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ABSTRACT 

The st udy i nvesti gat ed the pr oduct  i nnovati on feat ures  of  s mall  and medi um scal e 

ent erprises  ( SMEs)  and det er mi ned t he ext ent  of pr ocess  i nnovati on a mong Ni gerian S MEs.  It 

also anal ysed t he mar keting i nnovati on,  assessed or gani zati onal  i nnovation a mong t he S MEs 

and exa mi ned t he i nfl uence of  t he vari ous  t ypes  of  i nnovati on on SMEs’  perfor mance i n 

Ni geria.  These were with a  vi ew t o exa mi ni ng the effect  of  i nnovati on on t he perfor mance of 

S MEs i n Ni geria. 

Secondary dat a were obt ai ned from Ni geria i nnovati on survey database ( 2011), 

undertaken a mong 500 small  and medi um scal e ent erprises  wit h about  41% r esponse rat e.  The 

instrument  used i n t he survey was  gui ded by Osl o manual,  st andar dised t hrough vali dati on 

wor kshops  under  t he New Part nershi p f or  Africa’s Devel opment  African Sci ence Technol ogy 

and I nnovati on I ndi cat ors  ( NEPAD ASTII)  i nitiative.  Pri mar y dat a were used t o co mpl e ment 

the secondary dat a on S MEs  i n sel ect ed l ocal  government  areas  i n Sout h- West  Ni geri a.  A 

struct ured questi onnaire was  used t o elicit  i nformati on from sel ect ed respondents  i n t he t hree 

select ed St at es  of  Lagos, Oyo and Ogun ( because of  t he l arge presence of  S MEs  i n t he sel ect ed 

St at es  and l ocal  govern ment  areas).  Si mpl e rando m sa mpli ng t echnique was  adopt ed i n 

selecti ng a sa mpl e si ze of  400.  The dat a obt ai ned were anal ysed usi ng percent ages,  bi nar y and 

or dered l ogistics regression techni ques.  

The result  reveal ed t hat  impr oved goods  ( 56 %),  product  i nnovati on devel oped mai nl y by 

ent erprise ( 28 %),  pr oduct  i nnovati on devel oped by ent erprise wit h ot her  ent erprise/instit uti ons 

(85 %),  pr oduct  i nnovation devel oped by ot her ent erprises/instit utions  (96 %)  and pr oduct 

innovati on devel oped mainl y by ent erprises  modifyi ng of  ot hers  ( 79 %)  were pr oduct  i nnovati on 

feat ures of SMEs.  



iii 
 

© Obaf e mi Awol owo Uni versity, Il e-Ife, Ni geri a 
For mor e i nf or mati on contact ir- hel p@oauife. edu. ng   

 

Fi ndi ng al so showed t hat  i mpr oved pr oducti on met hods  ( 49 %),  i mpr oved l ogistics, 

deli very and di stri buti on (52 %),  i mpr oved support servi ces  ( 52 %),  pr ocess  innovati on devel oped 

by ent erprise/ group ( 29%),  pr ocess  i nnovati on by ent erprise wit h ot her  ent erprises  ( 85 %), 

pr ocess  i nnovati on developed mai nl y by ot her  enterprises/instit ution ( 96 %),  process  i nnovati on 

devel oped by ent erprise by modifyi ng i nnovati on of  ot hers  ( 78 %)  portrayed t he ext ent  of  pr ocess 

innovati on a mong Ni gerian S MEs.  I n additi on,  the result  reveal ed t hat  i mpr oved packagi ng 

(48 %),  i mpr oved sal es  and sal es  met hod ( 51 %)  and ne w t echnol ogi es  f or  pr oduct  pr omoti on 

(53 %)  were t he mar keti ng i nnovati on adopt ed by the S MEs.  Furt her more,  the result  showed t hat 

i mpr oved knowl edge manage ment  syst e m ( 43%),  maj or  changes  t o wor kpl ace or gani zati on 

(40 %),  i mpr oved rel ati onshi ps  and ( 61 %)  were peculiar  or gani zati onal  innovati on a mong t he 

S MEs.  Fi nall y,  t he result t hat  reveal ed or gani zati onal  i nnovati on (t  = 3. 194,  p < 0. 05),  mar keti ng 

innovati on (t  = 2. 359,  p < 0. 05),  product  i nnovation (t  = 2. 393,  p < 0. 05)  and pr ocess  i nnovati on 

(t = 2. 359, p < 0. 05) had si gnificant i nfl uence on fir m perfor mance.  

 The st udy concl uded t hat  i nnovati on had si gnificant  effect  on t he perfor mance of  S MEs 

in Ni geria.  
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CHAPTER ONE 

I NTRODUCTI ON   

1. 1 Background to the St udy 

Over  t he years,  t he contri buti on of  s mall  and medi um scal e ent erprises  ( S MEs)  t o 

econo mi c devel opment  has  recei ved consi derable attenti ons  from existi ng literat ure of  fi nance 

and ent erprise devel opment  ( Gui maraes  & Langley,  1994),  Al egre,  Lapi edra & Chi va,  2006). 

The co mpr omi se a mong the researchers  i s  t hat  SMEs  i s  suscepti bl e t o i nnovati ons  far  as  nati onal 

devel opment  i s  concerned ( Li ñán & Chen,  2009), ( Bakar  & Ah mad,  2010),  ( Geor gellis,  2000), 

(Johne, 1999). 

Acr oss  different  econo mic pl ayers,  t he contri bution of  i nnovati on i s  si gnificant  t o t he 

gr owt h of  an econo my especi ally on S MEs.  For  exa mpl e,  i n some  Eur opean country and Chi na, 

the si ze of  S MEs  t o t he t ot al  nu mber  of  ent erprises  i s  about  99 % whil e i n t he Unit ed St at es, 

result  shows  t hat  f or  more t han 200 milli on s mal l  and medi um si zed ent erprises,  i n fact  about 

98 % are S MEs  out  of  total  nu mber  of  ent erprises  ( Li u,  2012).  Al so,  in Tur key,  s mall  and 

medi um si zed entrepreneurs  constit ute 99. 9 % of  t ot al  nu mber  of ent erprises, 76 % of 

e mpl oyment,  53 % of  wages  and sal aries,  63 % of  t urnover,  53. 3 % of  val ue added at  fact or  cost 

and 53. 7 % of  gr oss  i nvest ment  i n t angi bl e goods ( Ku mar,  Raj an,  & Zi ngal es,  2001).  S MEs  are 

consi dered t he life bl ood of  many econo mi es  and Ni geria i s  not  l eft  out.  There are 17,  284,  671 

S MEs  i n Ni geria,  provi ded wor k f or  32, 414, 884 nati ves  and contri buti ng 46. 5 % of  t he Ni geri an' s 

GDP i n No mi nal/ ostensibl e t er ms  ( Ent erprise Baseli ne assess ment,  2012).  In general,  S MEs 

make up about 99. 7% of the ent erprises worl dwi de ( Agar wal & Ashwani, 2008). 
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Innovati on i n econo mi c devel opment  was  devel oped by Joseph Schu mpet er,  an 

econo mi st  t hat  hails from Ger man.  To hi m i nnovati on/ Novelt y have been acknowl edged as  a 

dri ver/ mover  of  or gani zati ons  and country/ nati ons  buil di ng mechanis m as  it  l eads  t o pri vat e 

ent erprise/entrepreneurship and consequentl y econo mi c pr osperit y/richness  ( Schu mpet er, 

1934).In hi s  vi ew,  i nnovati on co mprises  creativeness,  foll ow a  li ne of  i nvesti gati on and 

devel opment  Research and Devel opment  ( R&D),  ne w pr ocess,  ne w pr oducts/ goods  or  ser vi ces 

and advance i n sci entific/technol ogi es  ( Lu mpki n & Dess,  2001).  In addition,  i nnovati on i s  t he 

creati on of  ne w wealt h or  t he alteration and i mprove ment  of  obt ai nabl e resources  t o creat e ne w 

pr osperit y ( Kurat ko & Hodgetts,  2004).  Due t o current  econo mi c crisis and t rend i n t he l evel  of 

une mpl oy ment,  i nnovation t hrough entrepreneurshi p i s  t oday recogni zed as  t he ans wer  t o t he 

increasi ng bur den of  une mpl oy ment  and gr owing soci etal  unrest.  Most  of  t he devel opi ng 

econo mi es  of  t he worl d are faci ng si gnificant  challenges  of  rapi d societ al  change,  vol atile 

econo my and i nsufficient  nu mber  of  skilled yout hs.  Devel opi ng countries  li ke Ni geri a are 

si milarl y comi ng t o ter m wi t h t he need t o foster entrepreneurial dri ve more vi gorousl y.  

Innovati on,  i n vari ous  writi ng of  schol ars  represent  a very i mport ant  percepti on t hat 

gi ves  birt h t o co mpani es  val ues  and sust ai nabl e spirited advant ages  i n a multifacet ed and rapi dl y 

changi ng busi ness  at mosphere,  ( Cannarella,  & Pi cci oni,  2003).  Or ganisati ons  t hat  boast  of 

advanced I nnovati on/ Novelt y pot entials  are mor e fl ourishi ng i n respondi ng t o changi ng 

conditi ons  and i ncreasi ng ne w co mpet ence t o adopt  changes  and as  a consequence achi eve bett er 

perfor mance ( Mont es,  Mor eno & Fer nandez,  2004).  Innovati on i s  relat ed t o or gani zati ons’ 

adopti on of  a  ne w i dea or  behavi or  ( Zalt man,  Duncan & Hol beck,  1973).  Innovati on i s  deri ved 

in some  key operati ng areas  of  any vent ure.  So me  of  whi ch are;  Pr oduct,  Pr ocess,  Servi ce, 

Mar keti ng,  Hi-tech,  and Or gani zati onal  I nnovati ons  ( Sundbo,  2003).  Spirited advant age gi ves  a 
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Co mpany over  its  co mpetitors and an ability t o engender  great er  wort h f or  t he co mpany and its 

shares  hol ders.  Hence,  t o guarant ee conti nued existence i n a extre mel y competiti ve at mosphere 

such as  t he sa me as  i n Ni geria,  S MEs  shoul d embr ace I nnovati on t hat  wi ll  enhance excellence 

pr oducts and disti ncti ve pr oduct feat ures.  

Mor eover,  t he existence as  well  as  conti nuity of  S MEs  i n devel opi ng countries 

(especi ally Ni geria)  depends  on t heir  capability t o generat e I nnovati on/novelt y i s  acti ng i n 

response t o rel ated alterati ons  and opport unities wit hout  direct orial  i nt errupti on,  unnecessary 

ti me and costs,  or  l oss of  perfor mance/ out come ( Buganza & Ver ganti,  2006).  Thus,  most 

countries  have t o realize t hat  orchestrati ng,  i ncreasi ng,  and supporting t hese or gani zati ons  are 

not  onl y si gnificant,  but  will  also engender  the f or mati on of  fresh job,  mai nt ai n l asti ng 

managerial  fl exi bility and sti mul at e i nnovati on/novelt y and creati vit y ( Onci oi u,  2013).  The 

percepti on of  entrepreneurs  i s  t hat  i mpr ove ment  in t he superi orit y of  pr oducts  or  pr ocess  will 

have opti mi stic fi nancial r et urn on t he S MEs  ( Tan & Nasurdi n,  2011).  Ever y S ME t hus  has 

convi nced busi ness  t argets  whi ch gui de t heir  operati ons  and eval uati on of  perfor mance i n t he 

light of set goals. 

Perfor mance has  been consi dered at  t he sa me  time  as  t he achi eve ment  of  specified t ask 

measured agai nst  predet er mi ned or  i dentified val ues  of  precisi on,  whol eness,  cost  and 

mo ment um.  I n an e mpl oy ment  agree ment  f or  inst ance,  attai nment  i s  the achi eve ment  of  a 

obli gati on i n such a  manner  t hat  rel ease t he perfor mer  from all  l egal  responsi bility l ai d down on 

the agree ment  ( Cannarella & Pi cci oni, 2003).  Firm’ s  perfor mance/success i s  a  f uncti on of  t he 

e mpl oyee perfor mance/ co mmit ment  because hu man resource are t he critical  capital  resources  of 

the or gani zati on and t hey perfor m a  ver y import ant  r ol e i n t he growt h/i ncrease and its 

perfor mance/result. 
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Innovati on i ncul cati on i s an i mport ant  vehi cle f or or gani zati on t o showcase change and 

i mpr ove ment  on its  perfor mance conditi oned,  especi all y wit h t he general  l evel  of  scarce 

resources,  i n t he frequently busi ness  at mosphere,  strong co mpetition and overpoweri ng changi ng 

cust omers de mand for i mpr oved qualit y (Jansen, Van Den Bosch &Vol berda, 2006).   

It  has  been cl earl y st ated t hat  t he r ol e of  I nnovati on/ novelt y i n t he entrepreneurial/ manageri al 

pr ocess is si milar t o “creati ve destructi on”  thus wealt h/ more opport unities is created when 


