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Abstract: This paper attempts to establish a framework to understand the influence of the managerial 
competencies factor among SMEs in Selangor, Malaysia, by reviewing of the profiles of SMEs in 
Malaysia. The proposed framework focuses on the following factors: managerial competencies and 
organizational performance, attitude of managers, managerial competency and leadership, managerial 
competency and organization design and development, managerial background and competency, 
human resource development and managerial competency, competencies of HRD practitioners, 
managerial competency towards competitive strategy, personal factors affecting managerial 
competencies. This study has employed qquestionnaire survey to collect data. We have identified that 
the managerial competencies factors among the SMEs in Selangor, Malaysia have a great impact  in 
motivating the managers towards the growth and development of the SMEs. The study has reviewed 
the significant studies related to the factors influencing the managerial competencies among SMEs in 
Selangor, Malaysia. The aim of this paper is to serve as a literature review on managerial competencies 
in the SMEs of Malaysia. This study has discussed the various managerial factors that influence the 
managerial competencies in an organization. The main objectives of this paper are (i) to examine the 
organization design, which benefits the managerial competencies, (ii) to assess the managerial 
background, which influences the growth and development, (iii) to evaluate the HRM development 
factor in increasing the managerial competencies and (iv) to investigate the managerial leadership 
generating the managerial competencies and the role of the personal factors, in influencing the growth 
and development of the SMEs in Malaysia. Ultimately, this study has concluded that, there is an urgent 
need to identify the influence of the managerial competencies factor among SMEs in Selangor, 
Malaysia. 
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INTRODUCTION 
 

Managerial competencies mean task oriented or personal oriented skills. According to Dave Ulrich (1988) 
“People want to know what set of skills high-achieving HR people need to perform even better” (Robert J. 
Grossman, 2007). It is better to observe what good performers actually do to be successful, rather than making 
assumptions about intelligence and other underlying traits. Roe (2002) has defined competency as an ability to 
perform a task adequately. These definitions are multidimensional, which means that, worker oriented approach, 
which is common in US literatures and work oriented approach used in the UK, are combined to explain the 
research competencies (Van der Klink & Boon, 2002; Sandberg, 2000). 

 
Background Of The Study: 

The increasing demand of the SMEs is the most significant feature in most nations, including Malaysia.  
For accomplishing the vision 2020 and to become an industrialized nation, the future progress in Malaysia 
seems to depend greatly upon the development of SMEs. Therefore, the primary purpose of this study is to 
determine the extent, to which the managers of SMEs have used their competencies and their belief over the 
competencies in effectively performing their jobs.  

Reciprocating the drastic changes in various aspects of the business world, the SMEs play an important role 
in developing country to a higher level. Small and medium-sized firms dominate our economies in terms of 
employment and number of companies, yet their full potential remains remarkably untapped. Although there is a 
broad assumption stating that, that generally SMEs have positive effects on the economic growth any country, 
however, the notion of economic imperatives for SMEs remains largely untested. Hence,  

This paper attempts to look into the challenges faced by the SMEs (Schlogl, 2004). Basically, SMEs 
comprise three key economic sectors such as: manufacturing, services and agriculture. Based on the report by 
the Malaysian Department of Statistics (2003) the micro establishments constitute the largest number with more 
than three quarters out of the total SMEs formations in Malaysia. They are primarily represented in the services 
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and agriculture sectors, with the proportions for 80.4 and 93.3 percent, respectively. Small companies make up 
to 18.4% and medium companies represent 2.2% per cent. The manufacturing sector has also displayed the same 
pattern, nevertheless, the percentage of micro firms was lower (55.3%), while small firms accounted to 39.5% 
(Normah, 2007). There are totally 523,132 establishments in Malaysia, of which 99.2% (518,996) are SMEs, 
while, only 0.8 percent were occupied by large companies. The main activities in the manufacturing sector 
consist of processing and production of raw materials. Meanwhile, the agriculture sector includes rubber, oil 
palm, paddy, coconuts, fruits, and vegetables. The manufacturing sector has emerged as the most important 
component for SMEs in Malaysia, where, the largest number consists of micro-enterprises (53.4 per cent) 
followed by small sized category (38.1 per cent) and lastly medium sized category (5 per cent).  

In terms of distribution by industry, most of the SMEs belong to textiles and apparel and resource based 
industries. The SMEs play a vital role in the development of Malaysian economy. Their contributions have 
heavily influenced the economy as a whole. The SMEs are also important traders and service providers to the 
other primary industries. 

Furthermore, a large number of SMEs are also producers of finished goods and services. Collectively, these 
SMEs have contributed to the growth of manufacturing, services and agriculture sectors, as well as the ICT 
services, in terms of output, value-added, employment and exports (Industrial Malaysia Plan, 2006). 

The purpose of this paper is to analyze the crucial managerial factors, which affect the development of the 
SME’s in Malaysia. In order to achieve this, we have carried out an extensive literature review, related to the 
problems and perspectives of management carried out in Botswana.   

Managerial competence is the ability for managers and leaders, to direct work streams and define outcomes 
clearly. Competence refers to both, the ability (technical/certified) and the inferred ability (acceptance by those 
who are managed). The public and private organizations of Malaysia have put many efforts on the development 
of Small and Medium Enterprises (SMEs), to diversify the economy, to create jobs and alleviate poverty. 
However, the pace of development of SMEs is very slow and discouraging.  

From the previous researches, it is evident that that, a lot of factors such as, managerial factors like human 
resources development; organizational development, managerial background, managerial leadership and 
competitive strategy, personal factors, and organizational design, affect the performance of SMEs. 

 
Literature Review: 

Research in the 1990s and early 21st century has documented the changing nature of work, as organizations 
transition from an industrial to a knowledge-based economy. A number of studies have identified the various 
skills and competencies that are crucial for the 21st century workforce and these studies have also identified the 
gaps in the required skills.    

A number of authors have suggested that, the forces such as, the changing nature of work and 
organizational pressures described above have converged in making a competency-based approach to make the 
human resource management more effective, particularly in getting the benefits from human capital than the 
traditional jobs-based approach. A competency-based approach moves the focus away from the jobs, towards 
individuals and their competencies. Furthermore, core competencies, or those competencies that cut across jobs, 
have become increasingly important, as the distinctions between individual jobs have become more blurred, the 
work roles have changed, and the environment has become less stable. (Cochran, Graham R, 2009) 

Identifying the requisite of competencies for achieving an occupational field is a critical process in human 
resource management, where the task of identifying qualities defines the efficiency of managers. The general 
definition for management competency used in this paper, is a cluster of related knowledge, skills, and attitudes 
that affects a major part of one’s job, a role or responsibility, which correlates with the performance on the job 
that can be measured against well-accepted standards, and that can be improved via training and development. 
(Clifford S. Barber, 2004) 

Of late the employment of competency systems to evaluate, reward, and promote managers has become 
regular practice in large organizations; however there is a lack of to prove that competency systems increase 
managerial effectiveness and improve organizational performance. Nevertheless, the managerial jobs have been 
a main focus of competency representations. Furthermore, there is evidence that, the competency systems 
predict managerial success as measured by 360-degree or supervisor ratings.  

While, identifying successful managers, the critics question whether the competency systems should play 
such a role. One of the problems in this regard is that, there are many different routes to measure managerial 
effectiveness, so models based on a single set of competencies can be misleading. Furthermore, most of the 
competency systems are static and thus susceptible to changing leadership requirements, and the  competency 
identification efforts might often produce similar competencies across organizations, which limit their ability to 
be a source of competitive. Moreover, competency often means “a fairly deep and enduring part of a person’s 
personality”. (Alec Levenson, 2011)  

The SMEs contribute not only to generate revenue but also distribution of income. Generally large firms 
tend to produce a good number of high wage income earners, whereas the SMEs produce a significantly large 
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number of relatively low-income earners. The development of SMEs would therefore help spread income to 
more people. The promotion of developing SMEs should continue to be a policy priority, to narrow the gap 
between the urban and rural development, and to scrutinize social discriminations and rural migration.  

SMEs also promote the culture of saving and investing in society. The money invested in SMEs, would 
probably have been allocated to other expenditures, if SMEs have not been established or sought for it. This can 
directly contribute to the overall savings ratio of the population of Malaysia.  

The dependency of foreign markets can be ultimately minimized by enhancing the potential of SMEs 
poverty alleviation through financial, regulatory and managerial assistances. This will not only save foreign 
exchange but also reduce the impact. Therefore, the promotion of developing SMEs will have a long term effect 
on sustained economic independence and   autonomous development.  

Predominantly the literatures on managerial competencies have used the data, collected by assessment 
centers and external evaluators. Moreover, the internally administered competency systems seem to be used for 
performance management and determining rewards and promotions.  

According to Lawler and McDermott (2003) only 15% of the organizations claim that, there is very 
minimum or lack of influence of managerial competency on the organizational performance. Advocating the 
competency system should enhance power by augmenting discernments of the link between effort and 
performance. Generally, supervisors play a role in deciding, whether the employees have demonstrated their 
competencies. 

 
Research Model & Methodology: 

Despite the growing popularity in the fields of social sciences, a lot of questions have been raised 
onandactively discussed over the legitimacy and dependability of the research tool. Generally, research is a 
continuous process of searching knowledge. One can also define research, as a scientific and systematic search, 
for acquiring relevant information on a specific topic. Research methodology is an approach to the entire 
process of the research study (Collis and Hussey, 2003).  

This section presents the research model & methodology employed in this study including, type of research, 
research approach and research strategy, furthermore, the target population, sampling size and sampling method, 
data collection method and data analysis are also discussed in this section.   

This will be discussed in terms of the aims set for this paper such as, the research design, ethical 
considerations, subjects, material apparatus and procedures used. However, this is not an exhaustive list of 
factors that motivate people to undertake research studies. Nevertheless, there are many more internal and 
external factors such as, directives from government, economic conditions, inquisitiveness about new things, 
aspiration to understand informal relationships, social thinking and awakening and motivating people to perform 
research operations 

 
 Research Design: 
 This research is conducted based on the research philosophy devoted to the research strategy employed and 
utilizing the research instruments for successfully accomplishing the goal. 
        Basically, the research design comprises: research methodology, methods, and data collection and analysis 
techniques based on the aims and objectives of the particular research. It gives a detailed plan of the study and 
will be used to guide and focus the research (Collis and Hussey, 2003). Moreover, the research designs are more 
focused on transforming the research question into a testing project. The best design depends on the research 
questions, however, each deign has its own advantages and shortfalls. Generally, there are two (2) typical 
research designs that can be constructed by researchers such as: qualitative research and quantitative research. 
However, this study has employed the quantitative research design. The quantitative research is used to clarify 
features, count them and build up statistical models to explain what is observed (Miles, and Huberman, 1994). 
Basically, the quantitative researchers absolutely know what they are seeking, before they start the research 
(Miles, and Huberman, 1994).  
        Numbers and statistics are the data of quantitative research, which are collected by the methods of 
questionnaires or any other research tools (Miles, and Huberman, 1994). Quantitative research is more efficient 
than qualitative research, since the results can be used to test hypothesis (Miles, and Huberman, 1994). A 
research philosophy is a belief about the way, in which the data about a trend should be gathered, analyzed and 
used. As mentioned earlier the main objective of this study is to identify the major factors, which affect the 
managerial competencies in the Malaysian SMEs. This objective explains a descriptive relationship, which 
clarifies the features. This study has used questionnaire for quantifying the results of the research. Therefore, the 
research design and strategy is quantitative research. 
 
 
Research Model: 
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consistency as multi-attributes for each one-dimensional construct, organizations might be capable of exposing 
the enormity of the course of innovativeness for further assessing their organizational performance. 
 If the size of a firm expands and becomes more complex, then the need for advanced management practices 
possibly increases. This possibility also recommends an irrelevant association between the managerial activities 
and success of SMEs, as the owner/managers of small, commercial firms depend more on their traditional skills 
and aptitude, rather than the managerial approaches, in order to deal with the daily operational problems.  
 This paper involves a basic research in examining the impact of managerial competencies on the 
relationship between organizational design and development of SMEs in Malaysia. The proposed research topic 
is envisaged by an integrated study of literature related to the entrepreneurship and small business management 
in the field of strategic management. (Huam Hon Tat, 2010) 
 However, Martin and Staines (1994) have elucidated the major discussion on the nature of managerial 
competences in small firms as the parent literature for this paper project. An evaluation of managerial models, 
managerial characteristics, and managerial approach, towards competitive advantage has been found in the 
supporting literature for further explaining the causal relationship between managerial competencies and 
performance of SMEs. However, it is not conclusively suggested that, whether the managerial competencies 
would play the alternative role or could enforce indirect influence on the success of SMEs in Malaysia.  
 The idea of performance as a dependent variable is gauged by two financial indicators such as, sales growth 
and profitability, which distinguish the single, specific, and short-term measures of SME performance in 
Malaysia. Expounders of this single dimension approach to performance measures have lent their supports to the 
theory of goal setting, which offers one of the most recognized management theories, to elucidate the goal-
performance relationship in the experimental settings (Latham and Locke, 2006). 
 
 Managerial Background And Competency: 
 The managerial background comprises the fundamental requirements such as general educational 
background, training in basic business management skills, and practical industry experience to be a professional 
manager. The position of managerial background as least significant is in contrast with the theory and the 
findings of other earlier studies. In contrast to previous studies, the influences of managerial education, training 
and experience on the performance of SMEs were rated low. This could be attributed to:  
 The focus of the sample firms in non-manufacturing sectors, where managerial background has relatively 
less impact on performance; and since most companies are foreign based (South Africa), the managerial 
leadership flows from the headquarters. 
 Organizational design and development covers the lack of clear division of labor, lack of open 
communication, lack of proper organizational structure, low level of standardization of products/service and 
formalization of working procedures. Even though these factors are also rated low, there is obviously a lack of 
enough proof to observer that, these items related to the organizational design do not decisively influence the 
development of SMEs in developing countries (Zelealem T. Temtime and JaloniPansiri, 2007). 
 Our goal is to provide proofs on the influence of managerial background in terms of managerial competence 
in the SMEs of Malaysia, using a setting, which focuses on mutilation of goodwill. As goodwill is highly 
subject to managerial discretion, Ge et al. (2010) have identified little evidence that the CFO background 
explains accounting choice.  
 The researchers have extended this literature by connecting past professional experience of executives, to 
financial reporting choice in an reasonably significant method. In fact, while the conception of managerial style 
can be subtle and hard to outline for attributes of individuals, the link between experience of managers’ 
investment banking or auditing and the goodwill reporting choices of the firms  is traceable. 
 It is the aim of this study to discretely appraise these competency clusters, to see how each has contributed 
to the overall job responsibilities of a SMEs manager. It is also significant to view them separately since the 
SMEs do not offer these facilities and this could influence the overall ratings of these clusters.  
The reasons for managers having recreation management competencies lower than other competency skill sets 
might be due to the fact that, they have competent people who work and manage these operations. Another 
reason could be that, the managers do not have satisfactory backgrounds in this area, and do not feel contented 
with the lack of managing skills. and yet another reason might be that, the study did not identify the appropriate 
competencies utilized by managers for managing their departments. However, future research should be 
conducted regarding these competencies, to assess how they contribute as an significant management 
competency factor for managers. The managerial should be accountable for vital managerial tasks needed to 
manage the sports and recreation departments (Jason P. Koenigsfeld, 2007). 
 
 Human Resource Development And Managerial Competency: 
 Coetzee (2007) has stated that Malaysia is facing a critical gap in expertise, an ageing but highly skilled 
workforce, increasingly complex technology and rising consumer expectations from service providers. He 
suggests that, the demand for quality education and training and competent and qualified human resource 
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  Consequently, most of the Malaysian SMEs (if not all) have survived and sustained from the huge recession 
in 1997 and their excruciating experience have provided a platform for upgrading the business skills, 
incorporating the MNC-SME ties, evenly allocating the national income, and renovating the economic system. 
(Schaper&Volery 2004) 
 According to Martin and Staines (1994) the major discussion on the nature of managerial competences in 
small firms has been initiated as the parent literature for the project. An evaluation to managerial models, 
managerial characteristics, and managerial approach, to competitive advantage has been found in the supporting 
literature, which further explains the causal relationship between managerial competencies and performance of 
SME. 
 
 Personal Factors Affecting Managerial Competencies: 
 The performance capability of managers has very crucial consequence on the functionality of the business. 
The lack of education and professional training are the reasons of a lot of managerial problems in SMEs. 
Nowadays, owners/managers of small firms must be accustomed with many management aspects such as, 
finance, personnel, sales, production, etc.  

Many studies have identified that, the entrepreneurs perform badly in many areas of management such as, 
bookkeeping, marketing, costing, warehousing, stock control, production scheduling, and quality control. The 
owner/managers in some cases either do not understand financial statements or do not use them for planning 
purposes. Some owner/managers still do not distinguish the personal expenditure and business expenses, and 
have no precise awareness of their production costs (Zelealem T. Temtime and JaloniPansiri, 2007). 

Nowadays global competition has made strategic planning, competitive strategy, performance 
benchmarking and information gathering and processing basic requirements for the survival of firms. Monk 
(2000) identified exaggeration on short-term profitability; rigid decision-making patterns and poor use of 
external advisors are the major threats to SMEs. He has also noted that family commitment and personal 
problems put needless pressure on owner/managers, whose managerial philosophy is directly associated with 
personal characteristics. Peterson et al. (1983) and Small bone (1990) have indicated that, centralized one-man 
decision/making, lack of designation, and the practice of having more importance in dealing with urgent 
problems in the workplace or in business than strategic issues are among the major factors that affect small 
firms. 

Business information minimizes information irregularity. If an entrepreneur has spent time developing a 
widespread and a business plan at an early stage of the project, the risk perception should be minimized and the 
possibility of getting the capital should increase.  

The elevated the degree of managerial competency demonstrated by the owners of a new firm will enhance 
the feasibility and endurance of the new SME. Networking in a small firm context as an activity, in which the 
business-oriented SME owner builds and manages personal relationships with specific individuals in their 
surroundings Atieno (2009).  

OlawaleOlufunsoFatoki (2011) has also pointed out that, by utilizing network relationships as a business 
strategy, a new SME can access to imperative resources, capabilities and information resulting in 
entrepreneurial opportunity. The lack of networking impacts the authenticity of the new SME. The new SMEs 
get more trade credit from their suppliers when they have long-term business or personal associations with 
suppliers, have regular communications with suppliers, or are in the same networks with suppliers 
(OlawaleOlufunsoFatoki, 2011). 

Management literatures offer some awareness into the factors that influence the performance consequences 
for organizations. In particular, the literatures discuss how managers might outline organization performance, 
from their behavior to personal traits. Researches have considered characteristics of managers such as, 
differences in gender as a factor that influences management styles and leads to unstable performance results. 
Researchers have identified that, masculine and feminine genders manage differently, leading to different 
influences on performance outcomes (Meier, O�Toole and Goerdel 2006).  

Researchers have investigated the means that makes male and female management different, suggesting 
that, the use of female emotional labor allows women to influence an organization and its performance 
outcomes differently (Hsieh and Guy 2009). These studies have identified a link between emotional labor and 
performance outcomes, indicating that personal characteristics of managers can influence the success of 
organizations. 

Personal motivation characteristics, skill, and talent have also been studied as factors to study the personal 
abilities of managers and their effect on organizational performance. Researchers have identified that 
managerial quality, as evaluated by any additional compensation apart from a basic salary of managers, has 
positive effects for organizational performance outcomes. Level of education and job experience of managers, 
are described as managerial qualifications, they also constructively impact the outcomes of organizations. The 
literatures on leadership consider the features such as, talent and skill and strategies and actions possessed by 
managers’ influence the outcomes of organizations. These studies seek the ability of individuals to guide an 
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organization and the particular actions and policies implemented, which can affect influence the outcomes of 
organizations (K. Jurée Capers, 2011). 

PlamenPenchev and AnttiSalopaju (2011), have argued that, the latter three terms are seen as substitutes for 
each other, and overall these foundational, individual, and managerial competencies are probably associated to 
the enterprise, and in turn to its values and competencies. Consequently, the essential competencies of 
organizations have to be identified for the purpose of matching the consequent competencies required by the 
workforce and managers, and the managerial skills respectively, to be developed in such a way that, they will 
reveal the current and the future requirements and core competencies of the organizations.   

The researchers have summarized that, the entrepreneurial competencies can be defined as superior 
characteristics, which represent the total ability of the entrepreneurs to successfully perform their role, and as 
comprising knowledge, expertise and personality characters, which are in turn impacted by the education, 
training, family background, experience, and other demographic aspects of the entrepreneurs.  

 
Conclusion: 

This paper had concluded that there is an urgent need to identify the influencing factors of managerial 
competencies among SMEs in Selangor, Malaysia. 
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