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ABSTRACT

At present, managers need to acquire and master various management skills that contribute to a positive
organizational environment. The aim of this study is to investigate the association between management skills
and the organizational environment of small and medium-sized enterprises (SMEs) in Karachi, Pakistan. The
primary objective is to determine how various management skills — negotiation, decision-making, leadership,
communication, and teamwork — affect the organizational environment within SMEs. Scientific methods for
research adopt a descriptive and quantitative approach, utilizing a questionnaire administered to managers
of 253 SMEs. Data analysis was conducted using structural equation modeling (SEM) via the partial least
squares (PLS) method, employing SmartPLS 4 software. Findings of the study reveal that the latent variables
of negotiation and leadership significantly impact the organizational environment, with an R-square value of
0.854.The effect size (F-square) indicates a high impact of negotiation (F-square = 0.720) on the organizational
environment, while leadership has a lower but still significant effect (F-square = 0.103). Other management skills,
such as decision-making, communication, and teamwork, also show positive associations with the organizational
environment, although to lower degrees. Conclusions. The study emphasizes the significance of management
skills, particularly effective negotiation and leadership, in fostering a productive organizational environment in
SMEs. Also, it suggests that training and development in these areas could significantly improve performance.
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OPUTUHANBHASA CTATbA

OpraHuMsauMoHHanA cpeaa U ynpasaeHYecKue
HaBblKM Ha ManbIX U CPpeaHUX NPeanpUATUAX

C.M. BaraH, C. Cugpa, M.Y. Xoke
CbiyyaHbckui yHuBepcuteT, YaHay, Kutan

AHHOTAL KA
B HacTosee BpeMsi pykoBoauTensam Heobxoamnmo npuobpetaTtb M COBEPLUEHCTBOBATb Pa3/iMyHbIe YNpaB/eH-
4yeckue HaBblKM, KOTOpble CMOCOOCTBYIOT CO3aHUI0 NMO3UTUMBHOM OpraHU3aLMoHHON cpenbl. Llenbto naHHoro
UCCNenoBaHNS ABNSETCSA U3YYEHME CBA3M MeXAY YNpaBieHYeCKMMK HaBblKaMU U OpPraHM3aLMOHHON Cpeno
Manbix 1 cpegHux npeanpuatuii (MCI) B Kapauw, MNakuctaH. OCHOBHas 3agaya CoOCTOMT B TOM, 4To6bI onpe-
LEenunTb, KaK pas3fiMyHble yrnpaBAeHYeCKne HaBblKM — BEAEHUE MEePEroBOPOB, MPUHATUE peLleHNit, NTMAEpCTBO,
KOMMYHMKaLMS M KOMaHAHas paboTa — BAMSIOT Ha OPraHU3auMOHHYH Cpeay B ManbiX U CPeSHUX NPeAnpUITUSIX.
HayuHble MeToabl MCCIEA0BaHMS OCHOBAHbI HA OMUCATENIbHOM M KOIMYECTBEHHOM MOAXOAE C UCMOb30BaHUEM
AHKeTMPOBaHMS, MPOBEAEHHOIO Cpean pykoBoauTenen 253 Manbix U CpefHuUX NpeanpusaTMin. AHanmM3 AaHHbIX
NpOBOAMCS C UCMONb30BAHMEM CTPYKTYPHbIX ypaBHeHUM (SEM) MeToA0M 4acTUYHbIX HAMMEHbLIMX KBAAPaTOB
(PLS) n npumeHeHnem nporpammHoro obecneuernms SmartPLS 4. PesynbraTtbl ccnenoBaHMs NOKa3blBatoT, YTO
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NaTEHTHbIE NepeMeHHble, TaKMe Kak BefleHWe NeperoBopoB U MNAEPCTBO, 0Ka3bIBAOT 3HAUMTENBHOE BAUSIHUE HA
OpraH13aLMOoHHY0 cpeny ¢ KoadduumeHTom R-kBagpar, pasHbiM 0,854. Pasmep addekTa (F-kBagpaT) ykasbiBaeT
Ha BbICOKOe BAMsHUe neperoBopoB (F-ksagpat = 0,720) Ha opraHM3aLMOHHYI0 CPeAy, B TO BpeMs Kak MAepCTBO
OKa3blBaeT MeHbLLEE, HO BCE Xe 3HaunTenbHoe BausiHne (F-ksagpat = 0,103). lpyrue ynpaBneHYeckne HaBbIKK,
TaKMe KaK MpUHATME peLleHUi, KOMMYHUKALMS M KOMaHAHasa paboTa, Takke LEMOHCTPUPYHOT MNOIOXUTENbHYIO
CBSA3b C OPraHM3aUMOHHON CPeaon, XOTS U B MeHbLUEN cTeneHu. BbiBoAbl: B MCCIef0BaHMM NOAYEPKMBAETCS
BXXHOCTb YNpaB/ieHYeCKMX HABbIKOB, 0CO6eHHO 3 (dEKTUBHbIX MEPEroBOPoOB 1 IMAEPCTBA, A5 CO34aHNUS Npo-
LYKTUBHOM OpraHun3aLMOHHOM Cpefbl Ha ManbIX U CpeaHMX npeanpuatuax. Takxke npesnonaraeTcs, 4to obyyeHue
M MOBbIWEHWE KBANIMDUKALMM B 3TUX 0O6NACTAX MOTYT 3HAUUTENIbHO MOBbICUTb 3D HEKTUBHOCTL paboThl.
Knrouesbie cnoea: opraHn3auUMOHHas Cpeaa; MEHELXKMEHT; YyNpaBleHYeCKMEe HABbIKM; Masble U CpeaHune npea-
npusaTMa; neperosopsl, inaepctso; SEM-PLS; MNMakucrax
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Introduction

The sustainability of small and medium-sized en-
terprises (SMEs) has been found to be influenced

by a number of variables, including how manag-
ers and administrators use their newly acquired

management abilities to establish productive work
environments. Because of this, managers must
figure out how to best utilize the particular skills

held by their workforce. They must also empha-
size the management role in making decisions by
encouraging communication to create inspiring

and motivating work environments. While it is

true that the company wants to reap the greatest
benefits, it also needs to consider how well manag-
ers are performing in terms of meeting corporate

goals and maintaining positive organizational

environments.

Different researchers have examined managers’
skills and functions, which, while real, are similar.
However, various studies have found evidence of
a correlation between certain control skills and
the prevalence of effective organizational envi-
ronments. An employer should encourage the
development of interpersonal relationships and
work groups to foster synergy among coworkers
within the organization. For this reason, they have
a positive or negative correlation through their
relationships that greatly affects how well they
perform and achieve their goals.

Consequently, strong organizational environ-
ments may contribute to the company’s high over-
all performance. This is particularly true in the
current business environment, where organiza-
tions are undergoing rapid change and globaliza-
tion, which calls for leaders with more advanced
skills and attitudes who can effectively manage
the administrative and operational procedures

and processes that are essential to the business’s
profitability.

Some authors contend that because control
skills promote management styles, knowledge,
competencies, and decision-making abilities, they
are essential for managers to develop as experts. It
is crucial that people who lead businesses have the
capabilities to fully follow client satisfaction and
offer satisfactory careers. In Pakistan as of 2020,
there was a wide variety of financial units totaling
6,487,061 of which 92.30% were microenterprises;
6.44% were small businesses; 0.99% were medium-
sized groups; and 0.27% were large companies. It
shows the vitality of management skills, especially
recognizing that SMEs (451,628) make contribu-
tions of around 60% of the national GDP.

Studies conducted both domestically and inter-
nationally show that over 70% of business manag-
ers have developed a few control skills, such as
communication, delegation of authority, coopera-
tion, and leadership, which together create the
optimal organizational environment.

The goal of this study is to investigate the
relationship between managers’ management
competencies and the organizational environ-
ment of SMEs in Karachi, Sindh, Pakistan, using
structural equation modeling (SEM) via the partial
least squares (PLS) PLS-SEM method.

Literature review
Currently, the phenomenon of globalization drives
and requires companies, including SMEs, to be ex-
tra green and powerful in achieving goals, with a
purpose to meet the expectations of an increasingly
stressful market [1]. There are numerous elements
or variables, both endogenous and exogenous, that
contribute to the success of economic gain for com-
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panies. Among these, managers’ managerial com-
petencies stand out for their ability to sell perfect
organizational environments [2]. It is pointed out
that a supervisor’s managerial skills must be global
in nature [3]: organizational, which implies being
green (minimizing costs) and effective (achieving
amazing effects) [4]; assertive and improving rela-
tionships between staff and senior executives [5-6].

Pakistani SMEs that evaluate their organizational
environment are better able to plan how to make
adjustments that will enhance the collaborators’
patterns of behavior and attitude that make up the
organizational form [7]. This is especially important
for managers, as it allows them to leverage their
managerial skills to establish a more effective, flex-
ible, and adaptable company, allowing employees to
choose goals and preferences that may be specific
to the company. In this way, the workforce becomes
more involved in the business endeavor and reaps
some long-term, competitive advantages [9]. In
Pakistan, there’s a perception that SMEs start from
the idea of family business [10]. However, many of
them come from entrepreneurial endeavors that
are no longer based on family ties [11]. SMEs in
Pakistan have low decision-making and control
capabilities, flat organizational structures, and in-
sufficient financial and managerial expertise [12,
13]. They also need to improve their control skills.

Nowadays, several theoretical and empirical
research have demonstrated interconnectedness
by focusing on understanding control capacities
and organizational environments and how they
interact [14].

Several studies affirm that diverse control tal-
ents shape the organizational environment [15].
In this sense, entrepreneurs focus on observing
human behavior due to its significant economic
and social impact across various sectors [16]. Nu-
merous authors have approached the development
of management abilities and the organizational
environment from specific points of view [17].

Within years of their creation, 60% of SMEs in
Pakistan fail or close, entering what is known as
the “valley of death,” where the majority of start-
ups fail and die [18]. They do, however, continue to
represent a platform of opportunity for enhanced
financial system [19]. The scenario as described
may be caused by a variety of factors, including a
lack of investment and innovation [21], organiza-
tional practices that affect proper governance of
the commercial firm [20], and a lack of strategic

planning. As stated, because they are small entities,
SMEs have more flexibility in the model, similar to
facilitating communication approaches among the
organizational structure and the managers, gen-
erating an advantageous effect on enterprise [22].

The overview of the literature allowed us to select
variables that collectively determine the control
capabilities for this examination. Every supervisor
needs to develop, undertake, study, and perfect their
managerial talents in communication, leadership,
creativity, selection-making, time control, team-
work, and assertiveness, among others; as well as a
sequence of attributes (attitudes, values, and talents)
essential to effectively carry out control features.

Based on the above, the following are consid-
ered necessary management skills for this study:
negotiation, decision-making, leadership, com-
munication, and teamwork.

Negotiation
The process of negotiation involves two or more
parties experiencing a common problem working
together and trying to find a solution that will best
serve their goals, aspirations, and desires while also
using interpersonal communication techniques. In
small and medium-sized companies, negotiation
plays a crucial function in shaping the organiza-
tional environment. These companies often face
specific demanding situations that require flexible
negotiation strategies to secure assets, manage
relationships with suppliers, and attract talented
employees. Effective negotiation within these cor-
porations can foster an organizational culture that
is more collaborative and adaptable. Leaders who
are skilled negotiators can foster an environment
that helps innovation and responsiveness, which
are critical for maintaining competitiveness and
growth in a dynamic marketplace. Thus, study-
ing the art of negotiation is not just about making
deals — it is developing a thriving administrative
center that could navigate and capitalize on the
complexities of the business world. In this way, the
capacity to influence a negotiation is a means of
selling a solution to a conflict and improving the
work environment for the employer. Under the pre-
ceding context, the abilities of the negotiator are
vital so that the consequences are beneficial and
not adverse to the company. This is how the pri-
mary hypothesis of the study is formulated:

H1. Negotiation is positively related to the
organizational environment of the SME.
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Decision-making
Decision-making is an essential technique in
which the best option ought to be selected from
several alternatives. In small and medium-sized
companies (SMEs), decision-making processes
are often exceptionally inspired by the organiza-
tional environment. These organizations gener-
ally benefit from more flexible decision-making
structures as compared to large groups, bear-
ing in mind faster responses to market changes
and operationally demanding situations. Small
and medium-sized enterprises typically have a
close-knit organizational culture with brief and
informal communication channels, which can
enhance decision-making performance and flex-
ibility. But this might also create difficult circum-
stances, such as limited resources for in-depth
selection study and a dependence on the intui-
tion and experience of a small number of indi-
viduals, which could undoubtedly result in biases
or uncertain strategic routes. As a result, making
decisions in SMEs effectively requires a balanced
approach that takes use of their natural flexibility
while also putting procedures in place to reduce
the risks associated with limited oversight and
assistance. The second study hypothesis is:

H2. Decision-making is positively related to
the organizational environment of the SME.

Leadership (L)
Experts have determined that effective leadership
plays a crucial role in creating optimal environ-
ments. Leadership within small and medium-sized
enterprises performs a crucial role in shaping the
organizational environment. In these corporations,
leaders often wear multiple hats, influencing the
corporation’s culture, morale, and productivity. Ef-
fective management in SMEs commonly involves
a high degree of adaptability, customized interac-
tions with group contributors, and an emphasis
on fostering a collaborative and innovative envi-
ronment. Building strong, open relationships and
ensuring that the business can quickly adapt to
changes and obstacles are made possible by this
close-knit control style, which is essential for the
company’s growth and sustainability in the com-
petitive commercial enterprise landscape. The sub-
sequent hypothesis is formulated:

H3. Leadership is positively associated with the
organizational environment of the SME.

Communication (C)
Communication skills have become a necessary
axis for any type of organization. Administra-
tive communication is an effective bidirectional
process of exchanging information with a spe-
cific purpose, improving the environment in the
company, and achieving organizational objectives.
Communication inside small and medium-sized
corporations is critical for fostering a vibrant or-
ganizational environment. The close-knit char-
acter of those environments typically allows for
more frequent and direct interactions between
team members, which can enhance decision-
making processes and promote transparency. Ef-
fective verbal exchange channels allow for the
free float of thoughts, remarks, and facts, which
is critical for innovation and hassle-fixing. Addi-
tionally, communication has a greater impact on
smaller businesses due to its immediate influence
on organizational culture, employee engagement,
and the overall ability of the business to adapt to
changing market conditions. These companies can
cultivate a cooperative atmosphere that fosters
development and employee satisfaction by placing
a high value on candid and open communication.
The fourth research hypothesis is the following:
H4. Communication is positively associated
with the organizational environment of the SME.

Teamwork (T)

In companies, collaborative work can help peo-
ple in the structure have an effective organiza-
tional environment that also meets the needs
of the client. In SMEs, teamwork is essential to
creating a vibrant and productive work environ-
ment. In SMEs, the near-knit structure allows for
easier collaboration and communication among
group members, resulting in quick decision-
making techniques and extra flexibility in re-
sponding to market changes. This environment
encourages personnel to put on multiple hats
and often go into purposeful roles, enhancing
their talents and boosting universal job satis-
faction. Furthermore, the sense of network and
shared desires in such setups strengthens em-
ployee engagement and loyalty, which are criti-
cal for using innovation and achieving sustain-
able growth in smaller businesses. Teamwork in
a multidisciplinary environment promotes the
improvement of general managerial capabilities,
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which include interpersonal verbal exchange,

moral experience. The fifth study hypothesis is:
H5. Teamwork is positively related to the or-

ganizational environment of the SME.

The organizational environment (O)

The authors propose that the organizational en-
vironment serves as a temporary substitute for
human attitudes, while also acknowledging its
connection to employees’ perceptions of their
work environment, which they can influence.
Management skills in small and medium-sized
companies are critical for navigating the specific
challenges and opportunities these corporations
face. Effective managers in these settings should
excel in strategic planning and decision-making
to optimize overall performance and growth. They
frequently wear many hats, balancing operational
responsibilities with leadership ones. The or-
ganizational environment in smaller corpora-
tions typically demands flexibility, adaptability,
and a strong ability for alternate control. This
environment frequently fosters a near-knit team
environment, where conversation and collabo-
ration are pivotal. Managers in these contexts
have to cultivate a supportive subculture that

N1
N2
N3
N4
N5
o1
D2
D3
D4
D3
L1

L2

encourages innovation and continuous improve-
ment, essential for staying aggressive in dynamic
markets. Change is contingent upon the relation-
ships that take place.

Organizational culture

As a system of core values and codes of conduct
within an enterprise, organizational culture is es-
sential for building a positive and healthy working
environment. Organizational culture has a direct
impact on the competitiveness and long-term
growth of SMEs, in addition to influencing the
work attitudes and behavior patterns of employ-
ees. A positive organizational culture encourages
open communication, teamwork and continuous
innovation, so that employees can feel a sense of
belonging and value recognition. By establishing
common goals and values, organizational cul-
ture can stimulate the enthusiasm and creativity
of employees and promote a good collaborative
atmosphere within the enterprise, thereby bring-
ing stronger market competitiveness and higher
performance to the enterprise. Therefore, building
and maintaining a positive organizational culture
is an important task that every business manager
cannot ignore.

L2

L4

LS

c1

c2

C3

c4

C5

T
T2
T3
T4

Teamwaork
Ts

Organizational
Environment

Fig. 1. Proposed measurement model

Source: Developed by the authors.
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Table 1
Model description

Latent variable Item Statement
Organizational item1_(0,) The organizational tradition encourages open communication and
Environment (O) ) collaboration among personnel
Item2_(O,) The management team efficaciously communicates the corporation’s
imaginative prescient and strategic direction
ftem3_(03) The organizational structure and methods help efficient decision-
making and workflow
Ttem4_(04) The company actively adapts to adjustments in the external environment,
along with marketplace trends and technological advancements
I'tem5_(05) The enterprise prioritizes employee improvement and provides
possibilities for expert growth
Negotiation (N) item1_(N,) I am very well-prepared by gathering applicable statistics and figuring
out my goals before entering into a negotiation
I’tem2_(N2) | am inclined to compromise and discover innovative answers that deal
with the pastimes of all parties involved
I'tem3_(N3) During negotiations, | actively listen to the other party’s issues and try
and apprehend their angle
I’tem4_(N4) | comply with agreements and commitments made through negotiations
to ensure they are nicely applied
Ttem5_(N5) | continue to be calm and expert, even when confronted with difficult or
contentious situations at some stage in negotiations
Decision Making (D) item1_(D,) | carefully bear in mind all to be had records before making crucial
decisions
TtemZ_(DZ) | generally tend to weigh the capability risks and advantages of each
alternative before selecting a course of action
I'tem3_(D3) When confronted with a tough decision, | am trying to find inputs from
others who may have valuable perspectives
Ttem4_(D4) | am snug in making decisions even if there may be some uncertainty or
ambiguity
I'tem5_(D5) | have an established method of decision-making that involves defining the
problem, producing alternatives, and evaluating them against specific criteria
Leadership (L) item1_(L,) Leader/supervisor virtually communicates expectations
Ttem2_(L2) Chief/manager demonstrates integrity and leads by example
I'tem3_(L3) The chief/manager supports and facilitates the growth and success of
my expertise
ftem4_(L4) Chief/manager efficiently manages conflicts and fosters a positive group
environment
I'tem5_(L5) The chief/supervisor is open to comments and suggestions from group
participants
Communication (C) Tteml_(Cl) | feel happy to express my ideas and opinions in conferences or group
discussions
I'tem2_(C2) The employer offers clear and well-timed conversations with vital
updates or changes
ftem3_(C,) My colleagues actively listen and show respect for distinctive viewpoints
during conversations
Ttem4_(C4) There are efficient communication channels (such as email, messaging
apps, and conferencing) available to make information exchange within
i the company easier
Item5_(C,)  Every day, | receive encouraging remarks from my manager or supervisor
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Table 1 (continued)

Latent variable Item Statement
Teamwork (T) I'teml_(Tl) | believe that my group contributors respect and cherish the
contributions | make
I'tem2_(T2) Team members share knowledge and understanding to help achieve
shared objectives
I’tem3_(T3) There is a strong sense of support and cooperation among group
members
ftem4_(T4) On my team, we recognize and honor individual accomplishments as
well as teamwork and character
ftemS_(TS) Conflicts or disagreements inside the team are addressed in a positive

and respectful way

Source: Developed by the authors.

Theoretical model

The theoretical model arises from the review of
the literature and is shown in Fig. 1, which pro-
poses that the dimension version be contrasted.
The model has 5 constructs or variables (diagram
paths), where the hypotheses and objects for
each of them can be seen.

The model includes the following constructs:
negotiation, decision-making, leadership, com-
munication, and teamwork are the independent
variables (exogenous latent variables) and the
organizational environment is a based variable
(endogenous latent variable). The variables are
presented in Table 1.

Research method

The research design was descriptive with a
quantitative approach. Using the data gath-
ered, analysis was done with an emphasis on
immediately observable, quantitative, and
measurable characteristics. The data were
based on the perception of the managers.
The SEM model was built using the partial
least squares technique with the help of the
SmartPLS software 4. The estimation of the
model parameters was done using the PLS al-
gorithm and the bootstrapping procedure to
minimize standard errors. The model was es-
timated by applying the partial least squares
procedure.

The research was conducted on SMEs work-
ing in the commerce sector of the municipal
capital of Karachi, Sindh, Pakistan. Executive
and managerial positions were included. The
authors used the National Statistical Directory
of Economic Units (DENUE) of the National In-
stitute of Statistics and Geography, from which a

population of 261 SMEs in the commerce sector
was obtained. To calculate the sample size, the
number and characteristics of the population
were considered. The total sample for this study

Table 2
Scientific notations and their meanings

n= Sample size
= Population
Z? «x= Desired confidence level
e?= Allowable error level
p= The percentage of the population with the
desired characteristic (success)
q= Percentage of the population that fails to

exhibit the desired trait

Source: Developed by the authors.

included 253 directors or managers of SMEs. The
calculation was carried out for finite populations
and non-probabilistic samples with a maximum
acceptable sampling error of 5% and a confidence
level of 95%. Table 2 shows scientific notations
used in the paper.

This study’s analytical tool was the partial least
squares approach, which has flexible assumption
requirements and may be applied to any kind of
data scale (nominal, ordinal, interval, and ratio).
The internal or structural model used to measure
the latent and observable variables was reflective
since the indicators that cause the latent variable
are not interchangeable.

For this study, the variables used are Nego-
tiation (N), Decision Making (D), Leadership (L),
Communication (C), and Teamwork (T), which
are independent variables, while Organizational
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Table 3
Detailed explanation of the research variables

Variable type

Name (symbol) and definition

Indicator

Independent or
exogenous

Dependent or
endogenous

Negotiation (N) is a method by which two or more parties with a

shared issue try to find a solution that works for everyone by using

interpersonal communication strategies

Decision Making (D) is thought of as the process of choosing
between two or more options that may be somewhat significant
in the advancement of the working life, with managers bearing a
larger degree of responsibility in this regard

Leadership (L) is the capacity to impart knowledge, lead a
group or institution in a certain manner, and contribute to the
achievement of desired outcomes

Communication (C) is the emotional and intellectual aspect that
results from man’s yearning to connect with others and exchange
ideas that take on importance or meaning based on shared
experiences

Teamwork (T) is the assurance that the members’ expertise,
knowledge, skills, talents, and competencies will enable them to
accomplish the suggested aims and goals

Organizational environment (O) refers to the features of the
workplace environment that its employees inhabit

N,,N,,N,,N,, and
NS

Measured with
Likert scale

D,,D,,D,,and D,
Measured with
Likert stale

L,L,L,L,
and L,
Measured with
Likert stale
¢.C,C,C,
and C,
Measured with
Likert stale
T,T,T,T,
and T
Measured with
Likert stale

0,,0,0,,and O,
Measured with

Likert scale

Source: Developed by the authors.

Environment (O) is the dependent variable. To
explain and define the indicators used in the re-
search, Table 3 shows the concepts that have been
operationalized as follows.

Using a Likert scale as a measure (from ab-
solutely disagree to completely agree), a ques-
tionnaire coded for field work was applied as
part of the inquiry technique to acquire the
information. The multi-item Likert scale is used
to gauge an individual’s or group’s attitudes,
beliefs, and comprehension of social phenom-
ena. Respondents’ evaluation of the response
attributes in this study was graded according
to Table 4.

Findings
According to Table 5, the respondents included:
67% were men and 33% were women, with the age
group of 25 to 45 years old being the most repre-
sented at 75%. Regarding to the duration of em-
ployment, 43% of the respondents indicated they
had been employed by the firm for over 12 years,

indicating a feeling of identification and affiliation
with the organization, while 51% had been there for
five to ten years. The respondent’s highest level of
education was a bachelor’s degree (25%), followed
by a postgraduate degree (21%). This indicates a
high level of study and competency for the man-
agement positions within the firms. And industries
were manufacturing 35.57%, services 28.85%, tech-

Table 4
Likert scale components

No. Answer Worth
1  Totally disagree 1
2 Indisagreement 2
3 Partially disagree 3
4 Partially agree 4
5 OK 5
6  Totally agree 6

Source: Developed by the authors.
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nology 15.8%, medical insurance 11.85%, and the
other 7.9%. Lastly, medium-sized businesses ac-
counted for 83% of the total, compared to 17% for
small businesses, and company position manager

55.7% and director 44.3%.

Based on each of their latent variables (con-
structs), the measurement model examines the
factor loadings in the variables that are observ-
able (indicators). The validity and dependability
of the suggested theoretical model are assessed
using this framework. Cronbach’s alpha (a) was
employed as a reliability measure for this investi-
gation, and all of the indicators had values greater
than 0.80, which indicates a good level of reli-
ability in the constructs, including the dependent
variable, as is shown in Table 6.

Table 5

Descriptive statistics of respondents

The composite reliability (pc) values are
higher than 0.80, which indicates that the data
are appropriate for confirmatory investigation.
It displays the computation for the composite
dependability (pc), which is more suited for the
PLS approach than Cronbach’s alpha since it does
not imply uniform weighting for every indica-
tion. It also benefits from not being impacted by
the quantity of objects on a scale. Both indices,
however, have a fairly similar interpretation: val-
ues above 0.7 are regarded as “modest,” whereas
values above 0.8 indicate more robust levels of
dependability.

Convergent and divergent validity may be as-
sessed using the average variance extracted (AVE).
The value in a reflecting model displays the aver-

Demographic Variable Category Frequency Percentage, %
Gender Male 170 67
Female 83 33
Age 25-45 190 75
46-60 63 25
Years of Employment 1-4 years 15 6
5-10 years 129 51
11-12 years 0 0
Over 12 years 109 43
Education Level High School 54 21
Bachelor’s Degree 63 25
Master’s Degree 0 0
Postgraduate Degree 54 21
Organization Size Small (1-50 employees) 43 17
Medium (51-250 employees) 210 83
Industry Manufacturing 90 35.57
Services 73 28.85
Technology (or technology industry) 40 15.8
Medical insurance 30 11.85
Other 20 7.9
Position Manager 141 55.7
Director 112 44.3
Source: Developed by the authors.
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Table 6
Measurement model. Construct reliability

Cronbach’s

. Composite Extracted Variance

Construct/Indicator al(;()lr)\a rho_A Reliability(pc) Analysis (AVE) Result
Negotiation (N) 0.856 0.876 0.935 0.683 Valid
Decision making (D) 0.889 0.924 0.903 0.667 Valid
Leadership (L) 0.936 0.938 0.907 0.718 Valid
Communication (C) 0.837 0.835 0.872 0.639 Valid
Teamwork (T) 0.913 0.903 0.906 0.785 Valid
Organizational 0.826 0.827 0.867 0.626 Valid

Environment (O)

Source: Developed by the authors.

age communality for each of the components. The
numbers displayed in Table 4 are consistent with
the premise that each component must account
for more than half of the variation of its corre-
sponding indicator, meaning that the AVE value
must be more than 0.50. The factor’s pathways
toward its indicators indicate the loadings of the
external models in the reflective model. The loads
in the reflective models have to be greater than
the calculated value of 0.707. At this level, the
factor (community = A2) accounts for half of the
indicator’s variation. If an indicator’s loading falls
between 0.40 and 0.70, it is advised to remove the
indicator in order to increase composite depend-
ability. The individual reliability of the causal

Table 7

model’s indicators — which is the basis for the
current study — is displayed in Table 7.

Similarly, and in line with Table 7, each indica-
tor’s factor loading is displayed via the structural
diagram of the first suggested model, and the final
model’s structural diagram, which is generated
using the PLS algorithm, displays the significant
factor loading for the final indicators.

Discussion
The degree to which a construct differed from
others was established by the discriminant va-
lidity study. Three steps were included in this
analysis: The Fornell-Larcker criterion, cross-
loadings between latent variables and indica-

Individual reliability of the indicators of the proposed causal model

Build Indicator

Factor loading (1)

Negotiation (N)

N,, N,,N;, N, and N,
Decision making (D)
D,.D,,D,,D,and D,
Leadership (L)
L,L,L,L,and L,
Communication (C)
C,C,C,Cand C
Teamwork (T)
T,T,T,T,and T,
Organizational Environment (O)

0,,0,,0,,0,and O,

0.751;0.839;0.810; 0.722; 0.782

0.780;0.742;0.739; 0.725; 0.762

0.772;0.741; 0.802; 0.736; 0.725

0.766;0.776;0.753; 0.782; 0.722

0.794;0.755;0.817; 0.815; 0.843

0.770; 0.754; 0.779; 0.742; 0.720

Source: Developed by the authors.
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Table 8
Discriminant validity (Fornell-Larcker criterion)

Organizational

Decision

Construct environment Communication Leadership  Negotiation making Teamwork
oo S
Communication (C) 0.722 0.822
Leadership (L) 0.729 0.756 0.825
Negotiation (N) 0.708 0.684 0.653 0.821
Decision Making (D) 0.742 0.719 0.739 0.712 0.799
Teamwork (T) 0.759 0.760 0.770 0.510 0.716 0.854

Source: Developed by the authors.

tors, and the heterotrait-monotrail ratio of cor-
relations (HTMT) are the first three criteria. The
discriminant validity under the Fornell-Larcker
criterion is displayed in Table 8, where the indi-
cator loading value is greater than the correla-
tions between the constructs.

Conversely, Table 9 displays the cross-factor
loadings of the indicators for a latent variable.
Here, each item loads with its corresponding
construct, providing a proof of the discriminant
validity of the model across all of its components.

The validation of the structural model was
carried out by analyzing the causal relationships
of the variance explained by the coefficient of
determination R ? between the independent vari-
ables (exogenous) and the dependent variable
(endogenous). From this statistical test, the or-
ganizational environment with R?=0.854 has a
very acceptable predictive power. In that sense, it
is considered that an R? can have values of 0.75
(substantial), 0.50 (moderate), and 0.25 (weak).
The result of R? for the proposed structural model
indicates a very good value, which implies that
80.4% of the variance of the organizational en-
vironment variable in SMEs in the community
of Karachi, Sindh, is explained by the variables:
negotiation and leadership. Table 10 shows the
amount of variance of the dependent variable,
which is explained by the predictor variables of
the endogenous construct.

Regarding R? as a predictive criterion, they
recommend evaluating the Stone-Geisser test as
a Q? (cross-validated redundancy) criterion; In
that sense, the value of Q%= 0.689 indicates a value
above zero, which indicates a strong and satisfactory

prediction for the proposed model. The F-Square
is used to evaluate the contribution to R? of the
independent variables that have been omitted from
the model. For this case, the F-Square effect in the
relationship between organizational environment
and negotiation is high (F-Square = 0.720); while, in
the case of the relationship between organizational
environment and leadership, the effect is low (F-
Square = 0.103), as shown in Table 11.

Table 12 shows the results of the PLS analysis
of the structural model. Standardized regression
coefficients indicate the relationships of the re-
search model hypotheses. The beta coefficients
(B) must reach or exceed a value of 0.2 to be con-
sidered significant.

In this sense, the causal relationships that have
been proposed as research hypotheses meet the
acceptance criterion. N — O is strong (0.677), the
relationship between the constructs L. — O is
moderate (0.416), while the relationship between
the constructs D — O; C — O; T — O, turned out
to be non-significant.

Fig. 2 shows the path coefficients and p values
of the structural model that were obtained from
the Path-PLS algorithm as a prediction of causal
hypotheses. It can be seen that the negotiation
variable has the greatest effect on the organi-
zational environment (0.677), while leadership
(0.416) has less impact, but is still significant.

Practical significance
The results of this study have far-reaching sig-
nificance for the management practice and edu-
cation of small and medium-sized enterprises.
First, for SME managers, the study emphasizes
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Table 9
Cross-loadings of the constructs

Con§ truct Orgap izational Negotiation Decis:ion Leadership Communication Teamwork
Indicator environment making
0, 0.770 0.657 0.466 0.577 0.562 0.555
0, 0.754 0.709 0.604 0.603 0.623 0.510
0, 0.779 0.625 0.591 0.537 0.524 0.509
o, 0.742 0.692 0.692 0.687 0.562 0.473
0O, 0.720 0.574 0.571 0.596 0.638 0.612
N, 0.711 0.751 0.661 0.646 0.745 0.702
N, 0.449 0.839 0.471 0.444 0.466 0.352
N, 0.657 0.810 0.467 0.476 0.521 0.302
N, 0.722 0.722 0.624 0.751 0.539 0.456
N, 0.767 0.782 0.650 0.533 0.510 0.449
D, 0.639 0.545 0.780 0.725 0.653 0.722
D, 0.493 0.468 0.742 0.601 0.471 0.420
D, 0.535 0.520 0.739 0.511 0.453 0.345
D, 0.528 0.548 0.725 0.624 0.639 0.637
D, 0.722 0.620 0.762 0.774 0.759 0.791
L, 0.546 0.529 0.664 0.772 0.631 0.702
L, 0.595 0.519 0.648 0.741 0.659 0.766
L, 0.618 0.543 0.770 0.802 0.616 0.766
L, 0.611 0.520 0.762 0.736 0.649 0.629
L, 0.649 0.570 0.787 0.725 0.650 0.578
C, 0.702 0.667 0.534 0.649 0.766 0.645
C 0.607 0.497 0.570 0.630 0.776 0.697
C, 0.449 0.398 0.474 0.497 0.753 0.647
C, 0.523 0.496 0.709 0.743 0.782 0.695
C, 0.571 0.458 0.552 0.569 0.722 0.525
T, 0.496 0.483 0.548 0.536 0.534 0.794
T, 0.639 0.534 0.694 0.782 0.652 0.877
T, 0.742 0.505 0.685 0.755 0.694 0.817
T, 0.450 0.372 0.599 0.573 0.686 0.815
T 0.585 0.521 0.596 0.658 0.698 0.843

w

Source: Developed by the authors.

Table 10
Validation of the structural model

Dependent variable R? R? adjusted RMSE MAE Q? predict
Organizational environment 0.854 0.798 0.588 0.435 0.689

Source: Developed by the authors.
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Table 11
Effect size of F-Square in the model

Construct Organizational environment
Negotiation (N) 0.720
Decision Making (D) 0.002
Leadership (L) 0.103
Communication (C) 0.008
Teamwork (T) 0.004
Source: Developed by the authors.
Table 12
Results of the PLS analysis structural model
. . - tvalue
Hypothesis Standardized path coefficient () (Bootstrap) P(value)
H1: Negotiation (N) — .
Organizational Environment (O) 0.677 4.483 0.000
H2: Decision making (D) — ~
Organizational Environment (O) 0.023 0.15Ins 0.442
H3: Leadership (L) — «
Organizational Environment (O) 0416 1762 0.037
H4: Communication (C) —
Organizational Environment (O) 0.079 0.467ns 0.316
H5: Teamwork (T) — 0.065 0.353ns 0.357

Organizational Environment (O)

Note: * t value > 1.6766 (p < 0.05), ns = not significant.

Source: Developed by the authors.

the core role of negotiation and leadership skills
in shaping a positive organizational environment.
This provides a clear direction for enterprises to
improve their internal management capabili-
ties, prompting managers to pay attention to
and strengthen the training and development
of these key skills. Secondly, in the field of man-
agement education, the results of this study can
guide educational institutions to design more
targeted courses, especially for the needs of SME
managers, and integrate the cultivation of nego-
tiation and leadership skills into daily teaching,
thereby improving the comprehensive quality
and practical ability of future managers. Finally,
through the practical application of this study;, it
can not only help SMEs stand out in the fiercely
competitive market environment but also pro-
mote the optimization and improvement of the
management education system, laying a solid

foundation for the sustainable development of
enterprises.

Conclusion
It is concluded that the management skills of
negotiation (N) and leadership (L) turned out to
have a positive and significant association with
the organizational environment (O) in the inter-
nal (structural) model, which confirms what was
found in the diverse literature that addresses the
central topic of this study, especially the model.
This conclusion is based on the problem state-
ment, the stated objective, the theoretical basis,
and the obtained findings. It was determined
that 80.4% of the variability of the organization-
al environment variable (O) can be explained
by the variables negotiation (N) and leadership
(L). Nevertheless, given that the other variables
(decision-making (D), communication (C), and
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Negotiation

0.677(0.000

076 Decision Making

<0023 (0.442)

0.772,

)

o1

02

o 0.416 (0.037)
L3 «—0.802 0.779—> 03
0.736 T 04
L4 izati
0.735 Leadership (:{E";l';l“z::"‘z:?l 0.720,
/ S 05

0.079(0.316)

2]
Communication

Teamwork

0.065 (0.357)

Fig. 2. Path coefficients and p values of the structural model

Source: Developed by the authors.

teamwork (T)) added to the measurement mod-
el did not seem to be significant, the suggested
hypotheses can only be partially supported. The
variable that has the most impact on the organi-
zational environment is the negotiation variable
(N, F-Square = 0.720), which determines the F-
Square effects. The variable that has the least
impact on the model is the leadership variable (L,
F-Square = 0.103). After conducting a thorough
examination of the literature, we were able to
identify a number of characteristics that, when
viewed through the lens of management abilities,
might affect the organizational environment,
particularly in SMEs located in Karachi, Sindh.
The current study adds to the body of knowledge
in a number of ways. For instance, it uses the PLS-
SEM approach to identify factors that were important
for the measurement model and are associated with
previous empirical studies that have been conducted.
First, it can be said that the ability to negotiate
is necessary to get a commitment from all parties
engaged in the business, which is what propels the
accomplishment of corporate goals and objectives.
The findings show that managers at a medium
level have this ability, and further development
is necessary to maintain good stability in the or-

ganizational environment. This is the basis for
the positive association with the organizational
environment (B =0.677,t = 4.483, p < 0.05).
Second, research suggests that leadership
is a management skill that promotes creat-
ing a positive organizational environment in
businesses. This is supported by findings that
leadership can be satisfying and motivating
in the clear commitment to achieving the ob-
jectives and goals, and it has a positive asso-
ciation with the organizational environment
(B=0.416,t=0.037,p = 0.05). This study provides
empirical evidence for management practices in
SMEs, highlighting the importance of negotia-
tion and leadership skills in building a positive
corporate environment. It can guide training
programs and management education insti-
tutions to develop targeted courses for SMEs,
promoting success in a competitive market.
Statement of relevance of research topic in
the context of rapid changes and increasingly
fierce competition in the global economy: small
and medium-sized enterprises are an important
part of the national economy, and their develop-
ment status is directly related to the vitality and
competitiveness of the national economy.
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