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1. Introduction 

In recent years SMEs have been identified in both the policy and academic literature as having essential roles in 
providing employment and in driving improvements in innovation and productivity (Hart & Barrat, 2009). The part that 
SMEs play in the global economy is important. They constitute an employment source of entrepreneurial skills, innovation, 
and employment. SMEs dominate the world business community, for example, SMEs in the enlarged European Union is 
around 23million and provide approximately 75million companies and 90% of the total enterprises (Melo & Machado, 
2014). SMEs constitute the backbone of economic growth in all countries (Rajesh, Suresh, & Deshmukh, 2008). SMEs have 
an essential role to play in the development of a nation. A strong SME sector contributes highly to the economy, 
contributing to the gross domestic product by reducing the level of unemployment, reduction in poverty levels, and 
promotion of entrepreneurship (Sitharam & Hoque, 2016). SMEs have an irreplaceable contribution for economic growth, 
employment, and competitiveness for every country (Eliska, 2016). Researchers suggest that small business with a small 
investment and indigenous technology can be a potential instrument to solve the problems of developing countries like 
graduate unemployment, (Nkechi, Emeh Ikechukwu, & Okechukwu, 2012). Graduates are not likely to be employed in 
small business. Therefore, small business may represent an untapped opportunity for graduates (Denanyoh, Adjei, & 
Danso, 2018). As a result of an increase in the population of unemployed graduate in Nigeria, the country has started 
shifting her focus to SMEs to ascertain if the rising in the unemployment level could drop and if possible, reduce poverty 
significantly (Ogbo & Nwachukwu, 2012).    

The effort to attract, compensate, motivate and retain employees is becoming a daunting task for small and 
medium enterprises (SMEs) as the war for talent becomes highly competitive (Abraham, Kaliannan, Mohan & Thomas, 
2014). The human factor or intellectual capital has emerged as a key component in a firms' future success (Abraham, 
Kaliannan, Mohan & Thomas, 2014). Small business enterprises have become a leading component of economic 
development throughout the world (Eid & El-Gohary, 2013).  

The findings of this study will help graduates to do a self-appraisal, SME owners to be aware of reasons for low 
graduate retention, higher institutions to improve the quality of graduates produced and for government to know the 
areas of intervention.  
 
1.1. Statement of Problem 

According to Wilkinson, Dundon, and Grugulis (2007), human resources is one of the primary reasons for the poor 
performance of SMEs. Just hiring young people is not enough for the future prosperity of SMEs. Young people of today have 
completely different needs and desires than older generations. Even their working habits and expectations are different 
(The Economist, 2016). Fresh graduates are often seen as an enigma because their potential is reduced by specific 
challenges such as shoddy work, readiness and unrealistic expectations about the world of work (McCracken, Currie, & 
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Harrison, 2016). Graduates often lack the work experience to demonstrate their performance levels and the experience 
they do have may be insufficient for employers to judge appropriately (McCracken, Currie, & Harrison, 2016).  
Some small business owners believe that graduates are very expensive, and SME owners are also doubtful of whether 
these graduates meet their business operations needs (Denanyoh, Adjei, & Danso, 2018). 
There has been a disconnect between the skills and competencies employers expect from graduates and those that 
graduates possess (Eisner, 2010; Rae, 2007). Graduates may have degree-specific knowledge but lack soft skills like 
communication, problem-solving, teamwork, and adaptability to work in a firm (Huq and Gilbert, 2013). Graduates are 
reluctant to work for small businesses. Typically, graduates do not view small businesses as providing prestigious well 
paid or desirable workplace opportunities (Denanyoh, Adjei, & Danso, 2018). Storey (2016) asserted that there are stress-
related problems in a small business that makes employment unattractive to graduates. According to Williamson, Cable, & 
Aldrich, (2002), there is a shortage of research on SMEs recruitment as the focus is majorly on big companies. There is a 
lack of unemployed graduate statistics in Nigeria.  
 
1.2. Objectives of the Study 

The goal of this study is to appraise graduate employees of SMEs in Nigeria by owners of SMEs in terms of ranking 
of competencies and skills, factors inhibiting performance, and reasons for low graduate retention.  
 
2. Literature Review 
 
2.1. Theoretical Framework 
 
2.1.1. Employee Engagement Theory 

Theory of Employee engagement has been described by practitioners, Researches and Scholars, with various 
terminologies such as work engagement, job engagement, and employee engagement (Anitha, 2014; Steger, Littman-
Ovada, Miller, Menger, & Rothman, 2013). Khan first mentioned the theory of employee engagement in 1990. Khan (1990) 
asserted that employees' personal experiences and perception influences employee commitment, involvement, and 
behavior. Khan (1990) asserted that employees devote, detach, or defend themselves in their work roles physically, 
cognitively, and emotionally (Gupta & Sharma, 2016). The theory of employee engagement was developed to achieve 
strategic business goals by creating the conditions for management to be successful and for the motivation of employees to 
deliver the best performances for the interest of small business enterprises (Arrowsmith & Parker, 2013). The theory also 
measures a staff engagement level through commitment (Kang, Stewart, & Kim, 2012). Meyer, Stanley, & Parfyonova 
(2012) agreed with the assertion that the factors that influence an employee level of commitment could be indicators of 
motivators to increase employee engagement. Khan (1990) theory of employee engagement identified three peculiar 
levels of employee engagement: (a) Cognitive engagement, (b) emotional engagement, and (c) behavioural engagement. 
Business leaders and employees value employee engagement (Steger et al.; 2013). Dagher, Chapa, & Junaid (2015) 
asserted that employee engagement is an important business strategy that interests researchers, scholars, and 
practitioners as it affects organizational effectiveness and is the source of employees' performance outcomes.  
 
2.2. SMEs in Nigeria 

Globally, there seems to be no agreed and acceptable definition of SMEs. Authors & Scholars have different 
perspectives regarding SMEs capital outlay, number of employees, sales turnover, fixed capital investment, available plant 
& machinery, market share and the level of development (Lampadarios, 2016; Sitharam & Hoque, 2016). A study by 
Chaudhry, Ali, Fareed, and Fakher (2014) found 50 different definitions of SMEs in 75 different countries. Small and 
Medium development agency of Nigeria (SMEDAN) defined SMEs as a business of 1 to 200 persons. The agency further 
defines micro businesses as employing 1 to 9 persons, while small business employs 10 to 49 persons, medium enterprises 
50 to 199 persons. SMEDAN reported that small businesses employed over 59m citizens, which constitute over 82% of the 
workforce of Nigeria’s economy (SMEDAN, 2013). SMEs constitute 97.2% of the companies in Nigeria (General Statistics 
Office, 2007). SMEs, among other things, enhance the capacity building as they serve as entrepreneurial training avenues 
and create more employment opportunities (Rogers, 2002). SMEs are used in the development of the capacity of the 
citizens and are tools of creation of wealth in the economy as well as employ both skilled and unskilled workers (Dugguh, 
2015). SME mobilizes idle funds and channels same into the formal sector for utilization (Ademola & Michael, 2012).  

Employment opportunities are created for a lot of people in the work-force: the young, old, part time workers and 
cyclically unemployed through the SMEs (Holden, Jameson, & Walmsley, 2007). Agwu & Emeti (2014) identified some of 
the problems facing SMEs in Nigeria. Inability to engage or employ the right set of staff, insufficient capital, irregular power 
supply, lack of proper records or no record at all, lack of succession plan, inexperience, infrastructural inadequacies, lack of 
focus, inability to separate business and family or personal finances, inadequate market research, lack of proper 
bookkeeping, lack of business strategy, failure to distinguish between revenue and profit, cut-throat competition, inability 
to procure the right plant & Machinery, over-concentration on one or two markets for finished products, low capacity 
utilization, stiff competition from large companies, poor educational background of operators, policy inconsistencies, 
multiple taxation, harsh regulatory requirements and trade groups. One of the reasons why SMEs are inefficient at times is 
the problem of lack of HR department or specialist in the firm (Koubek, 2011). An exploratory study by Puplampu (2005) 
found that human skills and competencies are required for the effective management of SMEs. 
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2.3. Graduate Retention by SMEs 
The right working environment ensures that employees perform well. Such an environment generally includes 

fair treatment, the offering of support, effective communication, and collaboration (Maley, 2013). Sustainable engagement 
reduces employee turnover increases productivity and achieves profitable growth (Glaves, 2012; Meyer et al.; 2012). 
Businesses need a work environment that creates motivation for employees to want to connect with their work and job 
(Bedarker & Pandita, 2014). Beddingfield (2005) argues that the mismatch of expectations and a lack of preparation for 
the reality of working life that causes a high turnover rate among graduate employees. King (2003) observed that 
graduates often regard their first employment as a stepping stone to better roles and thus look for employers to offer 
development opportunities that will enhance their external employability. Most new graduates do not see micro-small 
businesses as a natural source of job opportunity, and they are of the view that SMEs cannot offer them the appropriate 
salary (Denanyoh, Adjei, & Danso, 2018). Employers need to develop strategies which will allow both the graduate and 
organization to grow together, addressing the graduate’s expectations for development and opportunity (McCracken, 
Currie, & Harrison, 2016). There is a need to improve graduate SMEs relationship in Nigeria (Holden, Jameson, & 
Walmsley, 2007). Employees should be well remunerated and motivated. These will make the employees have a sense of 
belonging. (Saks & Gruman, 2014). Some organizations which provide an appropriate training program for their 
employees' learning and skill development, achieve the high ratio of success and helping to minimize the level of employee 
turnover. As a result, employees might have a better commitment to their job and full encouragement to stay in the 
organization (Amos et al.; 2008).   

SMEs should focus on branding, which will result into a good reputation for both current and future employees. 
This will minimize high staff turnover (Bussin & Mouton, 2019). According to Mamun & Hassan (2017), the following 
factors influence employees leaving an organization: Managerial factors, remuneration, working environment, career 
promotion, fringe benefits, perceived alternative employment opportunity, being job fit, clear job expectation, and 
influence of co-workers. King (2003) noted that one of the main reasons why highly talented graduates choose to move to 
another company is related to the lack of opportunities they receive for training, development, and career progression. 
Grubb, Harris, & MacKenzie (2006) revealed that most undergraduate accounting and business students do not view 
employment with a micro-small business as an attractive option after graduation. Graduates prefer big organizations to 
small business because of better pay and other benefits given to employees by big organizations (Moy & Lee, 2002). The 
corporate culture of an organization affects employee turnover. If organizations appreciate employees, treat them with 
respect, and provide compensation, benefits, and perks that demonstrate respects and caring, they will stay in the 
organization (Mamun & Hassan, 2017). 
 
2.4. Employability of Graduates 

Employability can be described in various ways ranging from the skills essential for obtaining a job, such as an 
interview preparation, to the skills needed to carry out a job effectively, such as generic abilities, personal attributes and 
specific/subject abilities (Helyer & Lee, 2014). It can also consist of an individual’s propensity to gain and maintain 
employment, and be effective in the workplace to the benefit of themselves, their employer, and the broader economy 
(Wilton, 2011). Employability is conceptualized as the skills and personal attributes considered important by industry and 
needed by graduates in order to secure employment (Holmes, 2013; Jackson, 2016). The expression employability is often 
used interchangeably with the notion of work readiness (Rowe & Zegwaard, 2017). Yorke (2010) contends (asserts) that 
work readiness is a set of skills which are necessary but not sufficient for granting initial employment, while employability 
is a set of skills which are necessary but not sufficient for gaining employment. Oliver (2015) sees employability as the 
ability to discern, acquire, adapt and continually enhance the skills understandings and personal attributes that make 
(Students/graduates) more likely to find and create meaningful paid and unpaid work that benefits themselves, the 
workforce, the community, and the economy. One way to identify the performance potential of graduates at the 
recruitment stage is through using more sophisticated selection methods such as assessment centre’s and aptitude tests. 
(McCracken, Currie, & Harrison, 2016) 

It is important for universities to better understand employer skills requirements so that their graduates can 
better meet those requirements as well as the crucial wider educational objectives of a University degree (McMurray, 
Dutton, McQuaid, & Richards, 2016). To make stable the movement from University to the employment market, graduates 
of higher institution should be readily prepared for the requirements and needs of future employers, and their knowledge, 
abilities, and skills should meet the expectations of their potential employers (Eliska, 2016). Work-integrated learning 
programs are now included in many universities in Australia, New Zealand, and the UK in their degrees with the goal of 
boosting graduate employment prospects. This view is based on the premise that universities can (and should) produce 
‘work ready' or ‘employable' graduates (Holmes, 2013). A fresh graduate needs to be both employable and work-ready to 
increase their chances of employment (Sachs, Rowe & Wilson, 2017). The degrees offered in the higher institutions of 
learning are required to equip the students with the needed skills, knowledge, competences, and attitudes. These skills are 
used in employment, leading to the economic development of each person and the society in general. For the knowledge, 
expertise, and competencies learned in the universities to be of use, the program must be appropriate and must match the 
tasks, skills needed in different jobs. If the competencies do not match the functions in a particular situation, the graduate 
cannot do the job (Abolo, 2017). Martin & Chapman (2005) states that majority of employers do not know what a 
marketing degree is and thought that degrees are only relevant to large organizations, small business owners believe that 
the typical syllabus of studies in higher institutions does not prepare graduates for employment in small businesses. It 
seems higher institutions in Nigeria are rather more interested in theory than practice. Higher institutions should embark 
on research studies that will contribute more to improving business practices and researches that will benefit society 
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(Abolo, 2017). There is a need for higher institutions in Nigeria, to make their curriculum more practicable so that 
graduates from their institutions can fit into employment at both the private and public sector of the economy.  
 
2.5. Empirical Reviews 

A study by Martin & Chapman (2005) showed that graduates like working within the micro-small business sector, 
because of the culture of do everything flexibility, work with the management team, and be fully involved. While they 
dislike working long hours, pay and lack of promotion in small business.  
In an analysis carried out by McMurray, Dutton, McQuaid, & Richards, (2016) on 1,000 job advertisement for graduates in 
four occupational categories (Finance, general management, HRM, Marketing) it was found that the most common skills 
demanded of graduate job entrants were: Communication, Information technology, Organisation, Team working, 
interpersonal, and motivation (Bennett, 2002). 

The research carried out among 50 managers of human resource departments in the Czech Republic shows that 
the most critical factors for University graduates seeking employment are the knowledge of English, communication skills, 
professional behavior, self-reliance, logical and technical thinking and good manners (Hovorkova, 2012). Employers also 
expect the abilities to solve problems, make decisions, deal with people and to work in teams, as well as bear 
responsibility, willingness to learn, adaptability, self-representation, and flexibility (Kalaukova & Vojtech, 2008).  
Previous empirical studies have observed that factors such as competitive salary, friendly working environment, good 
interpersonal relationships, and job security are the key motivational variables that can lead to retaining employees in an 
organization (Samuel & Chipunza, 2009; Kinnear & Sutherland, 2000; Maertz & Griffeth, 2004).  
Okafor (2011) reported that the National Universities Commission (NUC) and the Education Trust Fund (ETF) revealed in 
their survey that 44% of the 20 organizations rated Nigerian science graduates as average in competence, 56% rated them 
as average in innovation, 50% rated them average in rational judgment, 63% as average in leadership skills and 44% as 
average in creativity. These statistics reflect a poor assessment of graduates of Nigerian Institutions and further buttress 
the argument that they are unemployable (Abolo, 2017). 

The result of a study carried out by Ofori & Aryeetey (2011) in Ghana suggested that many SMEs do recruit 
graduates but do not retain them beyond three years. Respondents identified information technology as the most critical 
skill they require of graduates, followed by numerical skills, written communication skills, Oral communication skills, 
confidence, and self-discipline.   

The summary of a study carried out by Denanyoh, Adjei, & Danso, (2018) titled Graduate's perception of 
employment in Micro-small businesses in Ghana revealed the following: SMEs pay graduates very low salaries/wages 
employable skills do play an essential role in the potential employability of graduates; graduates prefer working in large 
organizations as they provide attractive fringe benefits to their employees; there is no job security in SMEs from the 
graduates opinion; no collaboration between the University & SMEs, and there was a high level of awareness on micro-
business job prospects, but most participants regard it as too stressful.  
A research titled employer demands from Business Graduates by Mc Murray, Dutton, Mc Quceid, & Richard (2016) in 
Scotland among 71 employers found that the factors which were most important to employers when recruiting graduates 
with a business school first degree, were: personal attitude, employability skills, relevant work experience and degree 
result while the most important transferable skills to employers when recruiting graduates were: trustworthiness, 
reliability, motivation, communication skills and a willingness to learn. 
 
3. Research Methodology 

The instrument used to gather data for the study was adapted from the study conducted by Ofori & Aryeetey 
(2011) titled Recruitment band Selection Practices in Small and Medium Enterprises: Perspectives from Ghana. The 
questionnaire was divided into two main sections. Section A covers the basic information about the respondents, while 
Section B covers information on the study. The targets respondents were Owners of SMEs that employee graduates. Data 
were gathered from two hundred respondents; however, only one hundred and ninety-eight (198) questionnaires were 
okay. The questionnaire was designed using five points Likert scale ranging from strongly agree (5) to strongly disagree 
(1) to provide information on the criteria used in assessing SME borrowers. 
 
4. Results 

Data were collected from 200 SMEs in Lagos; however, there were 198 viable questionnaires. The questionnaire 
was formulated using a Likert scale ranging from Strongly Agree (5) to Strongly Disagree (1) to provide information on the 
determinants of employing staff among SMEs in Lagos. 
 

Variable Frequency (N=198) Percentage (%) 
Industry   

Agriculture 6 3.03 
Art 5 2.53 

Beauty 10 5.05 
Consulting 4 2.02 

Construction 3 1.52 
Education 5 2.53 

Engineering 4 2.02 
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Variable Frequency (N=198) Percentage (%) 
Event 6 3.03 

Fashion 9 4.55 
Finance 3 1.52 

Healthcare 11 5.56 
Hospitality 17 8.59 

IT 13 6.57 
Manufacturing 15 7.58 

Telecomm 6 3.03 
Trading 75 37.9 
Others 6 3.03 

Number of Distinct Products   
1 – 5 135 68.18 

6 – 10 31 15.66 
> 10 32 16.16 

Number of Employees   
1 – 5 185 93.43 

6 – 10 9 4.55 
> 10 4 2.02 

Legal Status   
Business Name 116 58.59% 

Limited 82 41.41% 
Date of Commencement   

Before 2004 7 3.54% 
2004 – 2008 26 13.13% 
2009 – 2013 86 43.43% 
2014 – 2018 79 39.90% 

Table 1: Characteristics of Entrepreneurs 
 

The level of diversion in this population of entrepreneurs is evident in this study. The entrepreneurs were seen to 
operate in various industries of the economy with the trading industry taking the lead at 37.9% followed by the Hospitality 
industry (8.59%), manufacturing industry (7.58%), the Information Technology (IT) industry with 6.57%, Healthcare 
industry (5.56%), Beauty industry (5.05%), Fashion industry (4.55%), Agriculture industry (3.03%), Event industry 
(3.03%), Telecomm industry (3.03%), Art industry (2.53%), Education industry(2.53%), Engineering industry (2.02%), 
Construction industry (1.52%) and Finance industry (1.52%). Majority of the entrepreneurs (68.18%) had one to five 
distinct products followed by entrepreneurs with more than ten distinct products (16.16%) and entrepreneurs with six to 
ten products (15.66%). Entrepreneurs with more than ten distinct products were majorly into trading, such as 
supermarket owners and automobile traders. Most of the entrepreneurs had one to five employees (93.43%), while 4.55% 
had six to ten employees, and only 2.02% had more than ten employees.   

More than half of the entrepreneurs were registered as business names (58.59%), while the remaining 41.41% 
were limited companies. When asked when they commenced their businesses, 43.43% said they started within the years 
2009 to 2013, 39.9% said started within the years 2014 to 2018, 13.13% started within the years 2004 to 2008 while only 
3.54% began before 2004.   
 

S/N Variable Mean SD 
1 Information tech skills 3.57 1.28 
2 Numerical skills 3.72 1.18 
3 Written communications 3.80 1.12 
4 Oral communication 3.86 0.93 
5 Confidence 3.74 1.10 
6 Self-discipline 3.74 1.11 
7 Mature attitude 3.70 1.09 
8 Interpersonal and teamwork 3.71 1.10 
9 Leadership skills 3.66 1.10 

10 Time management 3.66 1.08 
11 Positive work ethics 3.79 0.96 
12 Decision making 3.57 1.30 
13 Problem-solving  3.52 1.34 
14 Negotiation 3.48 1.35 
15 Innovative 3.41 1.40 

Table 2: Competencies and Skills of the Graduate Staff 
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The ranking by the entrepreneurs on competences and skills of the graduate staff showed positive means for all 
variables ranging from 3.41 to 3.86 and standard deviation ranging from 0.93 to 1.40. Oral communication had the highest 
mean (3.86) followed by written communication (3.80) and positive work ethics (3.79). Innovative skills (3.41), 
Negotiation (3.48), and problem-solving (3.52) had the lowest means.  
 

Variable Frequency (N=198) Percentage (%) 
Good 130 65.67% 

Average 50 25.25% 
Poor 18 9.10% 

Table 3: Overall Competencies & Skills of the Graduate Staff 
 

The competencies and skills of the graduate staff as ranked by the entrepreneurs was scored and classified to 
good, average, and poor. The results show that the majority of the entrepreneurs ranked the graduate staff to have good 
competencies and skills, 25.25% ranked them to be average, while 9.10% ranked them to be poor.  
 

S/N Variable Mean SD 
1 Most graduate entrants have a serious skills gap, initiative and have 

weak interpersonal skills  
3.71 1.16 

2 The remuneration provided by SMEs is low 3.11 0.95 
3 Poor conditions of the service supplied by SMEs  3.26 1.17 
4 Some graduate has poor managerial skills 3.61 0.72 
5 Cost of maintaining graduate is expensive 3.67 0.67 
6 SMEs cannot afford high job earnings as compared to a larger firm  3.55 0.79 
7 SMEs are not financially sound to be able to recruit more graduates 

and meet their demands 
3.55 1.06 

8 Some graduates find it challenging to apply book knowledge to 
practical situations  

3.75 0.95 

9 Lack of experience on the part of graduates 3.72 1.03 
10 The nature of the job does not require graduate recruitment  3.08 0.95 
11 Some graduates are not hardworking 3.84 0.93 
12 Some graduates have a poor relationship with subordinates and 

management  
3.69 0.71 

13 Graduates are not flexible and cannot adapt to change 3.67 0.68 
14 Graduates do not consult SMEs for employment; they only send 

their applications to large organizations  
3.80 0.84 

15 SMEs have no recruitment system in place 3.32 0.95 
16 Some SMEs do not have large enough premises to recruit graduates 

into 
3.24 0.92 

17 Some SMEs cannot afford to pay graduates, so they go for SSS 
leavers and train them 

3.61 0.92 

18 Graduates are of no use in areas of decision making because the 
owner or manager takes all the decisions  

3.60 1.10 

19 Some employers especially non-graduates feel intimidated by the 
graduates 

3.11 1.00 

20 Training of old staff to do the job is more preferred 3.54 0.78 
Table 4: Factors Inhibiting Performance of Graduate Staff 

 
The entrepreneurs opined on the factors inhibiting the performance of graduate staff in SMEs using the Likert 

scale, and results revealed positive means ranging from 3.08 to 3.84 and standard deviation ranging from 0.67 to 1.16. The 
statement "Some graduates are not hardworking" had the highest mean (3.84) as one of the factors inhibiting performance 
of graduate staff in SMEs followed by "Graduates do not consult SMEs for employment; they only send their applications to 
large organizations" (3.80) and "Some graduates find it difficult to apply book knowledge to practical situations" (3.75). 
The statements "The nature of the job does not require graduate recruitment" (3.08), "The remuneration provided by 
SMEs is low" (3.11) and "Some employers especially non-graduates feel intimidated by the graduates" (3.11) had the 
lowest means.    
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S/N Variable Mean SD 
1 Most graduates are not satisfied with the salary, so they search for 

jobs while working with the SMEs and they finally leave  
4.24 0.73 

2 Most of the graduates go after acquiring training so they can bargain 
at larger organizations for better remuneration with their acquired 

knowledge  

3.97 0.87 

3 They lack the confidence to work  3.56 0.96 
4 The conditions of service and company policies are not good 3.18 0.96 
5 There is no job security 3.14 1.00 
6 Graduates use their first jobs with the SMEs as stepping stones to 

greener pastures 
4.11 0.91 

7 They cannot cope with the demands of the job 3.65 0.89 
8 The relationship between the boss and the employers is often so 

poor, so the graduate leaves  
3.34 1.10 

9 SMEs do not offer career paths and job packages that would entice 
graduates to stay 

3.10 1.21 

Table 5: Reasons for Low Graduate Retention 
 

The entrepreneurs were presented with statements reflecting the possible reasons for low graduate retention in 
SMEs; results showed positive means ranging from 3.10 to 4.24 and standard deviation ranging from 0.73 to 1.21. The 
reason which recorded the highest mean was "Most graduates are not satisfied with the salary, so they search for jobs 
while working with the SMEs and they finally leave" (4.24) followed by "Graduates use their first jobs with the SMEs as 
stepping stones to greener pastures" (4.11) and "Most of the graduates leave after acquiring training so they can bargain at 
larger organizations for better remuneration with their acquired knowledge" (3.97). The statements with the least means 
were "SMEs do not offer career paths and job packages that would entice graduates to stay" (3.10), "There is no job 
security" (3.14) and "The conditions of service and company policies are not good" (3.18).  
 
5. Discussion 

The entrepreneur population for this study was diverse with their industries of operation varying across different 
sectors of the economy. This helps to give a good picture of the answer to the research question of this study considering 
all sectors. Majority of the entrepreneurs specialized in less than ten distinct products and had less than ten employees, 
which are typical of an average Small and Medium-scale Enterprise (SME).   

Majority of the SMEs in this population were also registered at business names: a growing norm in the Nigerian 
society amongst SMEs due to the lower cost involved in registering and managing a business name in Nigeria as opposed 
to a limited liability company. The businesses were also found to be mostly new generation businesses based on their 
years of commencement and thus reflects the current SME staffing situation in the country.  
Oral communication, written communication, and positive work ethics were top on the list of competencies and skills of 
graduate staff as ranked by the SME owners; however, graduate staff scored lower points in innovative, negotiation and 
problem-solving skills. This reflects a deficiency in practical skills for the graduate staff; it shows that although the 
graduate staff possesses theoretical skills as expected of a Nigerian graduate, they lack when it comes to practical skills 
needed in the workplace.   

The SME owners agreed to the opinion that graduates are not hardworking, only prefer larger organizations and 
find it challenging to apply the knowledge they gained from schools practically in the workplace. The challenge with a 
practical application of knowledge reckons with the lower points the graduates scored in practical skills such as 
innovative, problem solving and negotiation skills as ranked by the entrepreneurs. The entrepreneurs also least agreed to 
SMEs being the problem as statements regarding poor remuneration, nature of the job, and employers feeling intimidated 
by graduates scored lower points. This reflects that either the graduates are the problem, or the SME owners do not want 
to take the blame since the answers were based on their perspective.  

The SME owners were also of the view that graduate retention was low in SMEs due to graduates’ dissatisfaction 
with remuneration and graduates using them as a training ground or stepping stone to “bigger” career opportunities. The 
entrepreneurs least agreed to lack of competitive packages, lack of job security, and poor conditions of service and 
company policies as reasons for low retention.  

In conclusion, the need for students of higher institutions to have hands-on knowledge of the theory taught them 
cannot be overemphasized. They should be trained to acquire and use the practical skills needed in the real work 
environment. SME owners should also go back to the drawing board and identify the HR weaknesses causing low retention 
of graduates and the inability to get graduates to operate at their best capacity. They can take cues on what larger 
organizations are doing. There are other ways SMEs can make their HR package competitive if they are not financially 
capable of giving a competitive salary; they can have more competitive benefits packages such as flexibility, more extended 
maternity leave period, etc. Taking an HR course or employing an HR professional can help. 
There is a call for further research to identify the factors inhibiting the performance of graduate staff and reasons for low 
retention from the perspective of the graduates themselves.   
 
 

http://www.theijbm.com


THE INTERNATIONAL JOURNAL OF BUSINESS & MANAGEMENT                ISSN 2321–8916                www.theijbm.com      

 

27  Vol 7  Issue 8                      DOI No.: 10.24940/theijbm/2019/v7/i8/BM1908-011           August,  2019            
 

6. References 
i. Abolo, E. V. (2017). Programs in Nigerian Higher Institutions and Graduates Unemployment. Journal of Research & 

Method in Education, 7(2), 01-06.  
ii. doi:  10.9790/7388-0702020106 

iii. Abraham, M., Kalianna, M., Mohan, A. V. & Thomas, S. (2014). A review of SMEs recruitment and selection 
dilemma: finding a ‘fit’. Proceedings of the Australian Academy of Business and Social Sciences Conference. (in 
partnership with The Journal of Developing Areas) 

iv. Ademola, I. S., & Michael, A. A. (2012). Small scale businesses as a remedy to unemployment problem in Nigeria. 
International Journal of Scientific & Engineering Research, 3(11), 1-6. Retrieved January 3, 2017, from 
www.ijser.org 

v. Agwu, M.O. & Emeti, C.I. (2014). Issues, Challenges and Prospects of Small and Medium Scale Enterprises (SMEs) 
in Port-Harcourt City, Nigeria. European Journal of Sustainable Development, 3,101-114. doi:10.14207/ejsd. 
2014.v3n1p101 

vi. Al Mamun, C. A. & Hasan, M. N.  (2017). Factors affecting employee turnover and sound retention strategies in 
business organization: a conceptual view. Problems and Perspectives in Management, 15, 63-71. 
doi:10.21511/ppm.15(1).2017.06 

vii. Amos, T.A., Ristow, L., & Pearse, N. (2008) Human Resources Management. 3rd ed. Cape Town, Juta and Co Ltd. 
viii. Anitha, J. (2014). Determinants of employee engagement and their impact on employee performance. 

International Journal of Productivity and Performance Management, 63, 308-323. doi:10.1108/IJPPM-01-2013-
0008 

ix. Arrowsmith, J., & Parker, J. (2013). The meaning of employee engagement for the values and roles of the HRM 
function. The International Journal of Human Resource Management, 24, 2692-2712. 
doi:10.1080/09585192.2013.763842 

x. Bedarkar, M., & Pandita, D. (2014). A study on the drivers of employee engagement impacting employee 
performance. Procedia-Social and Behavioral ScienFces, 133, 106-115. doi:10.1016/j.sbspro.2014.04.174G 

xi. Beddingfield, C. (2005). Transforming the ROI of your graduate scheme, Industrial and Commercial Training, 37, 
199-203. doi:10.1108/00197850510602114  

xii. Bennett, R. (2002). Employers’ demands for personal transferable skills in graduates: A content analysis of 1000 
job advertisements and an associated empirical study. Journal of Vocational Education and Training,54(4), 457-
476. doi: 10.1080/13636820200200209 

xiii. Bussin, M; & Mouton, H (2019). Effectiveness of employer branding on staff retention and compensation 
expectations. South African Journal of Economic and Management Sciences,  22,  (1), p. 8  doi: 
10.4102/sajems.v22i1.2412 

xiv. Chaudhry, S.  & Fakher, A.  & Fareed, G. & Ali, S. (2014). Role of Strategic Planning in Small Business: An Overview. 
International Journal of Management, IT, and Engineering 4. 316-324. Retrieved from www.ijmra.us  

xv. Dagher, G., Chapa, O., & Junaid, N. (2015). The historical evolution of employee engagement and self-efficacy 
constructs. Journal of Management History, 21, 232-256. doi:10.1108/JMH-05-2014-0116 

xvi. Denanyoh, R., Adjei, K. & Danso, F. K. (2018). Graduate's perceptions of employment in micro-small businesses in 
Ghana. International Journal of Business and Social Research, 8(9), 16-27. doi: /10.18533/ijbsr.v8i9.1125  

xvii. Dugguh, S. I. (2015). Critical issues in managing small and medium enterprises: The Nigerian experience. The 
International Journal of Business & Management, 3(9), 52-59. Retrieved from search.proquest.com 

xviii. Dundon, T.  & Wilkinson, A. (2003). Employment Relations in Small Firms. In Towers, B. (eds.), Handbook of 
Employment Relations: Law and Practice, (4th ed.). London: Kogan  

xix. Eid, R., & El-Gohary, H. (2013). The impact of E-marketing use on small business enterprises’ marketing success. 
The Service Industries Journal, 33, 31-50. doi:10.1080/02642069.2011.594878 

xx. Eisner, S. (2010). Grave new world? Workplace skills for today’s college graduates, American Journal of Business 
Education, 3, 9, 27-50. Retrieved from www.eric.ed.gov 

xxi. Eliška, K. (2016). Risk Factors of Young Graduates in the Competitive E.U. Labour Market at the End of the Current 
Economic Crisis. Journal of Competitiveness,8(3), 38 -51. doi: 10.7441/joc.2016.03.03 

xxii. Glaves, A. (2012). Employee engagement and sustainability: A model for implementing meaningfulness at and in 
work. Journal of Corporate Citizenship, 12, 13-29. Retrieved from www.greenleaf-publishing.com 

xxiii. General Statistics Office. (2007). Small and Medium Enterprises in Nigeria 
xxiv. Gupta, N., & Sharma, V. (2016). Exploring employee engagement: A way to better business performance. Global 

Business Review, 17, 45-63. doi:10.1177/0972150916631082 
xxv. Grubb, W. L., Harris, M. I. & MacKenzie, W. I. (2006). Business students' perceptions of employment in small and 

medium-sized enterprises versus multinational corporations: investigating the moderating effects of academic 
major, gender, and personality. Journal of Small Business Strategy, 17(2), 27-36. Retrieve d from 
libjournals.mtsu.edu 

xxvi. Hart, T. & Barratt, P. (2009). The employment of graduates within small and medium-sized firms in England. 
People, Place & Policy, 3. 1-15.  

xxvii. doi: 10.3351/ppp.0003.0001.0001 
xxviii. Heyler, R. & Lee, D. (2014). The role of work experience in the future employability of higher education graduates, 

Higher Education Quarterly, 68, 348-372. doi:10.1111/hequ.12055 

http://www.theijbm.com
http://www.ijser.org
http://www.ijmra.us
http://www.eric.ed.gov
http://www.greenleaf-publishing.com


THE INTERNATIONAL JOURNAL OF BUSINESS & MANAGEMENT                ISSN 2321–8916                www.theijbm.com      

 

28  Vol 7  Issue 8                      DOI No.: 10.24940/theijbm/2019/v7/i8/BM1908-011           August,  2019            
 

xxix. Holden, R. Jameson, S. & Walmsley. A. (2007).   New graduate employment within SMEs: Still in the dark? Journal 
of Small Business and Enterprise Development. 14(2).  

xxx. doi: 10.1108/14626000710746655 
xxxi. Holmes, L. (2013). Competing perspectives on graduate employability: Possession, position, or process? Studies in 

Higher Education, 38(4), 538-554.  
xxxii. doi: 10.1080/03075079.2011.587140 

xxxiii. Hovorková, K. (2012). Jak se také pozná krize: Absolventi se spokojí s nižším platem. 
xxxiv. Retrieved from finance.idnes.cz 
xxxv. Huq, A. & Glbert, D. (2013). Enhancing graduate employability through work-based learning in social 

entrepreneurship: A case study, Education and Training, 55, 550-572.  
xxxvi. doi: 10.1108/ET-10-2011-0097  

xxxvii. Jackson, D. (2016). Re-conceptualizing graduate employability: The importance of pre-professional identity. 
Higher Education Research & Development, 35(5), 925-939. doi:10.1080/07294360.2016.1139551 

xxxviii. Kalousková, P., & Vojtěch, J. (2008). Potřeby zaměstnavatelů a připravenost absolventů škol-souhrnný pohled. 
Národní ústav odborného vzdělávání. Retrieved from www.nuov.cz 

xxxix. Kahn, W. (1990). Psychological conditions of personal engagement and disengagement at work. Academy of 
Management Journal, 33, 692-724. doi:10.2307/256287 

xl. Kang, D., Stewart, J., & Kim, H. (2012). The effects of perceived external prestige, ethical organizational climate, 
and leader-member exchange (LMX) quality on employees' commitments and their subsequent attitudes. 
Personnel Review, 40, 761-784. doi:10.1108/00483481111169670 

xli. King, Z. (2003). New or traditional careers? A study of graduates’ preferences, Human Resource Management 
Journal, 13, 5-28. doi: 10.1111/j.1748-8583.2003.tb00081.x  

xlii. Kinnear, L. & Sutherland, M. (2000). Determinants of organizational commitment amongst knowledge workers, 
South African Journal of Business Management, 31 (3), 106-113. Retrieved from www.hdl.handle.net 

xliii. Koubek, J.  (2011). Personalni prace v malych a strednich firmach. (4th ed.), Praha: Grada Publishing. 
xliv. Lampadarios, E. (2016). Critical success factors for SMEs: an empirical study in the UK chemical distribution 

industry. International Journal of Business and Management, 11, (7), 67-82. doi:10.5539/ijbm. v11n7p67  
xlv. Maley, J. (2013). Hybrid purposes of performance appraisal in a crisis. Journal of Management Development, 

30(10), 1093-1112. doi: 10.1108/JMD-03-2012-0036 
xlvi. Maršíková, I. G. & Moš, I. O. (2018). HRM challenges of SMEs in the Liberec region. Regionální Rozvoj Mezi Teorií A 

Praxí, 1- 12. Retrieved from www.regionalnirozvoj.eu 
xlvii. Martin, P., & Chapman, D. (2006). An exploration of factors that contribute to the reluctance of SME owner-

managers to employ first destination marketing graduates. Marketing Intelligence & Planning, 24(2), 158-173. 
doi:10.1108/02634500610654017 

xlviii. Maertz, C.P. & Griffeth, R.W. (2004). Eight motivational forces & voluntary turnovers: A theoretical synthesis with 
implications for research. Journal of Management, 30 (5), 667-683. doi: 10.1016/j.jm.2004.04.001 

xlix. McCracken, M., Currie, D., & Harrison, J. (2016). Understanding Graduate Recruitment, Development, and 
Retention for the Enhancement of Talent Management: Sharpening "the edge" of Graduate Talent. International 
Journal of Human Resource Management, 27(22), 2727-2752. doi:10.1080/09585192.2015.1102159  

l. McMurray, S., Dutton, M. McQuaid, R.W.&, Richard, A. (2016). Employer demands from business graduates. 
Education and Training, 15. doi: 10.1108/ET-02-2014-0017 

li. Melo, P.R.N. & Machado, C. F. (2018). HRM evolution in SMEs: Recruitment and selection case. IGI Global, 377-378. 
doi:10.4018/978-1-4666-4731-2.ch018 

lii. Meyer, J. P., Stanley, L. J. & Parfyonova, N. M. (2012). Employee commitment in context: The nature and 
implication of commitment profiles. Journal of Vocational Behavior, 80, 1-16. doi: 10.1016/j.jvb.2011.07.002 

liii. Moy, W. J. & Lee, S.M. (2002). The career choice of business graduates: SMEs or MNCs? Career Development 
International. 7, 339-347. doi:10.1108/13620430210444367 

liv. Nkechi, A., Emeh Ikechukwu, E. J. & Okechukwu, U. F. (2012). Entrepreneurship development and employment 
generation in Nigeria: Problems and prospects. Universal Journal of Education and General Studies, 1(4), 88-102. 
Retrieved from semanticscholar.org 

lv. Ofori, D, & Aryeetey, M. (2011). Recruitment and Selection Practices in Small and Medium Enterprises: 
Perspectives from Ghana. International Journal of Business Administration, 2(3). doi: d10.5430/ijba. v2n3p45   

lvi. Oliver, B. (2015). Redefining graduate employability and work-integrated learning: Proposals for effective higher 
education and disrupted economies. Journal of Teaching & Learning & Graduate Employability, 6(1), 56-65. 
Retrieved from www.static1.squarespace.com 

lvii. Okafor E.E. (2011). Youth Unemployment and implications for the stability of democracy in Nigeria. JSDA, (13)1, 
Retrieved from jsdafrica.com 

lviii. Rae, D. (2007). Connecting enterprise and graduate employability: challenges to the higher education culture and 
curriculum? Education and Training, 49, 605-619. DOI: 10.1108/00400910710834049  

lix. Rajesh, K. S., Suresh, K. G., & Deshmukh, S. G. (2008). Strategy development by SMEs for competitiveness: a review. 
Benchmarking: An International Journal, 15(5): 525-547. 

lx. Rogers, B.A. (2002). Funding of SMEs: Sourcing of Funds and Problems Limiting Access, ICAN journal. Nigerian 
Accountant,35, retrieved from icanig.org 

http://www.theijbm.com
http://www.hdl.handle.net
http://www.regionalnirozvoj.eu
http://www.static1.squarespace.com


THE INTERNATIONAL JOURNAL OF BUSINESS & MANAGEMENT                ISSN 2321–8916                www.theijbm.com      

 

29  Vol 7  Issue 8                      DOI No.: 10.24940/theijbm/2019/v7/i8/BM1908-011           August,  2019            
 

lxi. Rowe, A.D. & Zegwaard, K. E. (2017). Developing graduate employability skills and attributes: Curriculum 
enhancement through work-integrated learning. Asia-Pacific Journal of Cooperative Education,18(2), 87-99 
retrieved from www.researchgate.net 

lxii. Sachs, J., Rowe, A., & Wilson, M. (2017). Good practice report – WIL. Report undertaken for the Office of Learning 
and Teaching. Retrieved from www.olt.gov.au 

lxiii. Saks, A.M. & Gruman, J. (2014). What do we really know about employee engagement? Human Resource 
Development Quarterly 25(2). doi:10.1002/hrdq.21187 

lxiv. Samuel, M.O, & Chipunza, C. (2009). Employee retention and turnover: Using motivational variables as a panacea, 
African Journal of Business Management, 3 (8), 410-415. doi:10.5897/AJBM09.125 

lxv. Sitharam, S. & Hoque, M (2016). Factors affecting the performance of small and medium enterprises in KwaZulu-
Natal, South Africa. Problems and Perspectives in Management, 14(2-2), 277-288.doi:10.21511/ppm.14(2-
2).2016.03 

lxvi. SMEDAN. (2013). SMEDAN and national bureau of statistics collaborative survey: Selected findings 2013. Abuja: 
National Bureau of Statistics. Retrieved from www.nigerianstat.gov.ng  

lxvii. Steger, M., Littman-Ovadia, H., Miller, M., Menger, L., & Rothmann, S. (2013). Engaging in work even when it is 
meaningless: Positive affective disposition and meaningful work interact in relation to work engagement. Journal 
of Career 120 Assessment, 21, 348-361. doi:10.1177/1069072712471517 

lxviii. Storey, D. J. (2016). Understanding the small business sector. Routledge.  
lxix. The Economist (2016). The young: Generation Uphill – Special Report [online]. Retrieved from 

www.economist.com 
lxx. Williamson, I. O., Cable, D. M., & Aldrich, H. E. (2002) Smaller but not necessarily weaker: how small businesses 

can overcome barriers to recruitment. Managing People in Entrepreneurial Organisations, 5, 83–106. Retrieved 
from www.citeseerx.ist.psu.edu 

lxxi. Wilkinson, A., Dundon, T. and Grugulis, I. (2007). Information but Not Consultation: Exploring Employee 
Involvement in SMEs. International Journal of Human Resource Management, 18(7): 1279-1297. 

lxxii. Wilton, N. (2011). Do Employability Skills Really Matter in the UK Graduate Labour Market? The Case of Business 
and Management Graduates.  Work, Employment and Society, 25, 85-100. doi: 10.1177/0950017010389244 

lxxiii. Yorke, M. (2010). Employability: Aligning the message, the medium and academic values. Journal of Teaching & 
Learning for Graduate Employability, 1 2-12. Retrieved from www.ojs.deakin.edu.au 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.theijbm.com
http://www.researchgate.net
http://www.olt.gov.au
http://www.nigerianstat.gov.ng
http://www.economist.com
http://www.citeseerx.ist.psu.edu
http://www.ojs.deakin.edu.au

