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Abstract  

This study examines the influence of parameters of organizational culture on 

the performance of SMEs, with particular reference to the sub-manufacturing 

sector of SMEs in the state of Osun, Nigeria. The sampling method used was a 

proportional random sampling of the five cities in the study area. For the same 

sample size, 20% of the total number of SMEs in the five cities were selected. 

And the samples were selected using random samples generated by the 

Microsoft Excel application package. A total of 202 participants participated 

in the study. A systematic questionnaire was used to gather relevant information 

from study participants. Pearson Moment correlation and a regression model 

were used to analyze the data. The results show that the parameters of the 

organizational culture of the sub -manufacturing sector of SMEs together have 

a significant impact on the performance of the company. In addition, the study 

also found that bureaucratic culture, clan culture, entrepreneurial culture, and 

market culture independently of each other have a positive and significant 

influence on the performance of SMEs. The effect of each organizational culture 

parameter was positive, which means that every increase in unit level in each 

organizational culture parameter appears to be a competitive advantage for 

SMEs 
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Introduction  

In today's globalized competitive markets, innovative business features short 

product life cycle, increasingly new product launches, more knowledgeable, 

well-trained and sophisticated customers, and above all, increasing competition, 

so that companies Strive to gain a competitive edge over rivals. One reason for 

the popularity of corporate culture is the significant relationship between the 

concept and its results, competitive advantage, company effectiveness and 

financial performance (Tidor, Gelmereanu, Baru and Morar, 2012). Kissack and 

Callahan (2009) argue that many scholars have found that culture can only 

thrive if it succeeds in adapting to climate change. Ogbor (2012) emphasizes 

that corporate culture has been a key topic of management and business research 

for the past few decades, and its impact on organizational and personally desired 

outcomes such as commitment, loyalty, transaction intent and satisfaction. 

Falls. Research has confirmed that organizational culture can play an important 

role not only in changing, guiding and demonstrating but also in influencing the 

organization's thinking, feeling, communication and performance (Ohiorenoya, 

2013). Bellou (2010) defines organizational culture as all the interactions of 

employees within the organization and the meaning that employees engage in 

these behaviors. The culture of an organization includes elements such as 

language, gestures, vision, rhetoric, symbols, empathy, beliefs and actions.  

These routine practices are imparted and taught to new members of the 

organization so that they can perceive, think and practice. Corporate culture 

influences employees, individuals and groups in a variety of ways by interacting 

with one another, with stakeholders and customers. According to Dwirantwi 

(2012), organizational culture comprises the attitudes, experiences, beliefs and 

values of the organization acquired through social learning that control how 

individuals and groups in the organization interact with people. An 

organization's culture encompasses everything it does and what it does. That 

said, it not only affects the way managers manage (and thus shape the behavior 

of employees), but it also affects the way the organization treats its products and 

provides services to its customers. Dwirantwi (2012) argues that the main 

competitive advantage of successful organizations is their culture. His studies 

are an essential part of organizational development, that is, the process by which 

an organization develops its internal ability to do its work as effectively as 

possible and to sustain itself over the long term. Previous studies have shown 

that despite the introduction of an organizational culture in most organizations 
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to drive business performance, the impact on productivity is still small because 

people are unpredictable 

However, the relationship between organizational culture and performance in 

the manufacturing subsector of SMEs remains largely unexplored, especially in 

Nigeria. This study intends to fill the existing gap in literature by examining 

effect of organizational culture on SMEs’ performance in Osun, State, Nigeria. 

This current study warrants details especially now most Africa Nations, Nigeria 

inclusive are driving at Sustainable Development Goals of 2030. 

 

Theoretical framework and Hypotheses Development  

The concept of organizational culture has collected a considerable amount of 

research since the 1980s. Prior to the concept's appearance in the literature, the 

concept of organizational climate was common in the organizational and 

administrative literature of the 1960s and 1970s. The terms climate and culture 

were used interchangeably until the concept of organizational culture became 

established as a unique field of study (Hofstede, 2011). The dissemination of 

this concept is largely due to books such as "Excellent Company" (Ezekiel & 

Darius, 2012), "Corporate Cultures” by Deal and Kennedy (1982), and "Theory 

Z by Ochi" (1981).  It has a significant impact on the organization in areas such 

as performance and employee-related aspects(Lunenburg & Ornstein, 2011). In 

fact, several authors have extensively studied the importance of organizational 

culture in an organization (Alvesson, 2002; Cameron & Quinn, 2011). Despite 

the fact that organizations always have cultures, managing these cultures has 

been a difficult and ambiguous challenge for business leaders (Edwinah, 

Mildred, & Roberta, 2013). Cameron and Quinn (2011) argue that 

organizational culture is strongly associated with an organization's uniqueness, 

its values, its mission, its goals, its goals, and the way it builds shared values. 

In addition, organizational culture represents an abstract and undeniable system 

of beliefs that governs the behavior of an organization. However, these beliefs 

are neglected and rarely publicly stated or discussed (Schein, 2004). Hofstede 

(2011) used a six-dimensional framework to describe organizational culture: 1) 

action-based vs. result-based (meaning-based vs. goal-based). This aspect is 

more closely related to the effectiveness of the organization. The action-

oriented culture focuses on how it works, it is more concerned with technical 

and bureaucratic routines, while the outcome-oriented culture is more 

concerned with the results, where employees are asked.  
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There have been many studies and theories about the relationship between 

organizational culture and the performance of organizations in Nigeria and 

other countries.  For example, review the relationship between organizational 

types and performance in universities approved by the Nigerian University 

Commission (NUC) approval process in Ohiorenoya and Eboreime (2014) 

Nigeria and select six (6) universities. Which are recognized as two federal 

universities. Ranked into two state universities and two private universities 

based on ownership and age criteria. Random sampling and convenience 

sampling were used. The workforce at the six universities was 13,822. 

Questionnaires were distributed among 389 respondents. Variation and 

Analysis (UNOVA) was analyzed to analyze the data. The results show that 

differences in organizational culture have led to differences in organizational 

performance. Owoyemi and Ekwoaba (2014) review  the strong organizational 

culture that use as a tool to control, motivate and improve employee 

performance in the selected government agencies of the state of Lagos. The 

structured questionnaire formed an important tool. It was managed by more than 

120 employees of the staff departments of these institutions.  This study 

indicates that organizational culture is ambiguous and can lead to closure of 

mind and restriction and reduction of autonomy. 

Fakhar, Zahid and Muhammed (2013) analyze the general impact of 

organizational culture, directly or indirectly, on the work performance of 

employees. The overall results support the view that organizational culture has 

a significant positive impact on the job performance of employees at selected 

software companies in Pakistan. Employee participation is the most important 

factor in achieving the organization's goals. Olanipekun, Aje and Abiola-

Falemu (2013) verify if the organizational culture has any effect on the 

performance of the companies surveyed quantitatively. Studies show that 

organizational culture influences the performance of quantitative survey 

companies in the areas of reward, sustainability, competitiveness, and 

performance orientation. Alharbi and Alyahaya (2013) examine the impact of 

organizational culture on employee performance. The results showed that the 

values and norms of an organization were based on relationships with 

employees. The objective of an organization is to increase the level of 

performance through the design of strategies. The performance management 

system is measured by the Balance Scorecard and is identified by understanding 

the potential of the nature and culture of an organization's system. Edwinah, 
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Mildred and Robert (2013) examined the impact of corporate culture on 

organizational performance. The result indicates that corporate culture is said 

to have benefited many organizations if properly managed and nurtured. 

Edwinah (2012) examines the impact of corporate culture on organizational 

effectiveness in the banking industry. The findings suggest that adaptability 

positively affects organizational profitability and market share. There is no 

significant relationship between organizational adaptability and productivity. 

Shared mission, employee engagement, and shared value (sustainability) are 

positively related to profitability, productivity, and market share. 

Ezekiel and Darius (2012) examine the impact of four corporate cultural 

variables: participation, consistency, adaptability, and mission on employee 

involvement in the organization. The study found that engagement and 

adaptability were highly correlated with engagement, but consistency and 

mission were not. Aftab, Rana and Sarwar (2012) found that role-based 

performance. We are investigating the impact of corporate culture on. The 

authors decided to apply this survey to Pakistan's banking sector. Research 

results confirm that cultural effects are positively associated with work 

performance. Medina (2012) investigated the question of job satisfaction and 

intent of change, and how organizational culture relates to it. He found that 

satisfaction with the organizational culture established in the workplace was 

associated with job satisfaction and fluctuating intent. Sinha and Arora (2012) 

identify, evaluate and measure a culture that is suitable for business excellence. 

Results have a strong average of seven aspects (innovation, communication, 

environment, humanitarian workplace, engagement, systems, results-oriented) 

(> 75%) and the remaining eight aspects (leadership, structure, work). 

Performance, planning, personal development, socialization on entry, conflict 

tolerance, cross-sectoral cooperation) were moderate (50-75%). Suppiah and 

Sandhu (2012) found that the type of organizational culture has a positive or 

negative impact on tacit knowledge exchange behavior, depending on the type 

of culture. Negative impacts indicate that not all cultural contributions to an 

organization are positive. For example, a strong corporate culture can be an 

obstacle to organizational change. As a result, prior studies lead to the following 

hypotheses: 

H0I:  Bureaucratic culture has no significant effect on business performance in 

the SMEs sub-manufacturing sector. 
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H02:  Clan culture has no significant influence on business performance in the 

SMEs sub-manufacturing sector. 

H03:  Entrepreneurial culture has no significant influence on business 

performance in the SMEs. 

H04:  Market culture has no significant influence on business performance sub-

manufacturing sector in the SMEs sub-manufacturing sector. 

 

Table 1: The list of hypotheses with literature support 

Hypothesis Relationship Effect Literature Support 

H1 BC → SP (+) (Suppiah and Sandhu, 2012) 

H2 CC → SP (+) (Aftab, Rana and Sarwar, 

2012) 

H3 EC → SP (+) (Ezekiel and Darius, 2012) 

H4 MC→ SP (+) (Olanipekun, Aje and Abiola-

Falemu, 2013) 

 

As a result, following the proposed research model (Figure 1) was investigated 

and hypotheses (Table 1) were tested.  

 

 

 

 

 

 

 

 

 

 

Figure 1: Research Model 

Source: Designed by researchers 

 

Research Methodology 

 

Research Design: The study adopted a descriptive research design. Mugenda 

and Mugenda (2003) describe descriptive research design as a systematic, 

empirical inquiring into which the researcher does not have a direct control of 
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independent variables as their manifestation has already occurred or because 

they inherently cannot be manipulated. 

The population of the Study: The population of the study comprised of all one 

thousand and ten (1,010) SMEs registered with the Manufacturers Association 

of Nigeria and operating in Osun State, Nigeria.  

Sampling Procedure and Sample Size: The sampling technique used was a 

proportional random sampling of the five cities in the study area. In order to 

have a uniform sampling size, 20% of the total number of SMEs in each of five 

cities was sampled. And the samples were chosen using simple random 

sampling generated by the Microsoft Excel application package. With this 

approach, it was possible to generalize the conclusion from the findings of this 

study to the population of SMEs in Osun State. The total sample size for the 

study was 202 respondents.       

Data Collection Instruments: A structured questionnaire was used to collect 

relevant information from the study’s participants. The scales were designed 

with a 5-item Likert scale from 1 =  strongly disagree, to 5 = strongly agree. 

The bureaucratic culture, clan culture, entrepreneurial culture, and market 

culture scale were driven from the work of Hellriegel, Slocum, and Woodman 

(2001). A reliability test was employed to verify the internal consistency of the 

data (see Table 2). Pearson Moment correlation and regression model were used 

to analyse the data.  

Table 2. Reliability of Variables 

Variables  Items  Cronbach's Alpha Coefficient  

Bureaucratic Culture  7 0.78 

Clan culture 5 0.81 

Entrepreneurial culture 5 0.89 

Market Culture 5 0.90 

 

Results and Discussion 

Table 3: Relationship between variables 

Model  Mean  SD r-value p-value Remark  

Bureaucratic culture  

Clan culture  

Entrepreneurial culture  

Market culture   

4.4385 

4.4462 

4.5385 

4.5577 

0.6024 

0.5566 

0.6129 

0.5964 

0.606** 

0.364** 

0.583** 

0.867** 

0.000 

0.000 

0.000 

0.000 

S 

S 

S 

S 

S= Significant; **= significant at 1% level 
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Source: Data Analysis 

Table 3 shows that organizational culture parameters (bureaucratic culture, clan 

culture, entrepreneurial culture, and market culture) were significantly related 

to the SMEs’ performance. The result reveals that bureaucratic culture (r = 

0.606** ), clan culture (r = 0.364**), entrepreneurial culture (r = 0.583**), and 

market culture (r = 0.867**)  were positive and significant related with the 

SMEs’ performance. The relationship was positive, meaning that organization 

culture parameters independently have favourable influence on SMEs’ 

performance.   

Furthermore, the result indicates that market culture has more influence on 

SMEs' performance, while clan culture has low influence. The influence of each 

of the organizational culture parameters was positive, meaning that any unit 

increase in any organizational culture parameter, the SMEs seem to a 

competitive advantage. 

 

Table 4: Results of regression analysis 

Model    R  R2 Adjusted R2 Std error of 

the estimate  

Sig.  

1 0.878 0.771 0.768 0.28745 0.000 

Explanatory 

variable  

β  Std 

error  

t – value p- value  Remarks  

Constant  0.341 0.175 1.950 0.052 Ns   

Bureaucratic 

Culture  

0.099 0.042 2.378* 0.018 S 

Clan culture 0.018 0.032 0.468 0.641 Ns  

Entrepreneurial 

culture 

0.115 0.037 3.978* 0.002 S  

Market Culture 0.737 0.039 18.742** 0.000 S  

S = Significant, NS = Not significant, ** = significant at 1% level, * = 

significant at 5% level 

Source: Data Analysis 
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 Table 4 indicates that bureaucratic culture (β = 0.099, t = 2.378*, P<.05) 

independently and significantly influenced SMEs’ performance. This implies 

that bureaucratic culture is a major determinant of SMEs’ performance.  Result 

also reveals that clan culture (β = 0.018, t = 0.468, Pns) has positive effect on 

SMEs’ performance but not significant. This implies that clan culture in SMEs 

is at a developing stage in Nigeria. Result also shows that entrepreneurial 

culture (β = 0.115, t = 3.978*, P<.05) independently and significantly 

influenced SMEs’ performance. The relationship was said to be positive, which 

implies that entrepreneurial culture is an important impetus of SMEs’ 

performance. Result also indicates that market culture (β = 0.737, t = 18.742*, 

P<.01) independently and significantly influenced SMEs’ performance. The 

positive sign indicates that as the explanatory variable increases in magnitude, 

there will be a corresponding increase in the dependent variable. This implies 

that market culture is a vital determinant of SMEs’ performance. It was 

observed that mark culture seems to have a more decisive effect on SMEs’ 

performance.  

The R-Square value for the relationship was identified to be (R2 = 0.771, P 

<.01) which implies that organizational culture parameters have a 77.1% 

decisive effect on SMEs’ performance. This implies that organizational culture 

parameters are vital determinants of SMEs’ performance. The result is in 

support of Ohiorenoya and Eboreime (2014), Owoyemi and Ekwoaba (2014), 

Fakhar, Zahid and Muhammed (2013), Olanipekun, Aje and Abiola-Falemu 

(2013), and Alharbi and Alyahaya (2013) that a positive relationship exists 

between organization culture dimensions and performance. Thus, Ho1, Ho2, Ho3 

and Ho4 are rejected  

 

Conclusion 

Based on the findings of the study, it can be concluded that organizational 

culture parameters of SMEs sub-manufacturing sector jointly have a significant 

effect on business performance and Furthermore, this study has established that 

bureaucratic culture, clan culture, entrepreneurial culture, and market culture 

independently had a positive and significant effect on SMEs performance.  

The study also established that the result indicates that market culture has more 

influence on SMEs' performance, while the clan culture has low influence. The 

influence of each of the organizational culture parameters was positive, 
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meaning that any unit increase in any organizational culture parameter, the 

SMEs seem to a competitive advantage. 

 

Recommendations 

Arising from the findings of this study the following recommendations are 

made: 

i. The management of SME operators should establish a cordial relationship 

between staff, customers, and organization so that level of commitment 

would high accordingly.  

ii. Values formality, rules, and standard operating procedures of the 

organization should be communicated to the workforce.  

iii. An appropriate reward should be put in place so as to keep quality talent 

within the sector and also to attract new quality talent to the sector. 

iv. Operators/Managers of SME need to cultivate a culture that will allow 

individuals to voluntarily want to spend their whole career with the sector 

and not due to lack of a better choice. 
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