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Abstract: In the fast-evolving world of finance, resources and technology are not the only factors that 

can determine the success of a microfinance bank; the competencies of the leaders are paramount. 

This paper investigated how leadership competency gaps affect the management performance of 

sampled microfinance banks in North-Central Nigeria in strategic thinking, communication, and 

flexibility/adaptability competencies. The research design adopted was quantitative, and a sample of 

84 respondents was selected using stratified sampling techniques from a population of 120 across 

different microfinance banks in the North-Central region to gather primary data using structured 

questionnaires. Hypothesized relationships were tested using descriptive statistics and regression 

analyses. The findings revealed that strategic competency gaps had a non-significant impact on 

operational efficiency (β = 0.106, Sig=0.612), communication competency gaps also showed a non-

significant influence on operational efficiency (β = 0.155, Sig =0.377), whereas decision-making 

competency gaps had a highly significant effect on operational efficiency (β = 0.966, Sig=0.000). 

These results show that while decision-making competency gaps are a critical challenge to managerial 

performance and service delivery, strategic and communication competency gaps do not have 

significant effects on operational efficiency and team performance in microfinance banks. The study 

concludes that addressing decision-making competency gaps is essential for improving operational 

performance, while strategic and communication competency gaps should be further explored in future 

research. The uniqueness of this study lies in its simultaneous focus on multiple leadership 

competencies and their distinct impacts on management outcomes in the microfinance industry, 

offering valuable insights for policymakers and bank managers.  

Keywords: Leadership competency gaps, strategic thinking, communication, operational efficiency, 

microfinance banks  

 

  

INTRODUCTION  

 

Microfinance banks are at the heart of the financial structure in Nigeria, delivering access to credit, 

facilitating financial inclusion, and serving micro-enterprises and low-income households which are 

mainly marginalized by formal commercial banks. In this context, the effectiveness of management is 
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what makes or breaks these institutions to either meet their developmental mandate or not. The ability 

of management teams to perform efficiently largely is pegged on the ability of the leaders and 

especially in strategic thinking, interpersonal communication, flexibility, and decision making. In case 

of shortages in such competencies, the impact is not only on the performance of individuals but also 

on the efficiency of an institution, coordination among the staff, and quality of services.  

 

Microfinance banking sector has traditionally aided financial inclusion, entrepreneurship and poverty 

alleviation in Nigeria (Abdullahi et al., 2021). The main components of leadership competency are 

technical, interpersonal, and conceptual abilities, which are mutually dependent on one another and 

the competence to combine them into a cohesive unit defines both managerial and organizational 

success (Yi & Zulaikha, 2022). The experience of developing economies, such as Nigeria, proves that 

a lack of leadership competency leads to quantifiable negative changes in the quality of decisions, 

employee motivation, and institutional performance (Alebiosu et al., 2022). These shortcomings are 

reflected in lack of strategic foresight, less sensitivity to market forces and lack of management to staff 

communication. The mentioned effects are especially apparent in North-Central Nigeria; microfinance 

banks operating in this area indicate that the default rates of loans and their low efficiency continue to 

be remarkably high (Yahaya, 2020).  

 

Although the issue is important, there is a paucity of scholarly literature on leadership competency 

gaps in the context of the microfinance industry in Nigeria in comparison to other similar studies of 

commercial banks and small-to-medium enterprises. Detthamrong, Nguyen and Chansanam (2023) 

discussed leadership styles within microfinance institutions but failed to comment on the competency 

gaps that limit the management performance. In the same style, Muhangi, Iqbal and Kasozi-Mulindwa 

(2024) examined the leadership competencies in small financial institutions and established that both 

technical and relational competencies were predictive of the performance of the firm, although the 

results do not directly apply to the microfinance banking context in Nigeria. This difference is 

important since structural and regulatory features of microfinance banks in Nigeria provide a unique 

institutional environment that should be subject to its own empirical research.  

 

Another weakness of current studies is its preponderance on leadership styles and lack of emphasis on 

the actual measurement of skill shortages and their objective contribution to management outputs in 

the form of employee productivity, speed in decision-making, and quality of services. This 

approachological perspective creates a substantive empirical gap in the comprehension of how certain 

deficits of leadership competencies limit managerial performance in microfinance institutions in 

Nigeria. The Central Bank of Nigeria (CBN) has always underlined good leadership and management 

skills as a requirement to institutional sustainability and regulatory adherence. However, according to 

the reports, instability in leadership, lack of succession planning, and unorganized capacity-building 

initiatives persist to undermine service delivery and destroy customer trust in most microfinance banks 

(Mukhama, 2023). This issue is backed up by evidence of broader African contexts. Tesfaye (2024) 

determined that the main management competencies of African financial organizations are cognitive 

and interpersonal leadership capabilities, and that leadership adaptability is one of the key elements of 

organizational resilience mentioned by Nyamekye and Boateng (2021). The results indicate a regular 

trend, but empirical research on the quantitative association between the gap in leadership 

competencies and management performance is scarce in the North-Central Nigerian setting.  
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On theory level, there is the Human Capital Theory that argues that productivity is the result of 

education, training and experience (Becker, 1964) and Competency Theory which holds that effective 

leadership can be traced back to observable and measurable behavioral characteristics (Boyatzis, 

2008). Leader-Member Exchange (LMX) theory also highlights quality of leadersubordinate relations 

as a predictor of organizational performance (Graen and Cashman, 1975). Okogun (2020) used a model 

based on competencies to measure strategic, personal, and technical competencies among SME 

managers in Abuja, which offers a valuable methodological guide in the present study. Bass (1985) 

cited by Do (2021) correlates transformational leadership with the motivation, satisfaction, and 

performance of employees. Together, these theories give a solid conceptual foundation on which to 

analyze competency gaps, but empirical research that measures these frameworks on microfinance 

banks in Nigeria is limited.  

 

This study fills that gap by empirically investigating how leadership competency gaps affect the 

effectiveness of management in the sampled microfinance banks in North-Central Nigeria. The 

targeted objectives include establishing how strategic competency gaps affect operational efficiency, 

to establish how communication competency gaps affect operational efficiency and to establish how 

decision-making competency gaps affect operational efficiency in the chosen microfinance banks in 

North-Central Nigeria.  

 

 LITERATURE REVIEW   

 

Leadership competency can be defined as a combination of knowledge, skills, attitudes, and behaviors 

that allow leaders to mobilize resources and people towards organizational goals (Ngayo & Fotso, 

2021). The modern synthesis of the literature on leadership always focuses on goal-oriented influence, 

introducing change, and aligning the follower effort with strategic priorities (Reed, 2021). Practically, 

leadership competency is structured into four domains that are intertwined: strategic competency that 

includes visioning, environmental scanning, and strategy formulation; communication competency 

that includes message framing and active listening as well as feedback; interpersonal competency, 

which includes empathy, conflict management, and team-building; and decision-making competency, 

which includes analytical reasoning, risk assessment, and timely judgment. The domains have 

behavioral indicators that can be observed and, when combined, define the effectiveness of leaders 

(Reed, 2021). Conceptualizing competencies as trainable and quantifiable skills, but not specific 

personality traits, allows identifying particular deficiencies, determining their extent, and managing 

them with specific human resource responses (Talerico, 2022).  

 

Leadership competencies have direct and quantifiable implications on organizational performance in 

microfinance banks where the operational margins are low and the institutional trust is weak. 

Strategically capable leaders can transform market insight into effective product, price and resource 

deployment choices that can keep the quality of the portfolios and efficiency of operations. In case of 

strategic competency gaps, institutions experience resource misallocation, bottleneck in processes and 

poor contingency planning. The competency of communication influences the performance of the team 

and the relationships with clients as powerfully as well; the absence of vertical communication leads 

to fewer transaction errors, an increase in staff compliance, and maintenance of morale in a situation 

of operational stress (Napoko, 2021). Microfinance institutions and small-scale banking operations 

have always shown empirically that the quality of leadership is a predictor of service delivery, staff 

https://www.eajournals.org/


European Journal of Business and Innovation Research, 14(6),35-58, 2026 

                                                    Print ISSN: 2053-4019(Print)  

                                               Online ISSN: 2053-4027(Online) 

                                          Website: https://www.eajournals.org/                                                         

                    Publication of the European Centre for Research Training and Development -UK 

38 

 

productivity, and financial sustainability, which confirms that competency gaps are risk and 

performance issues, rather than human resources issues (Radha & Aithal, 2024).  

 

In recent Literature by Boyatzis (2020)  and expanded by (Spencer & Spencer (2021) competency 

frameworks name the clusters of emotional, social and cognitive competency with prescriptive 

behavioral indicators, and have been widely used in leadership evaluation and development programs 

applicable to microfinance contexts (Dzimiri, 2023). The Three-Skills Approach by Katz and Peter 

G.Northouse (2022) provides a complementary mapping of the technical, human, and conceptual skill 

among all levels of management, defining that strategic gaps at senior levels harm operational 

efficiency and communication deficits at middle management levels directly harm team performance 

the most. Financial indicators of management effectiveness in microfinance institutions include return 

on assets, operational indicators like expense ratios and self-sufficiency, and human capital indicators 

like staff productivity and retention (Sinha and Ghosh, 2022; Findev and Gateway, 2023; Meyer, 2021). 

These multiple measures are indicative of the twofold nature of the goal of MFIs to be both financially 

viable and socially outreachable (Chen & Yuan, 2021; Maldonado-Castro, GallegoLosoda and 

Montero-Navarro, 2024). Organizations with strategically capable managers have a higher operational 

efficiency, resource utilization, and service innovation (Abbas, 2020), whereas those with weak 

strategic leadership report lack of internal connectivity, decreased employee engagement and declining 

client satisfaction (Kolajo, Olaosebikan and Smith, 2024).  

  

Conceptual Framework  

Figure 1 defines the relationship between leadership competency gaps and management effectiveness 

through its proxies of strategic competency, communication competency and decision making 

competency. It also shows that management effectiveness being measured by operational efficiency is 

dependent on these three dimensions.  
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Figure 1 Representation of variables  
Figure 1 showing the schematic theoretical constructs of management effectiveness and their 

interrelationships with leadership competency gaps.   

 

Theoretical Review  

The theoretical framework serves as the foundation that guides this study's conceptual direction by 

explaining how leadership competency gaps influence management effectiveness. This study utilizes 

three interconnected theories: Leader Member Exchange (LMX) Theory, Competency-Based Theory, 

and Transformational Leadership Theory, to provide a comprehensive understanding of leadership 

effectiveness in microfinance banks. LeaderMember Exchange (LMX) Theory provides a valuable 

conceptual framework to explain the role of leadership competency gaps on management performance 

in microfinance banks. At the core of LMX Theory is the notion that leadership does not lie with formal 

authority and positional power but with the nature of the relationship leaders build with their 

subordinates. The quality of these dyadic relationships is different: high-quality relationships are 

marked by the trust, mutual respect, shared influence and open communication, whereas low-quality 

relationships are marked by insufficient interaction, formality, and access to resources or assistance. 

(Martin et al., 2022).  

 

In microfinance banks, where the frontline interaction, cohesion of teams, and fast decisionmaking are 

critical, the quality of leader-member relationships highly influences the managerial outcomes. The 

leaders that have good competencies in communication, emotional intelligence, coaching, and conflict 

management are in a better position of developing quality exchanges that will boost the motivation and 

performance of employees. In recent studies, leaders who have well-formed interpersonal and 
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relational competencies can better develop strong LMX relationships, thereby achieving greater 

employee engagement and organizational performance (Tucker, Robie & Parker, 2023). In cases of 

leadership competency gaps, there is no easy way of developing these high quality exchanges. Leaders 

with communication, decision-making, or empathy issues can unintentionally establish poor-quality 

interactions that involve mistrust, deficient feedback processes, and insufficient collaboration. Such 

gaps may have direct operational implications in microfinance contexts. As an example, poor leader 

member relationships may delay the flow of information, demoralize the team and decrease the 

willingness of employees to perform discretionary behaviors that improve service delivery. The 

financial institutions in sub-Saharan Africa have seen evidence that good LMX relationships lead to 

better roles, increased productivity, and better organizational coordination, which are essential 

components of management effectiveness in highly client-oriented settings (Omondi & Kimwele, 

2023).  

 

The LMX Theory is thus very applicable to the study since it emphasizes how leadership competency 

gaps are converted into relational deficiency that eventually affects the performance of the managers. 

Since microfinance activities are relationship-based (i.e., client evaluation to credit recovery), leaders 

need to have competencies that would allow them to establish trust-based relationships with their staff. 

The theory shows that with such inept leaders, the low quality of exchanges that are created disrupt 

teamwork, communications and organizational learning, which negatively affects the effectiveness of 

management. In general, the LMX Theory highlights a relational avenue in which gaps in leadership 

competency impact managerial outcomes. It enhances the theoretical claim that successful leadership 

in microfinance banks cannot be considered merely a role of strategic or technical skills, but relational 

competencies that facilitate the establishment of efficient leadermember interactions. This theoretical 

understanding offers a solid foundation to the analysis of the role of competency shortfalls in the 

differences in management performance among microfinance banks in North Central Nigeria.  

 

Transformational Leadership Theory provides another perspective of analyzing leadership competency 

gaps through the capabilities of leaders to inspire, motivate and transform their followers. Visioning, 

intellectual stimulation, empathy, ethical behavior and the capacity to promote innovation are some of 

the competencies demonstrated by transformational leaders. These skills allow leaders to become 

change agents, improve employee engagement, and foster a high performance culture (Boamah & 

Tremblay, 2022). Transformational competencies are very important in microfinance banks in North 

Central Nigeria, as the industry is always subjected to regulatory changes, competition and the demand 

to innovate in delivering financial services. The incompetence of leadership styles, especially inspiring 

employees, communicating out a clear vision, or problem-solving encouragement, can thus limit the 

efficiency of management to respond to the ever-changing market situations. Research indicates that 

transformational leadership conducts enhance organizational effectiveness, particularly regarding 

financial and service-based organizations that depend on customer confidence and team unity 

(Namutala & Wandiga, 2024).  

 

Therefore, Transformational Leadership Theory can be used to shed light on the hindrances to the 

ability of leaders to motivate employees, facilitate change, and facilitate the growth of an organization 

due to competency gaps. It supplements the other theories by centering on the motivational and 

developmental components of leadership that is fundamental in the functioning of management. 

Competency-Based Theory offers a theoretical base of how personal knowledge, skills, behaviors and 
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attributes can be used in effective leadership performance. The theory presupposes that leaders with 

the appropriate competencies tend to have a higher chance of influencing organizational outcomes, 

changing, and meeting strategic goals (Adebayo & Adebisi, 2024). Leadership positions in 

microfinance banks require strategic planning and financial acuity, risk management, communication, 

innovation, and human relations skills. The ability of the leader to perform effectively can be directly 

constrained when there is a gap in competencies that results in poor training or the lack of experience 

as well as poor organizational development. Recent research has established that a lack of 

competencies has an adverse impact on the managerial decision-making process, organizational 

coordination, and performance (Shomoye-Olusi et al., 2024).The Competency-Based Theory 

reinforces the thesis that leadership does not emerge by chance but is skillfully developed through the 

process of acquiring and applying the pertinent competencies. In microfinance, skills gaps in, e.g., 

emotional intelligence, team leadership or customer relationship management may directly affect the 

stability of operations and customer satisfaction. Thus, the theory offers a structural account of why 

lack of leadership competencies compromises the effectiveness of management.  

 

This paper is based on the three theories as they are complementary and describe in detail how the gaps 

in leadership competencies affect the performance of management in the microfinance banks. The 

LMX Theory links competency gaps to low levels of relationships between leaders and their members, 

lack of trust and communication.  (Martins et al., 2022). Competency-Based Theory directly attributes 

competency shortcomings to poor managerial decision-making, poor coordination, and poor 

operational inefficiency as referenced by Doe and Smith, (2023). In the meantime, the 

Transformational Leadership Theory describes the existence of gaps in the visionary, motivational, and 

developmental competencies that reduce the ability of the leaders to inspire and lead teams. (Adebayo 

& Adebisi, 2024). Overall, these theories offer a comprehensive idea of the channels in which 

leadership competency gaps, be it the relational, behavioral or motivational ones, and erode 

management performance in the chosen microfinance banks in North Central Nigeria.  

 

Empirical Review    

The microfinance institutions of Sub-Saharan Africa are known to provide consistent empirical 

evidence that the quality of leadership is a key determinant of institutional performance. Do (2020) 

tested the relationship between transformational leadership and financial performance, staff 

satisfaction, and operational efficiency by analysing 85 MFIs in Ghana with the Multifactor Leadership 

Questionnaire and regression analysis and concluded that transformational leadership has significant 

positive effects on financial performance, staff satisfaction, and operational efficiency. The vision 

articulation, inspirational motivation, and individualized consideration have been useful in improving 

the strategic decision-making process and shaping the organizational alignment. The competency gaps 

were not directly measured in the study; however, the findings provide direct evidence that operational 

outcomes are driven by strategic and visionary leadership competencies, which, in turn, has direct 

empirical evidence backing the theoretical focus of the present study of strategic competency deficits 

as a limitation to the effectiveness of management.  

 

To add to this background, the Nigerian context supports the particular correlation between institutional 

underperformance and lack of leadership competencies. Nigerian microfinance banks were surveyed 

by IIIR (2022) and the majority of them did not have formal leadership development programs on 

strategic planning, resource management, and communication skills. The regression analysis revealed 
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that there is a strong correlation between poor outreach and financial performance and weak leadership 

development, and proved that the lack of strategic and communication competencies diminishes 

management performance in Nigerian MFIs. Nwazuoke and Akanazu (2023) further developed this 

result by a cross-sectional survey of 60 Nigerian MFIs, using hierarchical regression to demonstrate 

that leaders who exhibited strategic vision, integrity, and empowerment skills, coupled with 

adaptability, generated quantifiable changes in operational and financial performance. Omofowa 

(2021) also analysed 120 Nigerian MFIs, surveying 291 managers, and discovered via multiple 

regression that strategic communication was a more significant predictor of business performance than 

formal reward systems. Leaders providing clear direction, effective feedback, and open information 

flow encouraged staff involvement and operational precision, explicitly confirming the significance of 

the communication competency in management performance.  

 

Taking the analysis further than Nigeria, studies in East Africa give further evidence of the operational 

implications of leadership competency gaps. Namutala and Wandiga (2024) surveyed Nairobi, Kenya, 

deposit-taking MFIs, based on multiple regression analysis, and determined that leaders exhibiting 

emotional intelligence, flexibility, and active problemsolving, had a significant positive impact on the 

performance of the institutions. Their results recognize flexibility as a competency that is directly 

operationally relevant, especially where the environment is volatile in terms of regulations and has 

competition. After reviewing the 45 Kenyan MFIs of secondary data, Waithaka, Gakure and Wanjau 

(2021) concluded that experience in the CEO position, governance structure, and strategic orientation 

had a positive impact on social performance, which highlights that top-level leadership competencies 

determine the institutional capacity based on various performance dimensions. IJSTR (2024) used 

survey and regression techniques in Kakamega County, Kenya, to show that participative, supportive, 

and communicative leaders have a positive impact on the outcomes of operations, behavioural 

competencies are directly linked to management effectiveness, and the communication competency 

aspect of the current study framework is reinforced.  

 

The same leadership competency and performance relationship can also be seen in crisis and resilience 

situations. The study conducted by RSIS International (2025) on 98 Nigerian financial institutions 

revealed that timely, transparent, and consistent communication in the event of crisis helped to maintain 

trust in the institution and reduced operational disruption. Organizations that had managers with 

communication competency gaps were found to be more unstable and slower to recover after the crisis, 

which proved that communication gaps have especially dire effects in the environment of operational 

stress. Ater (2023) also explored 50 South Sudan banks and determined through regression analysis 

that vision, collaborative decision-making, and resource fit leaders are effective in enhancing strategic 

implementation performances, which in turn confirmed that strategic competency can enhances 

management performance in a wide range of African financial contexts.  

 

Large-scale studies confirm both the centrality of leadership competency to institutional performance 

and the centrality of leadership competency to pan-African level. In a survey of 294 MFIs in Africa, 

Chekenya (2025) found using regression analysis that the high-level CEO competency deficit in terms 

of vision, experience, and charisma played a key role in improving the performance of MFIs, both 

operational and financial performance, and that top-level competency deficits do have institution-wide 

implications. In their study, Effendi et al. (2024) examined 58 MFIs and conducted regression and 

mediation analysis to demonstrate that ambidextrous leaders who prioritized innovation and 
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operational efficiency, as well as used intellectual capital to gain competitive advantage and achieve 

better performance outcomes.  

 

Kariuki et al. (2022) studied 40 Kenyan MFIs and determined that transformational leadership factors 

such as idealized influence, inspirational motivation, and individualized consideration enhanced staff 

retention due to psychological empowerment, which correlates strategic and communication 

competencies with human capital performance resulting in operational performance. In a structural 

equation modelling study, Priyanka Maharani et al. (2025) examined African MFIs and concluded that 

ethical leadership, coupled with open internal communication, reinforced the operational process, 

minimized service mistakes, and enhanced service delivery, proving the extensive operational 

relevance of communication competency. Okeyo (2023) examined 75 Nigerian MFIs and determined 

by correlation analysis that costoriented strategic leadership increased financial and social performance 

and Ochonogor (2020) employed an Error Correction Model to show that effective leadership in 

Nigerian MFIs positively impacted the entrepreneurship, financial inclusion and overall human 

development outcomes.  

 

Combined, the empirical literature demonstrates a consistent trend, in which particular deficits in 

leadership competencies in the areas of strategic thinking, communication and decision making lead 

to measurable decline in operational efficiency, performance of her team, and organizational 

performance in microfinance banks in Sub-Saharan Africa and Nigeria specifically. This trend 

characterizes the empirical environment in which the current research places its research.  

 

Literature Gaps  
It is evident that more studies have been conducted about the competencies of leadership, yet it is 

observed that gap in the literature on leadership still exists, where the study of the competency gap of 

leadership is lacking as opposed to the general ones, especially in microfinance institutions in Nigeria. 

Hence, the competence-based and decision making has not been integrated into one framework 

Okonkwo, Gandu, and Muhammad (2025). The literature has not given much attention to the North-

Central region and has not covered the study of links between specific competencies, including 

strategic and communication skills, and the direct impact on the working process efficiency and team 

results. Besides, shallow comparative studies that connect specific competency areas to various 

dimensions of management performance are lacking; therefore, an important practice is not adequately 

explored. This paper fills these gaps by empirically exploring the connection between certain 

leadership competency deficits and management effectiveness within the chosen microfinance banks 

in North-Central Nigeria, which will be in context-specific, which may be utilized in the development 

of leadership strategies and improve the operational performance of the Nigerian microfinance sector.  

 

METHODOLOGY 

  

Quantitative research design was adopted using a descriptive survey where the researcher empirically 

evaluated the relationship between competency gaps in strategic thinking, interpersonal 

communication and managerial flexibility with regard to the quality of decisions, team performance 

and operational efficiency in selected microfinance banks in North-Central Nigeria. The descriptive 

survey design was suitable because it can be used to collect quantifiable data of a defined population 
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systematically so that the relationship between variables can be statistically analyzed (Creswell & 

Creswell, 2023).   

 

The population for this study comprises middle level managers and supervisory staff of selected 

microfinance banks operating within North Central Nigeria. The choice of this population is informed 

by their direct involvement in day-to-day banking operations and their exposure to leadership practices 

within their institutions. The choice of this population was based on the results from previous research 

such as Mintzberg (2023); Kim and Park, (2021), which revealed that middle managers are the most 

accurate information source to consider when assessing the management abilities and the performance 

of the organization because they have enough experience and operational knowledge. A stratified 

random was adopted to provide sufficient representation among various microfinance banks as well as 

levels. Stratification is necessary in cases where the population is composed of recognizable 

subsamples of potential different features like senior employees, supervisors, and frontline employees 

since it enhances the sampling accuracy and minimizes bias (Etikan & Bala, 2022). Given that 

microfinance institutions vary in size and form, yet they have similar regulations in the region, 

stratification increased the accuracy of the comparison of banks. The sampling frame was a total of 

120 employees working in the selected microfinance banks in North-Central Nigeria, 84 employees 

were selected using stratified random sampling. The sample size is within the best practices that 

suggest above 30 and below 500 samples are sufficient in behavioral research and regression-based 

studies (Hair et al., 2020).  

 

Structured and electronically-administered questionnaires were used to collect data electronically from 

the respondents in the sampled microfinance banks. Electronic questionnaires improve the response 

rate by improving it, minimize social desirability bias, and allow the respondent to complete the 

instrument at their own time (Clifford & Jerit, 2020). The questionnaire was divided into four parts: A 

- Demographics (age, gender, job role, and years of experience). Section B - Items assessing gap in 

strategic thinking competency. Section C - Items representing gaps in interpersonal/communication 

competence. Section D - Items in this section assess the gaps related to flexibility/adaptability and 

measure the indicators of the operational efficiency, team performance, and decision quality. A five-

point Likert scale (5 = Strongly Agree to 1 = Strongly Disagree) was applied to all items, which is in 

line with the current managerial competency research and makes it easier to quantify the attitude and 

perceptions (Joshi et al., 2020). The questionnaire itself was designed, tested, and based on tools that 

had been utilized in research on managerial competencies and organizational performance, such as 

Liedtka, (2020), Downs & Adrian (2021), Men & Yue (2020), Park, Bae & Hong (2021), Mathieu et 

al., (2020), and Elbanna, Hsieh & Child (2020), so there would be conceptual and theoretical 

consistency with the constructs that had been established.  

  

The questionnaire items were based on already validated scales, used in peer-reviewed research about 

strategic competencies, managerial flexibility, communication skills, and organizational efficiency. 

Cronbach Alpha which is a measure of internal consistency of multi-item scales was used to evaluate 

reliability. Alpha of 0.7 or higher is usually regarded as acceptable in the research in the organization 

(Tavakol & Dennick, 2021). A pilot study involving 15 respondents was conducted. Internal 

consistency was assessed using Cronbach’s Alpha. All variables produced reliability coefficients 

between 0.78 and 0.91, exceeding the acceptable threshold of 0.70 (Tavakol, 2020).  
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Table 1: shows the reliability coefficients of the Constructs.  

Variables  Number of Items  Cronbach’s Alpha  

Strategic Thinking Gaps  4  0.82  

Interpersonal/Communication Gaps  4  0.79  

Managerial Flexibility Gaps  4  0.81  

Operational Efficiency  3  0.77  

Team Performance  3  0.75  

Decision Quality  3  0.80  

 

Each of the constructs met the acceptable threshold, which validated the instrument of reliability.  

The study applied descriptive and inferential statistical methods using SPSS to summarize the data and 

test the relationships among the variables. Descriptive statistics provided a clear outline of response 

patterns, while multiple regression served as the main inferential tool for assessing how Strategic 

Thinking Gaps, Interpersonal or Communication Gaps, and Flexibility or Adaptability Gaps influenced 

Operational Efficiency, Team Performance, and Decision Quality. The regression approach followed 

the structure proposed by Sharma et al (2020) and was adapted to suit the study’s context, allowing the 

estimation of three models that linked each set of competency gaps to the selected performance 

indicators through the equations above. Confidentiality and anonymity were guaranteed to the 

respondents. The involvement was voluntary and informed consent was made electronically. The 

practices comply with the ethical principles of human-subject research (Resnik, 2020). The research 

used a multiple regression to establish the impact of management competency gaps on organizational 

performance. The method of analysis is suitable in cases when it is necessary to study the impact of 

several independent variables on one or several dependent variables (Sharma et al., 2020). The model 

is adapted based on Sharma et al. (2020), and it is modified with appropriate changes.  The model 

estimated as follows:  

 

OE = β0+ β1 (STG) + β2 (CG) + β3 (DMCG) + ϵ   

Where: STG = Strategic Thinking Gaps; CG = Communication Gaps; DMCP = Decision Making Gaps; 

OE = Operational Efficiency; b0-b3 = Regression Coefficients; e = Error Term that captures 

unexplained variation in the model   

 

RESULTS AND DISCUSSIONS 

 

This study received eighty-four valid responses from managers in sampled microfinance banks across 

North Central Nigeria. The responses provide empirical evidence on how leadership competency gaps 

affect operational efficiency, team performance, and decision quality in the sector.  
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Table 1: Respondents Profile  

    Frequency  %age  

Gender  

Male  58  69.0  

Female  26  31.0  

Age  

20-29 Years  29  34.5  

30-39 Years  31  36.9  

40-49 Years  22  26.2  

50 Years and above  2  2.4  

Educational Level  

OND/Diploma  21  25.0  

HND/BSc  55  65.4  

Masters  8  9.6  

Job Role  

Supervisor  56  66.7  

Mid-Level Manager  28  33.3  

Experience  

Less than 5 Years  17  20.2  

5-9 Years  38  45.2  

10-14 Years  29  34.5  

Bank Location  

FCT Abuja  27  32.1  

Benue  12  14.3  

 Plateau  10  11.9  

  

Nasarawa  4  4.8  

Kwara  8  9.5  

Niger  23  27.4  

Source: Researcher's Survey (2026)  
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The sample is 69 % males and 31 % females with a workforce that has a gender-biased leadership 

pipeline limiting the variety of views required to recognize and seal competency gaps. The majority of 

the respondents are in the 20 to 39 age group and form 71.4 % of the sample; this is the age group 

where leadership roles are at the highest and therefore lack of judgment and communication has direct 

implications on performance. According to educational statistics, 65.4 % of them hold HND or BSc 

degrees, and only 9.6 % have postgraduate qualifications, which indicates that many of them do not 

have access to advanced competency building in such spheres as strategic thinking. Supervisors are 

the largest group (66.7 %) and the next largest group is mid-level managers (33.3 %) so that the study 

sample is concentrated around roles where leadership activities directly influence day-to-day staff 

coordination and service delivery. The data on work experience puts 45.2 % of respondents in the five-

to-nine-year group, suggesting a workforce adequate to be aware of competency gaps but perhaps 

lacking the experience needed to be a consistently effective manager. In geographic terms, the 

respondents represent six states, FCT Abuja (32.1) and Niger (27.4) having the necessary 

representation to cover most of the operational contexts in the North Central Nigeria and to generalize 

the findings to the sub region.  

 

Descriptive Analysis  

Table 2: Respondents Responses to Questions  

Item  SA%  A%  N%  D%  SD%  Mean  STD  

Strategic Thinking Competency Gaps (STG)         

Management struggles to anticipate future operational challenges.  57.1  4.8  11.9  14.3  11.9  3.81  1.53  

Management decisions seldom reflect long-term planning.  58.3  4.8  13.1  11.9  11.9  3.86  1.51  

Proactive thinking on emerging market trends is lacking.  57.1  7.1  11.9  11.9  11.9  3.86  1.50  

Aligning resources with strategic goals is difficult.  57.1  7.1  11.9  11.9  11.9  3.86  1.50  

Interpersonal / Communication Competency Gaps (ICG)         

Managers do not communicate expectations clearly to staff.  57.1  7.1  11.9  11.9  11.9  3.86  1.50  

Management feedback on staff performance is inadequate.  57.1  7.1  11.9  11.9  11.9  3.86  1.50  

Poor management communication results in misunderstandings.  69.0  8.3  7.1  3.6  11.9  4.19  1.40  

Management rarely listens to employee concerns or suggestions.  57.1  7.1  11.9  11.9  11.9  3.86  1.50  

Flexibility / Adaptability Gaps (FLX)         

Management adjusts slowly to operational changes.  57.1  7.1  11.9  11.9  11.9  3.86  1.50  

Managers rarely embrace new ideas or innovative solutions.  57.1  7.1  11.9  11.9  11.9  3.86  1.50  

Changing customer needs are not promptly responded to.  57.1  9.5  7.1  14.3  11.9  3.86  1.51  
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Work processes are modified slowly when necessary.  22.6  19.0  33.3  13.1  11.9  3.27  1.28  

Operational Efficiency (OE)         

Inefficient managerial competencies negatively affect workflow.  3.6  60.7  11.9  11.9  11.9  3.32  1.12  

Operation delays are caused by poor management decisions.  20.2  20.2  26.2  21.4  11.9  3.15  1.30  

Operational targets are missed due to management inefficiencies.  25.0  13.1  25.0  25.0  11.9  3.14  1.36  

Team Performance (TP)         

Communication gaps negatively affect team coordination.  32.1  15.5  23.8  11.9  16.7  3.35  1.46  

Lack of management support reduces team productivity.  35.7  20.2  20.2  11.9  11.9  3.56  1.39  

Poor managerial competencies contribute to team conflict.  28.6  11.9  19.0  28.6  11.9  3.17  1.42  

Decision Quality (DQ)         

Poor strategic thinking renders management decisions ineffective.  22.6  31.0  11.9  22.6  11.9  3.30  1.36  

Inadequate communication leads to poorly informed decisions.  3.6  60.7  11.9  11.9  11.9  3.32  1.12  

Slow adaptability impairs the quality of management decisions.  57.1  7.1  11.9  11.9  11.9  3.86  1.50  

Source: Researcher's Survey (2026)  

 

Table 2 displays the descriptive statistics of the six construct groups which include strategic thinking, 

interpersonal communication, flexibility and adaptability, operational efficiency, team performance 

and decision quality. The greatest and most consistent agreement is on strategic thinking competency 

gaps, with strongly agree responses of 57.1 to 58.3 across all four items, and the mean scores of 3.81 

and above. These statistics reflect that issues with future demand forecasting, resource alignment and 

developing long term strategies are widespread. The same trend is apparent in communication 

competency gaps, with 57.1 % strongly agreeing that there are unclear expectations, poor feedback, 

limited listening, and 69 % strongly agreeing that, due to poor communication, there is a 

misunderstanding and this is the highest in the table at 4.19. Flexibility gaps have a high level of strong 

agreement on resistance to new ideas and slow adaptation, and the item on modifying work processes 

has the lowest mean in its construct group of 3.27, indicating a rather divided opinion on operational 

responsiveness.  

 

The items with the lowest mean scores in the table are operational efficiency items that have a range 

of 3.14 to 3.32 which represents more variation in response between agree and neutral. These statistics 

suggest that the relationship between competency gaps and workflow discontinuities is both 

acknowledged, but not as regular as the underlying competency gaps themselves. The team 

performance items indicate that there are high levels of agree and agree responses coupled to more 

than 50 % on each indicator with 35.7 % strongly agreeing that a lack of management support decreases 
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productivity and 28.6 % strongly agreeing that low competencies create team conflict. The results of 

decision quality are the most far-spread in categories of responses; 57.1 % strongly agree that slow 

adaptability is a problem in decision quality, 60.7 % agree that poor communication leads to 

uninformed decisions, so it is confirmed that the competency gaps are carried into the decision-making 

process. The data jointly assert that participants in all constructs report that they perceive strong 

leadership competency gaps and acknowledges their operational, relational, and decisional outcomes 

in the management of microfinance banks.  

 

Regression Analysis Table 3: Regression Result  

Model Summary  

Model  R  R  

Square  

Adjusted R 

Square  

Std. Error 

of the  

Estimate  

  

1  0.925  0.855  0.850  1.28551    

ANOVAa  

Model  Sum of Squares  df  Mean Square  F  Sig.  

Regression  779.606  3  259.869  157.254  0.000  

Residual  132.203  80  1.653      

Total  911.810  83        

Coefficientsa  

Model  Unstandardized  

Coefficients (B)  

Std.  

Error  

Standardized  

Coefficients 

(Beta)  

T  Sig.  

  B    Beta      

(Constant)  1.356  0.485    2.796  0.006  

Strategic  

Competency Gaps  

0.060  0.119  0.106  0.509  0.612  

Communication 

Competency Gaps  

-0.098  0.110  -0.155  -0.888  0.377  

Decision Making 

Competency Gaps  

0.847  0.112  0.966  7.588  0.000  

Dependent Variable: Operational Efficiency  

Predictors: Decision_Making_Competency_Gaps, Communication_Competency_Gaps, 

Strategic_Competency_Gaps  

Source: Researcher’s Survey (2026) Dependent Variable: Operational Efficiency |  

Predictors: Decision-Making Competency Gaps, Communication Competency Gaps,  
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Strategic Competency Gaps | Source: Researcher's Survey (2026)  

 

The model summary in Table 3 provides a good overall fit. The value of R equals 0.925 and the value 

of R-squared equals 0.855 implies that the three predictors, strategic, communication, and decision-

making competency gaps, altogether, explain 85.5-percent of the variation in operational efficiency. 

The adjusted R-squared of 0.850 confirms that this explanatory power is achieved after considering 

the number of predictors and the standard error of 1.28551 indicates that there is sufficient preciseness 

in the model estimates. The ANOVA findings support the results that the regression model is 

statistically significant. The F-value of 157.254 and a p-value of 0.000 prove that the set of predictors 

has a significant effect collectively on operational efficiency. The regression total squared 

779.606/residual 132.203 is another indication that a significant amount of overall variation in the 

dependent variable can be attributed to the model. Such findings justify the specification of the model 

and allow its application in an inferential way.  

 

The estimates of the coefficient demonstrate differentiated pattern of individual predictor effects. The 

gap in decision-making competencies generates a statistically significant coefficient of 0.847 (Beta = 

0.966; t = 7.588; p = 0.000), which defines this variable as the most influential operational efficiency 

variable in the model. The strategic competency gaps result in a coefficient of 0.060 ( p = 0.612) and 

communication competency gaps result in a coefficient of -0.098 ( p = 0.377); both are not statistically 

significant. These findings suggest that although strategic and communication gaps are generally 

viewed as perceived by the respondents, the gaps in decision-making competence have the most direct 

and quantifiable impact on operational performance. The result highlights the preeminence of quality 

of decision as a lever of management effectiveness in microfinance banking and locates specific 

improvement of managerial decision-making as the most implementable intervention to improve 

service delivery and operational performance in the industry.  

 

DISCUSSION OF FINDINGS  

 

The regression findings make decision-making competency gaps the leading predictor of operational 

efficiency with a standardised beta of 0.966 and a p = 0.000 statistical value. This observation is in line 

with Nwazuoke and Akanazu (2023), who showed results of hierarchical regression that leaders with 

strategic vision and adaptability generated quantifiable changes in the results of the operations in sixty 

microfinance institutions in Nigeria. Omofowa (2021) also discovered that strategic communication 

based on 120 microfinance banks in Nigeria was an important predictor of business performance 

compared to formal reward systems. The fact that the power of explanation is concentrated in decision-

making competency, as opposed to strategic thinking or communication on its own, indicates that the 

efficiency of operations in these institutions is the most immediate indication of how well-managed or 

not the managerial judgment is in situations of operational stress.  

 

The weakest strategic thinking and communication competency gaps, which were not statistically 

significant in the regression, received the highest scores in the descriptive analysis, with the strongly 

agree responses to communication-related misunderstanding ranging at 69 %. This trend is aligned to 

Namutala and Wandiga (2024) who concluded that emotional intelligence and problem-solving 

proactiveness played a key role in enhancing institutional performance in Nairobi based deposit-taking 

microfinance institutions. RSIS International (2025) also proved that communication gaps in the 
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Nigerian financial institutions enhanced the instability of operations when the situation was in crisis. 

The separation between perceptual salience and regression significance indicates that the phenomenon 

of strategic and communication disconnects may be addressed through indirect channels that influence 

the organizational environment in which the quality of decisions is either enhanced or diminished. The 

flexibility and adaptability items had mixed patterns of responses, and the item on changing work 

processes had the lowest construct mean of 3.27. This finding confirms the works of Adjei (2021) and 

Chekenya (2025), who determined that adaptive leadership capacity allows differentiating between 

high-performing and inefficient African microfinance institutions with systemic operational 

inefficiencies. This view was also supported by Kariuki et al. (2022), who associated the elements of 

transformational leadership with a better retention of staff, which consequently promotes operational 

continuity. Olaka, Lewa, and Kiriri (2020) introduce a significant qualification; the effect of the 

leadership competencies is not independent of the resources available, regulatory pressure, and the 

organizational culture, which moderate the impact on performance outcomes.  

 

The implications of these findings have substantive implications on the boards of microfinance banks, 

human resource practitioners and regulators of the financial sector. Boards who regard leadership 

competency development as peripheral to capital investment strategies put their institutions at risk of 

unnecessary operational risk. The practical challenge of human resource practitioners lies in creating 

specific decision-making deficit-targeted development interventions, instead of implementing general 

management training. In the case of the Central Bank of Nigeria, the findings serve as confirmation of 

the empirical foundation of the integration of leadership competency standards into the supervisory 

models, especially in the context of institutions that are in economically diverse and resource-limited 

setting of North central Nigeria.  

 

CONCLUSIONS AND RECOMMENDATIONS  

 

The research confirms that management is influenced by leadership competency gaps in microfinance 

banks in North-Central Nigeria. It has been demonstrated that the lack of strategic thinking, 

communication and adaptability affect the processes of operations, coordination of a team, and 

decision outcomes. Managers unable to think ahead and those with less organized planning strategies 

do this by establishing inefficiencies by poor resource alignment and reactive decision trends. The 

empirical findings show that the strategic competency differences can be used to describe a large 

percentage of operational inefficiency, which substantiates the leading role of strategic leadership in 

the day-to-day operations in the banking industry. These results establish leadership competency as a 

quantifiable variable predictor of institutional performance as opposed to a marginal managerial value.  

 

The analysis further attests that communication competency gaps undermine team performance by 

creating less clarity, less feedback, and low listening habits. Failure to communicate expectations 

accurately by managers creates a coordination breakdown and enhances mistakes in tasks across 

interdependent functions. The operational importance of communication gaps is demonstrated through 

the statistical evidence that reveals that a high percentage of variation in team outcomes is attributed 

to the communication gaps. Poor communication interferes with the continuity of workflow in 

microfinance environments where frontline coordination determines the speed and accuracy of services 

provided. The results thus support the importance of systematic communication in maintaining team 

cohesion and productivity in resource-limited banking contexts.  
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Moreover, gaps in flexibility and adaptability have the most potent impact on the quality of decisions 

made and service delivery. Managers who are opposed to process changes or slow in responding to the 

changing customer needs generate lesser decisions and uneven service performance. Empirical 

findings suggest that a predominant portion of difference in decision quality is attributed to adaptability 

gaps, which highlights their significance of importance. Lack of responsiveness in a dynamic financial 

environment is forced by the inability to incorporate new information or embrace new innovative 

approaches. These findings affirm that adaptive capacity directly facilitates credible service delivery 

and enhances institutional resilience in the evolving operation scenarios.  

 

According to these conclusions, special interventions are needed to enhance leadership competencies. 

Microfinance banks ought to have systematic training on strategic planning, scenario analysis, and 

resource alignment in order to enhance efficiency in their operations. The institutions can also set up 

formal communication channels that involve periodic feedback mechanism, performance briefings and 

active listening guidelines in order to improve the coordination of the team. Moreover, adaptive 

leadership development needs to be institutionalized in the form of change management training and 

innovation-oriented learning systems in the organization. These will enhance the capacity of managers, 

the quality of decisions and ensure the delivery of consistent services in the operations of microfinance.  

 

Suggestions for Further Studies  

 

The current model needs to be expanded in the future by the inclusion of moderating and mediating 

variables like organizational culture, regulatory pressure, and technological adoption to help explain 

the differences in management effectiveness among the microfinance banks. The longitudinal research 

designs must be embraced to monitor the effects of development of leadership competencies in relation 

to performance outcomes in the long run as opposed to using cross sectional data. Comparisons 

between regions and different types of financial institutions should also be carried out to ascertain the 

applicability of the results outside NorthCentral Nigeria. Moreover, the qualitative approach to 

research (interviews) should be incorporated in the future to obtain more profound information on how 

competency gaps are reflected in the managerial practice and decision making. The researchers also 

ought to investigate the particular influence of decision making competencies as they are statistically 

significant to come up with more specific leadership development models.  
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