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Abstract

This study examines the role of Human Resource Architecture (HRA) as a strategic
framework for the sustainability of Micro, Small, and Medium Enterprises (MSMEs) in Nigeria.
The research investigates how HR systems, employee competencies, and strategic alignment
influence the economic performance of MSMEs. Using a quantitative research design, primary
data were collected through a structured questionnaire administered to MSME owners and
managers, while descriptive and inferential statistical analyses including correlation and
multiple regression were employed. Results indicate that HR systems (B = 0.25, p = 0.002),
employee competencies (B = 0.30, p= 0.000), and strategic alignment (B = 0.20, p= 0.015) all
have significant positive effects on economic performance. Furthermore, correlation analysis
reveals strong positive relationships between HR systems (r = 0.65), employee competencies
(r= 0.72), and MSME performance, with moderate correlation for strategic alignment (r= 0.55).
The reliability test produced Cronbach’s alpha values ranging from 0.80 to 0.87, confirming
high internal consistency. The findings underscore that well-structured HR processes and
skilled employees are critical to cost efficiency, innovation, and competitive advantage. The
study concludes that strengthening HR architecture can significantly enhance MSME
sustainability and recommends that enterprises align HR practices with business strategies
to improve long-term growth and performance.
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Introduction

In the modern global economy, the strategic management of human resources has become
central to achieving organisational sustainability. The concept of Human Resource
Architecture (HRA) captures how human resource systems, employee competencies, internal
relationships, and knowledge flows are deliberately structured to support an organisation’s
strategic objectives. Globally, HRA has evolved beyond administrative HR functions into a
framework for aligning human capital with long- term competitive advantage (Huselid, 2019;
Cooke & Ferris, 2016). It recognises that the capacity of organisations to innovate and remain
resilient depends on how effectively their HR systems are designed and integrated with
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corporate strategy. In developed economies, firms increasingly rely on strategic HR
configurations to ensure adaptability in turbulent markets, enhance workforce agility, and
foster a culture of learning and performance (Kaufman, 2020). Across developing economies,
particularly in Africa, the role of human resource architecture assumes even greater
importance due to structural and institutional constraints. Many small and medium-sized
enterprises (SMEs) in these regions struggle to implement HR systems that match their
strategic ambitions, often operating informally with limited attention to recruitment standards,
skills development, or performance management (Omogbiya, Okolie & Addah, 2023). Studies
show that African SMEs face high mortality rates largely due to weak human capital
frameworks and the absence of integrated HR strategies that can enhance innovation and
competitiveness (Zakwai, 2023). Consequently, HRA provides a conceptual tool for designing
sustainable enterprise systems that align people, processes, and performance even under
resource limitations.
In Nigeria, micro, small, and medium enterprises (MSMEs) constitute over 90 percent of
businesses and employ a significant portion of the labour force. They are critical to economic
diversification and national development but continue to suffer high failure rates within the
first five years of operation (SMEDAN, 2022). Scholars note that most Nigerian MSMEs
operate informally, with weak HR systems, poor employee training, and limited strategic
planning (Okoye, Xiaoxian & Guo, 2022). The absence of formal HR structures undermines
productivity, innovation, and long-term sustainability (Omogbiya et al., 2023). This raises a
strategic question: how can MSMEs in Nigeria design and deploy human resource
architectures that drive sustainable performance, resilience, and competitiveness?
Despite the growing body of HRM research, few Nigerian studies have holistically examined
HR architecture encompassing recruitment, skill alignment, knowledge management,
leadership, and talent flow as a mechanism for MSME sustainability. Traditional HR practices
are insufficient in today’s dynamic and uncertain markets; hence, strategic alignment between
HR systems and business strategy is imperative for sustainable growth (Kaufman, 2020). This
study therefore addresses a critical management gap by investigating how human resource
architecture influences the sustainability of MSMEs in Nigeria.
Based on the foregoing, the study is guided by the following research questions:
i. How does human resource architecture influence the sustainability of MSMEs in Nigeria?
ii. Which dimensions of HR architecture (skills, systems, structure, leadership) contribute
most to MSME growth and innovation?
iii. To what extent does strategic HR alignment enhance long-term competitiveness of
MSMEs in Nigeria?
iv. The corresponding objectives of the study are:
v. To examine the effect of human resource architecture on MSME sustainability in Nigeria.
vi. To analyse the components of HR architecture that significantly drive innovation and
competitiveness.
vii. To determine the relationship between strategic HR alignment and long-term MSME
performance.
Theoretically, this study contributes to the strategic HRM and management science literature
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by expanding understanding of how HR architecture operates in emerging- economy MSMEs.
Practically, it provides actionable insights for MSME owners, managers, and policymakers on
how to develop HR systems that sustain enterprise performance. Policymakers and agencies
such as the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), Bank
of Industry (BOI), and National Directorate of Employment (NDE) may use its findings to
strengthen human capital policies for enterprise growth. The study focuses on MSMEs in
selected sectors manufacturing, services, and agro-processing across Nigeria, covering the
period 2015-2025 to capture current HRM and sustainability dynamics.

Literature Review Conceptual Clarifications

The construct of Human Resource Architecture (HRA) refers to the deliberate design,
configuration and alignment of HR systems, employee competencies, employment
relationships and knowledge-flows in support of organizational strategic goals. Historically
HRM emphasized administrative tasks recruitment, training, pay, performance appraisal but
the HRA perspective shifts focus onto how organizations architect their human capital and
HR practices to create competitive advantage (Eyamu, 2025). In this view, HRA comprises
dimensions such as formalized HR systems and processes (staffing, training, appraisal,
knowledge management), the competencies and flows of employees (skills, talent mobility,
knowledge retention) and the employment relationships (internal vs external, high
uniqueness human capital) (Eyamu, 2025). From a knowledge-based perspective, human
capital is a strategic, value-creating asset, and HR architecture is the structural and systemic
mechanism through which that human capital is nurtured, aligned and deployed effectively
(Eyamu, 2025). The concept of sustainability in MSMEs extends beyond mere survival to
encompass economic, social and environmental dimensions of value creation and resilience.
For MSMEs, sustainability implies growth, innovation, competitiveness, efficient resource use
and adaptation to shocks (Kairliyeva & Adeyeye, 2023). Human resource strategy influences
those sustainability outcomes by ensuring that the workforce is capable, motivated and
aligned with strategic goals thus organisational performance becomes a by-product of well-
configured HR architecture rather than chance or external resources alone (Kairliyeva &
Adeyeye, 2023). In the Nigerian context, MSMEs (micro, small and medium enterprises)
dominate the business landscape and are key to employment and economic growth. However,
many are informal, poorly capitalised, face skill gaps, weak institutional support and limited
HR infrastructure (Omogbiya, Okolie & Addah, 2023). Given these constraints, the architecture
of human resources becomes especially critical: without structured HR systems, competency
frameworks and strategic alignment, MSMEs in Nigeria will struggle to sustain
competitiveness and survival amid resource volatility and market uncertainty.

Dimensions of Human Resource Architecture

One major dimension is HR systems and processes including staffing and resourcing, training
and development, performance management, compensation and knowledge systems.
Empirical research shows that in Nigerian SMEs, practices like recruitment and selection
significantly affect business success; for instance in Jagos State, recruitment policies and
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training were found to be critical levers for SME performance (Odunayo & Adewale, 2021).
Nevertheless, many SMEs maintain ad-hoc resourcing and weak training programmes,
limiting system effectiveness (Ogunyomi & Ojikutu, 2016). The next dimension is employee
competencies and talent flows this encapsulates skill development, strategic roles, internal
mobility, knowledge retention and talent deployment. The literature emphasizes that distinct
competencies aligned with strategy are essential for value creation and sustainable
advantage (Eyamu, 2025). In the SME realm, limited emphasis on talent flows (promotion,
lateral mobility, retention) weakens the HR architecture’s capacity to adapt and regenerate
human capital. The third dimension is structural and strategic alignment how the HR
architecture is integrated with organizational strategy, market dynamics and external
environment. The resource-based view emphasizes that HR architecture must be tailored to
strategic imperatives rather than generic; studies show that alignment between HR systems
and business strategy helps SMEs become more innovative, agile and resilient (Kairliyeva &
Adeyeye, 2023). The alignment dimension ensures that HR architectures are not static but
evolve with external conditions, enabling the enterprise to translate human capital into
sustained performance.

Strategic HR Architecture and Organisational Sustainability

Strategic HR architecture supports long-term firm survival and adaptability by integrating HR
systems, employee competencies and strategic alignment as a unified mechanism. From the
resource-based view, firms gain sustainable advantage by developing resources that are
valuable, rare, inimitable and non-substitutable well- designed HR architectures qualify as
such resources. Human capital theory underscores that investment in skills and
competencies drives growth, while dynamic capability theory adds that organizations must
continuously reconfigure their HR architectures to respond to changing environments. In
SMEs, this means that the sustainability of operations is not merely a function of external
finance or technology but depends critically on how the HR architecture enables innovation
capability, agility and resilience (Kairliyeva & Adeyeye, 2023). Across developed and
developing countries, research has shown that advanced HR systems aligned with strategy
contribute to higher innovation, profitability and resilience (Eyamu, 2025). For SMEs, such
strategic HR architecture thus becomes a core mechanism for building sustainable
competitiveness.

Human Resource Architecture and MSME Sustainability in Nigeria

Locally, Nigerian MSMEs face distinctive HR architecture challenges: studies indicate
fragmented HR practices, informal employment, weak training and limited strategic HR
alignment (Okolie & Omogbiya, 2023). For example, Okolie and Omogbiya (2023) show that
lack of intentional HR strategies undermines MSME performance in Nigeria. Another study of
employee resourcing in Lagos found that while resourcing matters, its effect was modest and
not strongly predictive of SME performance, revealing gaps in HR architecture deployment
(Ogunyomi & Ojikutu, 2016). Further, research into high- performance work systems in
Nigerian SMEs demonstrated that when HR systems foster innovative work behaviour,
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sustainable organisational performance improves (Kairliyeva & Adeyeye, 2023). These
findings underscore that poor HR architecture (weak systems, poor talent flows,
misalignment) constrains MSME sustainability in Nigeria, making the investigation into HRA
as a strategic enabler both timely and necessary.

Theoretical Framework

This study draws on three key theories: the Resource-Based View (RBV), Human Capital
Theory and Dynamic Capability Theory. RBV argues that firms achieve sustained advantage
through unique resources here, a well-configured HR architecture qualifies. Human Capital
Theory emphasises that investments in employee skills, knowledge and competencies
produce firm-level value. Dynamic Capability Theory adds that firms must adapt, integrate
and reconfigure resources (including human, organisational, knowledge) to remain
competitive in changing environments. Together, these theories support the proposition that
HR architecture is not static but evolves, aligning HR systems and employee competencies
with strategic goals and enabling MSME sustainability in Nigeria’s dynamic environment.

Empirical Review

Several empirical studies from 2015-2025 shed light on HR architecture (or closely related
HRM) and firm/SME performance, though few focus explicitty on HRA and MSME
sustainability in Nigeria. Ugheoke, Isa & Noor (2020) examined antecedents of strategic HRM
practices in 250 SMEs in Lagos and found positive relationships between SHRM practices and
intangible firm performance though knowledge sharing showed no relationship. Ogunyomi &
Ojikutu (2016) studied employee resourcing in SMEs in Jagos State and found a mild
association (0.113) between resourcing and SME performance, concluding that workforce
retention remains a major challenge and that resourcing alone was insufficient predictor of
performance. Odunayo & Adewale (2021) investigated HRM practices and small-medium
businesses in Lagos and found that recruitment and selection practices significantly affected
employee outcomes, and that motivation/remuneration had a weak but positive impact on
business success. Kairliyeva & Adeyeye (2023) on high-performance work systems in
Nigerian SMEs found that adoption of HPWS significantly improved sustainable organisational
performance, mediated by innovative work behaviour. Okolie & Omoghbiya (2023) looked at the
role of HRM in Nigerian SMEs and asserted that deliberate HRM strategies are lacking, which
undermines SME performance and economic contribution.

Model of the Study

The conceptual model posits that the independent variable is Human Resource Architecture,
composed of three sub-dimensions: (i) HR Systems & Processes; (ii) Employee Competencies
& Talent Flows; and (iii) Structural & Strategic Alignment. The dependent variable is MSME
Sustainability, defined to include economic performance (growth, profitability), social
performance (employment, inclusion) and environmental resilience. It is hypothesised that
stronger HR architecture leads to higher MSME sustainability outcomes. Optionally,
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innovation capability may act as a mediating variable linking HR architecture to
sustainability outcomes. Narratively, the model suggests: when MSMEs configure their HR
architecture holistically aligning systems, developing competencies, and aligning HR with
strategy then their human capital becomes a strategic enabler of innovation, adaptability and
sustainable performance.

Identified Gaps

In summary, the literature confirms that human resource architecture is a strategic construct
linking HR systems, employee competencies and alignment with organizational strategy; and
that sustainability in MSMEs is driven by more than financial resources alone. However, gaps
remain: empirical research has rarely employed the HRA concept in the Nigerian MSI/SME
context, limiting insight into how HR architecture influences sustainability (economic, social,
and environmental) of MSMEs in Nigeria. Further, the interactions among the sub-dimensions
of HRA (systems, competencies, alignment) and how they collectively impact sustainability
require investigation. This study addresses these gaps by focusing on Nigerian MSMEs and
empirically analyzing HR architecture as a strategic enabler of sustainability.

METHODOLOGY

This study adopts a descriptive survey research design to examine the influence of Human
Resource Architecture (HRA) on the sustainability of Micro, Small, and Medium Enterprises
(MSMESs) in Nigeria. The design is suitable for establishing relationships between variables as
they exist in a natural business setting without manipulation. Primary data will be obtained
through a structured questionnaire administered to MSME owners, managers, and HR
officers across major sectors such as manufacturing, services, and agro-processing in
selected urban regions like Lagos, Aba, Abuja, and Kano. The population of the study
comprises registered MSMEs in Nigeria, while a multi-stage sampling technique will be used
to select respondents. A sample size of approximately 300 participants ensured adequate
representation across regions and sectors.

Quantitative data is analyzed using descriptive and inferential statistics. Descriptive tools
such as mean, frequency, and standard deviation summarizes respondents’ characteristics,
while inferential analyses such as multiple regression and Pearson correlation test the
relationship between HRA dimensions (HR systems, employee competencies, and strategic
alignment) and MSME sustainability indicators (economic, social, and environmental
performance). Reliability of the instrument will be verified through Cronbach’s alpha, while
validity will be ensured through expert review and pilot testing. Ethical considerations such
as informed consent, confidentiality, and voluntary participation will be observed. This
methodological approach provides a robust empirical basis to evaluate how strategic HR
architecture fosters sustainable performance among Nigerian MSMEs.
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RESULTS AND DISCUSSIONS
Descriptive Analysis:
Descriptive Statistics for HR Systems

Statement SAA N D SDMeanSD
(%) (%) (%) (%) (%)

Our organization has a well-defined process for recruiting3040205 5 4.0 0.9

employees.

Employee performance is Regularly evaluated 2550157 3 41 0.8

Using clear performance indicators.

Training and development programs are consistent with3545(12 5 3 4.2 0.7

Organizational goals.

Compensation and rewards are based on employee 2050205 5 4.0 1.0

performance.

HR policies in our firm align with business strategy. 28142205 5 41 0.9

Descriptive Statistics for MSME Sustainability (Economic Performance)

Statement SAJA [N D [SD [Mean [SD
(%) (%) (%) ((%) |(%)

Our organization has maintained consistent financial growth. |30 |40 20 |5 [5 [4.0 0.8

Efficient HR systems contribute to cost reduction and32 4515 [5 [3 (4.1 0.7

productivity.

Our business has diversified income sources to remain stable.[25 |45 |20 [7 (3 [4.0 0.9

Employee competencies enhance the profitability of our firm. |28 |40 22 |5 [5 (4.0 1.0

We continuously innovate to maintain market competitiveness.|35 42 [18 3 |2 |4.2 0.8
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Multiple Regression Analysis

Multiple regression analysis was performed to evaluate the impact of HR architecture (HR
systems, employee competencies, and strategic alignment) on MSME sustainability (economic,
social, and environmental performance). Below are the results:

Dependent Variable: Economic Performance of MSMEs

Independent Variables: HR systems, Employee competencies, Strategic alignment

Variable Coefficient t-value p-value
Constant 1.50 4.2 0.001
HR Systems 0.25 3.1 0.002
Employee Competencies 0.30 4.5 0.000
Strategic Alignment 0.20 2.5 0.015

Interpretation:

HR Systems: The coefficient of 0.25 means that for every unit increase in HR systems,
economic performance increases by 0.25 units, statistically significant at the 0.05 level (p-
value = 0.002).

Employee Competencies: The coefficient of 0.30 means that better employee competencies
lead to a 0.30 increase in economic performance, highly significant (p-value = 0.000).
Strategic Alignment: The coefficient of 0.20 indicates that aligning HR strategy with business
goals results in a 0.20 increase in economic performance, significant at the 0.05 level (p-
value = 0.015).

Pearson Correlation

Variables Correlation
(r) Strength of Relationship
HR Systems and Economic Performance 0.65 Strong positive correlation
Employee Competencies and Economic|0.72 Strong positive correlation
Performance
Strategic Alignment and Economic Performance [0.55 Moderate positive
correlation

Interpretation:

HR Systems and Economic Performance (r = 0.65): A strong positive correlation indicates that
as HR systems improve, economic performance tends to increase. The relationship is
significant and suggests that effective HR systems are likely contributing to better financial
outcomes for MSMEs.

Employee Competencies and Economic Performance (r = 0.72): The strongest correlation
observed in this analysis, signifying a strong positive relationship. This suggests that
investing in and improving employee skills directly contributes to the economic growth and
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profitability of MSMEs.

Strategic Alignment and Economic Performance (r = 0.55): A moderate positive correlation
indicates a relationship between the alignment of HR strategies with business goals and the
economic performance of the MSMEs. While the relationship is positive, it is less strong than
the others, suggesting that strategic alignment, while important, may not have as pronounced
an effect on economic performance compared to HR systems and employee competencies.
Reliability Analysis (Cronbach’s Alpha)

Variable Cronbach’s Alpha (a) Reliability Rating
HR Systems 0.85 Good reliability
Employee Competencies 0.87 Excellent reliability
Strategic Alignment 0.80 Good reliability
MSME Sustainability 0.82 Good reliability

Interpretation:

HR Systems (a = 0.85): With a Cronbach's alpha of 0.85, the reliability of the HR systems scale
is rated as good. This means the items in the HR systems section are consistent and
dependable in measuring what they are intended to measure.

Employee Competencies (a = 0.87): An excellent Cronbach's alpha of 0.87 indicates very high
reliability, suggesting that the items related to employee competencies are strongly
consistent and provide valid measures of this construct.

Strategic Alignment (a = 0.80): A good reliability score of 0.80 indicates that the strategic
alignment section of the questionnaire is reliable and its results can be trusted for further
analysis.

MSME Sustainability (a = 0.82): With a reliability score of 0.82, the MSME sustainability scale
also demonstrates good reliability, ensuring that the questions measuring sustainability are
consistent and yield reliable results.

DISCUSSIONS OF FINDINGS

The findings of this study reveal that Human Resource Architecture (HRA) significantly
impacts the economic performance of MSMEs in Nigeria. The strong positive correlations
between HR systems (r = 0.65) and employee competencies (r = 0.72) with economic
performance suggest that well-structured HR processes and skilled employees are critical
drivers of financial success. These results emphasize that effective recruitment, performance
evaluation, training, and compensation systems contribute to enhanced productivity and cost
efficiency, ultimately fostering business growth. Additionally, employee competencies play a
central role in achieving profitability, as skilled employees are essential in driving innovation
and maintaining competitive advantages in the market. Strategic alignment also showed a
positive correlation with economic performance (r = 0.55), albeit moderate, indicating that
aligning HR strategies with business goals enhances long-term business sustainability.
However, the relationship is less pronounced compared to HR systems and employee
competencies, suggesting that while strategic alignment is important, other HR factors may
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have a more immediate and direct impact on economic outcomes. The high reliability scores
for all constructs, with Cronbach’s alpha ranging from 0.80 to 0.87, further support the
robustness of the study, confirming that the HR architecture dimensions measured in this
research are consistent and reliable indicators of MSME sustainability in Nigeria.

Conclusion

This study highlights the significant role of Human Resource Architecture (HRA) in driving the
sustainability of Micro, Small, and Medium Enterprises (MSMEs) in Nigeria. The strong
correlations between HR systems, employee competencies, and strategic alignment with
economic performance underscore the importance of robust HR practices in enhancing
business growth and competitiveness. The findings confirm that investing in effective HR
systems and fostering skilled employees are key factors in improving the economic
performance of MSMEs, with strategic alignment playing a supportive yet essential role. The
high reliability of the research instruments further strengthens the validity of the findings,
providing a strong empirical basis for understanding the influence of HRA on MSME
sustainability. Based on the findings, it is recommended that MSMEs in Nigeria prioritize the
development of structured HR systems, with a particular focus on recruitment, performance
evaluation, and employee training programs to enhance employee competencies. Business
leaders should also focus on aligning HR strategies with organizational goals to foster long-
term competitiveness. Additionally, MSMEs should invest in continuous skills development
and innovation to remain competitive in the market. Policymakers and industry bodies are
encouraged to support these efforts by providing resources and frameworks that enable
MSMEs to effectively integrate HR best practices into their operations.
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