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ABSTRACT

The study investigated the product innovation features of snall and medium scale
enterprises (SMEs) and deter mnedthe extent of process i nnovation anong N gerian S VEs. It
also anal ysed the nmarketing i nnovation assessed organizational innovation anong the S MES
and examned the influence of the various types of innovation on SMEs’ perfor nance in
N geria These were wth a viewto examningthe effect of i nnovation onthe perfor nance of
SMEs in Ngeria

Secondary data were obtained from N geria innovation survey database (2011),
undertaken anong 500 srell and mediumscal e enterprises wth about 41%response rate. The
instrument used inthe survey was guided by Gslo nmanual, standardised through validation
wor kshops under the New Partnership for Africa’s Devel opnent African Science Technol ogy
and I nnovation I ndicators (NEPAD ASTII) initiative. Pri nary data were usedto conple nent
the secondary data on SIVEs in selected |ocal government areas in South- Vst N geria A
struct ured questionnaire was usedto elict i nformati on fromsel ected respondents inthe three
selected Sates of Lagos, Oyo and Ogun (because of t he large presence of SIVEs inthe selected
Sates and local governnent areas). S nple random sanpling technique was adopted in
selecting a sanpl e size of 400. The data obtai ned were anal ysed usi ng percentages, binary and
ordered | ogistics regression techni ques.

The result reveal edt hat impr oved goods (56 %), product i nnovati on devel oped nainly by
enterprise (289, product i nnovation devel oped by enterprise wth ot her enterprise/institutions
(859%, product innovation devel oped by other enterprises/institutions (96% and product
innovation devel oped mainy by enterprises nodifyi ng of ot hers (79% were product i nnovation

features of SIVES.
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Fnding also showed that i nproved production nethods (499%), i nproved logistics,
deliveryand distribution (529, i nmproved support services (52 %), process innovation devel oped
by enterprise/group (2999, process innovation by enterprise wth other enterprises (85%,
process i nnovation developed mainl'y by other enterprises/i nstitution (96 %), process i nnovation
devel oped by enterprise by nodifyinginnovation of others(78% portrayedthe extent of process
innovation anong N gerian SMVES. In addition the result revealed that i nproved packaging
(489%, i nproved sales and sales nethod (51% and newtechnol ogies for product pronotion
(53% werethe marketinginnovationadopted by the S MEs. Further nmore, theresult showedt hat
i nproved knowedge managenent system (43%, ngjor changes to workplace organization
(409%, i nproved relationships and (61% were peculiar organizational innovation anong the
SMEs. Anadly, theresultthat reveal ed organi zational i nnovation (t = 3.194, p <0.05), mar keting
innovation (t =2 359 p <0.05), product i nnovation (t =2 393 p < 0.05) and process i nnovati on

(t =2 359 p <005 had significant influence on fir mperfor nance.

The st udy concl udedt hat i nnovati on had si gnificant effect onthe perfor mance of SIVEs

in Ngeria
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CHAPTER ONE
I NTRODUCTI ON

1 1 Background tothe Study

Over the years, the contribution of small and medium scale enterprises (SMES) to
economc devel oprent has recei ved considerable attentions fromexisting literature of finance
and enterprise devel opment ( QUi naraes & Langley, 1994), Aegre, Lapiedra & Chiva, 2006).
The conpronise anong theresearchersisthat SMES is susceptibletoinnovations far as national
devel opent is concerned (Lifidn & Chen, 2009), ( Bakar & Ahnad, 2010), ( Georgellis, 2000),

(Johne, 1999).

Across different economic players, the contribution of innovation is significant to the
growt h of an economy especially on SIVEs. For exanple insome European country and China,
the size of SIVEs tothetatal nunber of enterprises is about 99 % whileinthe United Sates,
resut shows that for norethan 200 mllionsnall and medi umsized enterprises, infact about
98%are SMEs out of taa numnber of enterprises (Liu 2012). Asq in Turkey, snall and
medium sized entrepreneurs constitute 99.9% of tatal nunber of enterprises, 76 % of
enpl oynent, 53%of wages and salaries, 63 %of t urnover, 53 3%of val ue added at factor cost
and 53 7%of grossinvest nent intangible goods ( Kunmar, Rajan & Z ngales, 2001). SIVEs are
consideredthe life bl ood of many economes and N geriais not left out. There are 17, 284, 671
SMEsin N geria provided workfor 32 414, 884 natives and contri buti ng 46. 5%of the N geriari's
GDP in Nomnal/cstensible ter ns (Enterprise Baseline assess nent, 2012). In general, SMES

make up about 99.7%of the enterprises worl dwde (Agar val & Ashwani, 2008).
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Innovation in economc developnment was developed by Joseph Schunpeter, an
economst that hails from Ger man. To hi minnovatior/ Novelty have been acknow edged as a
driver/ mover of organizations and country nations buildng nmechanismas it leads to private
enterprise/entrepreneurship and consequently economc prosperityrichness (Schunpeter,
1934).In his view innovation conprises creativeness, falow a line of investigation and
devel opnent Research and Devel oprent (R&D), new process, new products/goods or services
and advance i n scientific/technol ogies (Lunpkin & Dess, 2001). In addition innovationis the
creation of new wealth or the alteration andi nprove nment of obtainable resources to create new
prosperity ( Kuratko & Hodgetts, 2004). Dueto current economc crisis andtrendinthe level of
une npl oy nent, innovation t hrough entrepreneurshipis today recognized as the answer to the
increasing burden of unenploynent and growing societal unrest. Mbst of the devel oping
economes of the world are facing significant challenges of rapid societal change, volatile
economy and insuffident nunber of skilled youths. Developing countries like N geria are

simlarly comingtoter mwiththe needtofoster entrepreneurial drive nore vi gorously.

Innovation in various writing of scholars represent a very i nportant perception that
gives birthto conpanies val ues and sustai nabl e spirited advantagesina nultifacetedand rapidy
changing business at mosphere, (Cannarella & PRiccioni, 2003). Qrganisations that boast of
advanced Innovatior/ Novelty potertials are more flourishing in responding to changing
conditions andi ncreasi ng newco npetencetoadopt changes and as a consequence achieve better
perfor mance ( Montes, Moreno & Fernandez, 2004). Innovation is related to organizations’
adoption of a newidea or behavi or (Zalt nan, Duncan & Hol beck, 1973). Innovationis derived
insone key operating areas of any venture. Sonme of which are; Product, Process, Serwvice,

Mar keting H-tech and O ganizational 1nnovations (Sundbo, 2003). Spirited advantage gi ves a
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Conpany over its conpetitars and an abilityto engender greater worthfor the conpany andits
shares hol ders. Hence, to guarantee continued existence ina extrenel y competitive at nosphere
such asthe sane asin N geriaz SMEs should embrace Innovationthat will enhance excellence

products and distincti ve product feat ures.

Moreover, the existence as well as continuity of SMES in developing countries
(especialy Ngeria) depends on their capability to generate Innovation/novelty is acting in
response to relaed alterations and opportunities without directorial interruption unnecessary
tine and costs, or loss of perfor nance/outcome (Buganza & \ergarnti, 2006). Thus, nost
countries have torealizethat orchestrating increasing and supporting these organizations are
not only significant, but wll also engender the for nation of fresh job, maintain lasting
managerial flexibility and sti mulate innovation/novelty and creativity (Ohciau 2013). The
perception of entrepreneurs is that i mprove ment inthe superiority of products or process will
have opti mstic financial return on the SMEs (Tan & Nasurdin 2011). Every SME thus has
convi nced business targets which guide their operations and eval uation of perfor mance inthe

light of set goals.

Perfor mance has been considered at the sane time as the achieve nent of specifiedtask
measured against predeter mned or idertified values of precision wholeness, cost and
momentum In an enploynment agreenent for instance, attainnent is the achievenent of a
obligationinsuch a nmanner that releaset he perfor ner fromall I egal responsi bilitylai d down on
the agreenent (CGannarella & Piccioni,2003). Firnis perfor nance/success is a function of the
e npl oyee perfor mance/ commt nent because humanresource arethe critical capita resources of
the organization and they perform a very inportant rde in the growtincrease and its

perfor mance/result.

© Obafen Awd owo University, lle-lfe Ngeria
For noreinfor mati on contact ir-hel p@adife edu ng



OBAFEMI AWOLOWO

/§ UNIVERSITY 4

Innovationinculcationis ani nportant vehicle for organizationto showcase change and
i nprovement on its perfor nance conditioned especially wth the general level of scarce
resources, i nthe frequently busi ness at mosphere, strong conpetitionand over powering changi ng
custoners demand for i nproved quality (Jansen, Van Den Bosch &\Vol berda, 2006).
It has been clearly stated that the role of I nnovatior/noveltyinthe entrepreneurial/ nanagerial

process is si mlar to “creati ve destruction” thus wealth/ more opportunities is created when
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