describes the 

ability to maximize competitive advantage when the 

equipment is managed so that competitors are unable to 

measure their results, leading to competition problems. It 

underscores the fact that a firm maintains the value of 

competition due to the wealth of its unique, small, valuable, 

unparalleled, undisputed, and well-defined industry.  

D. Conceptual Framework  

 
Fig. 1. Conceptualization of Organizational Capability on Firm’s Growth  

Source: Researcher, (2021).  

E. Empirical Review 

Asikhia, Makinde, & Olowoporoku [27] investigated the 

role of organizational capabilities in the competitiveness of 

selected hotels in South-west Nigeria. The study employed 
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cross-sectional survey research design. The collected data 

were analyzed using descriptive and inferential (multiple and 

hierarchical regression) statistics. Findings from the study 

showed that organizational capabilities had significant 

positive effect on competitiveness of selected hotels in 

Southwest Nigeria. The study concluded that corporate 

culture, managerial knowledge, human capacity, and 

innovation management are key resources for driving 

competitiveness of hotels in Southwest Nigeria. López-

Cabarcos, Oliveira-Monteiro & Vázquez-Rodríguez [28] 

examined the association between organizational capabilities, 

business strategy, and profitability in the Portuguese textile 

industry. The data were analyzed in different relationships 

using a structural equation model (SEM). The findings of the 

research emphasized the relevance of the choice of the 

business strategy as a partial mediator between the 

organizational capabilities and the profitability, a point that is 

necessary in comprehending organizational success and how 

resources and capabilities contribute to the process.  

Zehir & Zafer [29] investigated the effect of organizational 

capabilities on business performance. Data were collected 

from 456 owners and senior managers of 121 firms. The 

hypotheses were tested using regression analysis. The result 

revealed that increasing in the level on organizational 

capabilities has positive effect on business performance. 

Akaegbu & Usoro [30] thoroughly researched the capability 

and strategy in firms. It embraces the process of 

documentation of important literature, making the research 

process more compelling and descriptive. The study revealed 

that there are nine procedures outlined in the strategy 

formulation process; the five essential capabilities and three 

levels of strategy were also noted. Emphasis was placed on 

the need for organizational capability, as well as its location 

and implementation of the plan.  

Waribugo & Onuoha [31] examined the association 

between organizational learning capability and growth of 

auto parts manufacturing firms in Nnewi, and to ascertain the 

moderating role of perceived organizational support. The 

study revealed that access to risk taking does not result in 

greater growth; interaction with the environment serves as 

triggers for growth. The research has also shown that 

perceived organizational support moderates the relationship 

between organizational learning capability and growth.  

 

III. METHODS 

This study made use of descriptive research design. The 

study population was drawn from the selected SMEs in 

Anambra State. The study conducted a census of all the 152 

business owner/managers of the selected SMEs from the 

target population. Complete enumeration was adopted and so 

there was no need for sampling as all the selected SMEs were 

used. Primary data was used and was collected using 

questionnaires. The questionnaire was validated using face 

and content validity. Reliability analysis run with Cronbach 

Alpha indicates high internal consistency. Quantitative data 

analysis conducted using SPSS. Quantitative data was 

analyzed using correlation analysis.  

 

IV. STATISTICAL RESULTS AND DISCUSSION  

A. Hypothesis One  

Research and development capability has a significant 

positive relationship on firm’s growth of selected SMEs in 

Anambra State Nigeria.  

 
TABLE I: CORRELATION ANALYSIS FOR RESEARCH & DEVELOPMENT 

CAPABILITY AND FIRM’S GROWTH  

Correlations 

 REDECA FIRGOW 

REDECA 

Pearson 

Correlation 
1 0.174** 

Sig. (2-tailed)  0.000 

N 152 152 

FIRGOW 

Pearson 

Correlation 
0.174** 1 

Sig. (2-tailed) 0.000  

N 152 152 

**. Correlation is significant at the 0.01 level (2-tailed). 

REDECA = Research & Development Capability. 

FIRGOW = Firm Growth. 

 

The correlation analysis carried out between research & 

development capability and firm’s growth of selected SMEs 

in Anambra State Nigeria. The correlation coefficient 

obtained was 0.174 which shows a low positive relationship.  

 
TABLE II: SIGNIFICANCE TEST FOR HYPOTHESIS ONE  

N Cal. R df Crit. r. Remark 

152 0.174 150 0.208 Not Significant 

 

Table II indicates the test of significance for hypothesis 

one. It revealed that at 0.01 level of significance and at 150 

degrees of freedom, that the critical r is 0.208. The calculated 

r (0.174) is less than the critical r (cal. r 0.174 > crit. r 0.208) 

therefore, the result did not support the hypothesis.  

This result might be these reasons. First, it may occur that 

some SMEs have inadequate research and development 

expenses compare to their rivalries, so that such research and 

development costs may not lead to the expected innovation, 

which consequently does not improve the firm’s market 

growth. Also, research and development capability is likely 

to be more imitable and mobile; thus based on the absence of 

fully functional markets for innovation, larger firms may be 

better at spreading the fixed costs of research and 

development over huge sales. Larger firms may also be able 

to exploit economies of scale in the conduct of the research 

and development activity itself [32].  

B. Hypothesis Two  

Human resource capability has a significant positive 

relationship on firm’s growth of selected SMEs in Anambra 

State Nigeria.  

The correlation analysis carried out between human 

resource capability and firm’s growth of selected SMEs in 

Anambra State Nigeria. The correlation coefficient obtained 

was 0.628 which shows a positive relationship.  
 

TABLE III: CORRELATION ANALYSIS FOR HUMAN RESOURCE CAPABILITY 

AND FIRM’S GROWTH  

Correlations 

 HURECA FIRGOW 

HURECA 

Pearson 

Correlation 
1 0.628** 

Sig. (2-tailed)  0.000 

N 152 152 
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FIRGOW 

Pearson 

Correlation 
0.628** 1 

Sig. (2-tailed) 0.000  

N 152 152 

**. Correlation is significant at the 0.01 level (2-tailed). 

REDECA = Human resource capability. 

FIRGOW = Firm Growth  

 
TABLE IV: SIGNIFICANCE TEST FOR HYPOTHESIS TWO  

N Cal. R df Crit. r. Remark 

152 0.628 150 0.208 Significant 

 

Table IV indicates the test of significance for hypothesis 

one. It revealed that at 0.01 level of significance and at 150 

degrees of freedom, that the critical r is 0.208. The calculated 

r (0.628) is greater than the critical r (cal. r 0.628 > crit. r 

0.208) therefore, the result supported the hypothesis.  

This result lend support to Goold & Quinn [33] findings, 

that human resources are principal mechanism by which 

managers integrate the behaviour of individuals to align with 

the interests of the firm. Thus, human resources management 

has great effect on firm’s growth. Ulrich & Lake [34] posit 

that firm’s human resources may be its most important and 

sustainable assets.  

 

V. CONCLUSION AND RECOMMENDATIONS  

Based on the findings of this study, it was concluded that 

research and development capability have no significant 

positive relationship on firm’s growth of selected SMEs in 

Anambra State Nigeria. The study also concluded that human 

resource capability has a significant positive relationship on 

firm’s growth of selected SMEs in Anambra State Nigeria. 

Therefore, in order to adapt to changes in the dynamic 

environment and the changes in firms’ strategies, SMEs need 

to build the capacity necessary to constantly change their 

identity or threats that could drive out the market or industry. 

Organizational capability is a critical success factor and part 

of a firm’s competence, and its development is in line with 

the resource-based theory.  

In view of this, there was an urgent need for firms to 

embrace strategies that would lead to growth. In order to 

enhance growth, managers of SMEs should increase the 

degree of firms’ interaction with external environment 

through research and development and by establishing more 

linkages and deepening the flow of information and ideas 

among related firms, both locally and abroad. The study also 

suggested that firms should invest more in human resources 

than in their competitive environment.  
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