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Abstract 

GroJIIth strategy is critical to the peiformance of small and medium enterprises (SME) in an economy. This stutjy examined 

the moderating effect of technological innovation on growth strategy and peiformance of SMEs. It adopts quantitative 

approach, and used 361 copies of questionnaire wen distributed among Si\tlE o1vners in So11thwest Nigeria and anajysed 

1vith Stmctural E quation Modelling (51\IIART PLS). Results shows significant relationships between growth strategy and 

SME s peiformance and technological innovation reinforces the relationships. It indicates that product development has 18% 

predictability on peiformance of SME, also 58% of variance in peiformance of SME is explained f:y market penetration. 

Market development has 13% predicting effect on peiformance of SME, and also that 10% of variance in peiformance of 
small and medium enterprise is explained 0 product diversification. It is recommended that o1vners of SME s should invest 

in quality and diversified products, and invest in research and development that encourages intraprenetmhip. 

K eywords: Growth Strategies, Manlffacturing, Prod11ct Development, S1V!E s Peiformance, Technological Innovation 

Introduction 

Globalization has contributed to the growth and expansion of businesses all over the world, which 

ultimately increases the level of competition among them. Moreso, firms strive to address ever­

dynamic customer needs, wl-llle seeking to improve profitability, as well as performance Games, 

Ayodotun, Atolagbe, Ma.'l:well, Augusta, & Taiye, 2018). 

Similarly, small and medium enterprises are compelled to implement strategies that aid sustainable 

competitive advantage within local and international markets. Meanwhile, researchers have 

highlighted the significant influence of technological innovation and growth strategies on the 
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performance of small and medium enterprises. However, the level of contribution of these 

parameters to the effective operations of Si\IIEs in South-\'{lest Nigeria is yet to be ascertained 

(Donbesuur, 0\vusu-Yirenh.)'i, & Chu, 2020). Conversely, a critical objective of every business is 

to experience sustainable improvement in its market reach and revenue generated. T hus, tllis gives 

r-ise to the need for strategies that ensure gro\.vth takes place (Patel, 2023). The concept of strategy 

reflects how tl1e business intends to win against its competitors (Braun, Latl1am, & Cannatelli, 

2019). Sinlllarly, comparlies aim at maxinlizing growth opportmlities by adopting strategies such as 

market penetration, market development, product development as well as product diversification 

(Lopez, Pizzo, Gupta, Kennedy, & Funk, 2021). 

Furthermore, market penetration as a growtl1 strategy entail increasing the market share of a 

company's brand by increasing its consmnption and competitiveness as well as improving the 

business's marketing efforts. (Hoang Tien, 2020). Meanwlllle, frrms can utilize market development 

strategies to introduce their products into new markets. On the other hand, products can be 

diversified to suit the new market as well (Stirbu, 2023). Consequently, SMEs and otl1er large-scale 

businesses can develop new product concepts to address customer needs and align witl1 modern 

trends (Adler, Mandelbaum, Nguyen, & Schwerer, 2023). 

In addition, technological innovation combined witl1 growth strategies enables frrms to maxinllze 

available commercial opportmlities. Moreso, tllis involves implementing new technology or 

modern techrliques into tl1e business's activities to facilitate growth, productivity and commendable 

performance. Salau, Osibanjo, Aderliji, O ludayo, Faiola, Igbinoba, & Ogueyungbo, 2018). 
Likewise, technologically innovative practices can be executed across variables such as product 

innovation and process innovation wllich modify existing products and business operations. TI1us, 

companies can provide mlique solutions using sopllisticated tecluliques (Pon unboiu, 2021). The 

performance of a firms can be measured by ascertaining their level of competition, size of market 

share, the degree to wllich stakeholders are satisfied, service quality, productivity gro\.vth, 

profitability, as well as other financial metrics (Tang, Park, Agarwal, & Liu, 2020). Moreso, tl1e 

satisfaction of customers is associated witl1 their judgement of tl1e goods and services offered and 

tl1e level at which pleasure was derived. This ultimately influences customer loyalty to tl1e brand 

and good\.'l.rill (Otto, Szymanski, & Varadarajan, 2020). E qually, service quality refers to a 

customer's perspective of tl1e degree to wllich a frrm's services are super-ior or infer-ior. Also, service 

quality contributes to tl1e level of long-term relationsllips and customer retention, a business 

possesses. Additionally, an improvement in profitability reflects an increase in revenue generation 

and profit (Alshamsi., Alshurideh, Kurdi, & Sallmun, 2021). Moreover, sustainable development 

goal 9 seeks to foster innovation, build infrastructure and advance sustainable industrialization. 

Hence, businesses are advised to develop a lligh-quality performance that contributes to econonlic 

growtl1 and improved wellness of htunans. TI-lls is made possible by research and development 

activities wllich raise tl1e technological standards and capabilities of businesses across tl1e globe 

(l hlited Nations, 2020). Sinlllarly, the Urlited Nations supports the entry and integration of SMEs 
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into foreign markets, particularly in developing countries. Nevertheless, wlllle the agriculture sector 

remains a primary source of employment and economic growth, over 500 million people are 

involved in manufacturing and entrepreneurship and low-income countries are investing in 

research and development to fulfil tlu s goal (Sumeep, 2018) . Neve1theless, certain challenges that 

limit the adoption of growth strategies and technological innovation by small and medium 

enterprises have been identified. For instance, a lack of capital may exist, a lack of required 

information, or an inability to sustain tl1ese strategies. Meanwlllle, tl1e level of investments made 

by SMEs in research and development determined tl1e degree of e..'i:posure to growth opportunities. 

Likewise, the firms may lack tl1e hmnan personnel tl1at are competent to foster tl1ese operations 

(Prasanna et al., 2019). 

T he country 's constant failure of small and medium-sized businesses, as well as the lust01y of poor 

performance of existing ones, is cause for concern (Okafor & Daferighe, 2019). TI1us, tl1e need to 

investigate certain parameters. Dabor and Oserogho (2019) in tl1eir work asserted tl1at the 

challenges facing SMEs in Nige1-ia include lugh production costs, low employee productivity, 

inability to build competitive advantage tl1rough producing quality products and services, 

intermittent power supply, indiscriminate tax levies, low accessibility to loans from financial 

institutions and inability to keep proper financial records. All of these affect the performance of 

theseSME s. 

According to Si\IIEDAN (2022), SMEs in Nige1-ia do not have the same performance level when 

compared to others in developing economies such as Peru, I ndonesia. Inferr-ing from Dabor and 

Oserogbo (2019), tlus underperformance can be traced to lack of innovative product development 

which ar-ises from some the challenges previously mentioned. Jamai, De Steur, Abidar, & Gellynck, 

(2021), submitted that making new products from old, making a new product or packaging tl1e 

same product witl1 diverse looks can be aclueved by innovation strategies which is insufficient in 

the Nigerian landscape. Moreover, the demand in tl1e market is such tl1at customers especially 

Millennials (people born in the 1990s) are obsessed witl1 explor-ing and experiencing new things 

and products. 

T he reports from the investigation of Larusi and Muthoni (2019) as well as O jwaka and Deya 

(2018) show tl1at market penetration strategy is significant in tl1e pursuit of a company's success. 

However, tl1e Nigerian Si\IIEs are finding it hard to break into the market especially when a big 

player is involved. I t has been found by a number of researchers such as Ayohmmi, Seman and 

Raslud (2022) as well as O jo and Sadiq (2022) that tl1e slow adoption of digital technologies among 

Nigerian SMEs lunders tl1eir market penetration efforts. 

Lack of technological proficiency and access to e-commerce platforms limits tl1eir ability to 

leverage online marketing channels and reach a wider customer base. Igbobve, Adio and Elikwu 

(2016) had earlier point out tl1at market penetration through e-commenrce is a competitive strategy 

for Si\IIEs keen on gro\.vth. Since market penetration has been proved to be important, its effect 
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Despite the gro\.ving recognition of the importance of technological innovation and effective 

growth strategies for Small and Medium Enterprises (SMEs) in Nigeria, several challenges persist. 

Si\11Es face difficulties in accessing tedUlological innovation, which hinders their performance 

(Tal-Ur, Ibrahim, & Nad Baba\vtille, 2021). Incorrect adoption of growth strategies has also been 

attributed to Si\11E failures (Tahir eta!., 2021). 

Additionally, challenges such as limited market access and inadequate technological innovation 

adoption hinder SME growth (Mustafa & Yaakub, 2018). Thus, with an understanding of these 

problems encountered by Si\11Es, this research seeks to evaluate how these issues have been 

addressed and the techniques implemented by businesses to foster growth. 

Tlus study assessed the technological irmovation moderate the effect of growth strategy on the 

performance of manufacturing Small and Medium Enterprises in Southwest Nigeria. 

Tl1e specific objectives are to: 

1. assess the role of product development in influencing the performance of small and medium 

enterpr-ises 

ii. ascertain tl1e impact of market penetration on the performance of small and medium 

enterpr-ises 

w. investigate the influence of market development on the perfonnance of small and medium 

enterpr-ises 

tv. analyse the effect of product diversification on the performance of small and medium 

enterpr-ises 

v. investigate how technological innovation moderate the effect of growth strategy on the 

performance of small and medium enterprise. 

MATERIALS AND METHODS 

Tl1e choice of research design is explanatory, according to Boru (2018), explanatory seeks to 

investigate the "what" and the "why" of a given phenomenon "'rith facts to back the frndings up. 

Tl1erefore, using a descriptive survey, each variable will be thoroughly investigated to get the 

answers to the research questions set without marupulation (Seidlecki, 2020). 

Tl1e Southwest region of Nigeria was selected for the research due to its number of manufacturing 

small and medium-sized businesses (SMEs) . Tl1e southwest is one of Nigeria's SL'i: geopolitical 

zones, representing the country's southwest and geographic location. It comprises SL'i: states: Ekiti, 

Lagos, Ogun, Ondo, Osun, and O yo. According to the 2020 National Bureau of Statistics (NBS) 

study, the Southwest States of Niger-ia have the country's largest munber of small and medium 

enterprises (SMEs) . 
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Specifically, Lagos, Oyo, and Ogun states have been identified as the major hub of SME 

concentration in Southwest Nige1.-ia; however, all SL'I: states were included in this study. Primarily 

the pmposive sampling technique was employed in selecting the study area, and the major criteria 

for selection are the concentration of SME s in tius region. 

T he population from which the sample was obtained is the N igerian Si\IIE manufacturing sector in 

Southwest N igeria. TI1e NBS smvey estimates that Nige1.-ia's overall munber o f businesses is 41.5 
million, dispersed throughout the country's 36 states (Adesoji, 2020). According to Akin taro (2022), 
51% o f the SME s in N igeria are in the southwest. 

Tlus study focuses on small and meditun-sized enterprises (SME s) in the Southwest as Lagos, the 

commercial capital of Niger-ia, had the largest number of manufacturing SME s with 8,39 5, followed 

by Oyo (6,131), Osun (3,007), Ondo (2363), Ogun (2465), and Ekiti (928) (National Smvey of 

Micro Small and Medium E nterp rises (MSME s) 2017; Adesoji, 2020). In line with tius, the 

Southwest states of Lagos, O yo, Osun, Ondo, Ogun, and Ekiti have about 23,289 SME s 

representing the study population. 

However, from the T ahardoost detemunation sample size for this research is 384 SME 0\vners 

and managers for ti1e questionnaire. Also, the simple random sampling technique will enable the 

sample to include all manufacturing SME s in the SL'I: states included in the population and allows 

all population members an equal chance of being included in the sample. Si\IIE owners "'riti1 

different experiences will likely produce a robust result. 

Tl1e self-designed questionnaire was based on the objectives of ti1e study. TI1e questionnaire was 

adapted from ti1e already established instrument in the literature. Instn unents on market 

development used by Omasa et al., (2022), service quality and customer satisfaction Bidyut and 

Shillong (2021), profitability and market share Kamya, (2016) were adopted. A Likert scale rates 

the opirllon or perception on a particular issue. It is preferred because it is easy to operationalise 

participant perceptions of ti1e questions asked by giving a munerical score wluch enables 

quantitative analysis. 

Tl1e data collected was analysed usmg SEJ.\11-PLS. T his analysis arms to employ established 

independent variables in predicting the outcome of one dependent var-iable. TI1is test is based 

strictly on ti1e primary data obtained from the use of the questionnaire. E tl1ical approval was 

obtained from Covenant Health Research E tlucs Committee. T he respondents were adequately 

informed about ti1e objective of the study. Inform consent was also obtained from ti1e respondents, 

and tl1ey were allowed to witl1draw from participating in tl1e study at any point ti1ey wished. 

RESULTS 

Hypothesis Testing 

i) Ho: Product dez;e/opment does not have significant impact on the peiformance of Small and M edium E nterprises 
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Figure 1 Product D evelopment and Performance of SiviEs (profitability, service quality, 

customer satisfaction, and market share) Model 

T able 1 Coefficient Value of PD: Produd Dez;e/opmenlj PR- Profitability. SQ: SeniceQuality) CS: Customer 

SatisfadiotJ, MS: Market Share 
Variables '"' ~ 

<1) ·o 
~ "' <1) u 
0 ·a "' :: 

"' <1) .9 u •zj ::: 
~ ~ "' ..c '"' 

.... ... CFl ;> u 
~ Iii I 91 u. M <1) 

p.. CFl b p.. Ci Q 

Hot PDE -4 CS 0.800 0.048 16.561 0.000 0.640 1.780 0.454 Significant 

Hot PDE -4i\IS 0.806 0.0.57 14.237 0.000 0.650 1.857 0.444 Significant 

Hot PDE -4 PR 0.8.56 0.048 17.646 0.000 0.732 2.736 0.547 Significant 

Hot PDE -4 SQ 0.886 0.037 23.968 0.000 0.784 3.633 0.487 Significant 
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ii) H o: 1\1arket penetration does not have significant effect on the peiformance of 5 t!Ja/1 and MediutJJ E ntetprises 

Figure 2 Market Penetration and Pelformance of SMEs (profitability, service quality, customer 

satisfaction, and market share) Model 

Table 2. Coefficient value of l~viP: Market Penetration, PR: Profitability, SQ: Sen-ice Quality, CS: 

Customer Satisfaction, MS: Market Share 
VI 0 E "' "' 1::: 
0 u (J Ql 0 

::0 Ql ·c :::) ..... 
"' ~ 

(/) 

-~ 
..... ,... ·o '"0 (J ·c 
~Iii ~ I ~ 

~ ~ o- Ql 

::?. ~ Ql en ~ell ~ g 
Hot 1 IP ~ CS 0.718 0.067 10.731 0.000 0.515 1.062 0.361 Significant 

Hot MP~MS 0.680 0.086 7.892 0.000 0.462 0.860 0.311 Significant 

Hot 1 IP ~ PR 0.735 0.081 9.029 0.000 0.540 1.172 0.397 Significant 

Hot 1 IP ~ SQ 0.760 0.066 11.478 0.000 0.578 1.370 0.354 Significant 

iii)Ho: J.\1/.arket develop111ent does not hav·e significant influence 011 the peiformance of Small and MediutJJ E nterprises 
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Figure 3 Market D evelopment and Perfom1ance of SME s (profitability, service quality, customer 

satisfaction, and market share) Model 

Table 3. Coefficient value of MD: Markff Development, PR Profitabiliry, SQ: Service Q 11aliry, CS: 
Cusfotmr Satisfadion, lviS: Market Share 

0 c u .2 :0 •;;j VJ 
<ll VJ <ll VJ 

"' ..s ' ·o ';;j 0 ·o ' (::1 

"' to: 0 !::3 J.ll I to: ~ 
~ a N <ll 

> V> I;; u <ll (/) ~ri? !II e..> 0' g c: 
Ho! 1\ID ~ CS 0.811 0.046 17.477 0.000 0.658 1.924 0.465 Significant 

Ho! 1ID ~i\IS 0.766 0.064 11.992 0.000 0.587 1.422 0.398 Significant 

Ho! 1ID ~PR 0.808 0.060 13.569 0.000 0.653 1.882 0.484 Significant 

Ho! 1\ID ~ SQ 0.857 0.045 19.098 0.000 0.735 2.769 0.454 Significant 

iv) Ho, Produrt diversification doeJ· not bave significant outcomes on the peifonnance of Small and 1\tfedium 
E nte1prises 
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Figure 4. Product Diversification and Performance of Si\1Es (profitability, service quality, 

customer satisfaction, and market share) Model 

Table 4. Coefficient value of Coefficient value of PD: Product Diz:ers!ftcatiotT, PR: Projitabiliry, SQ: 
Service Q uality, CS: Cusfo!tler SatisfactiotT. MS: Market Share 

5 ·o 
!:S VJ 
v u 

"' 
I ·a VJ 1:: 

v 0 VJ v 0 
::D u "D :::: .... 

(t 

~ 
Vl 

-a --5 .... ·o <J) 

"' (t ~ I 

~ ~ ?;! v 
:> 

'""' 
<J) b '""' 

Q 
Hot PDI~ CS 0.778 0.054 14.288 0.000 0.605 1.531 0.428 Significant 

Hot PDI~l\IS 0.766 0.065 11.855 0.000 0.587 1.420 0.402 Significant 

Hot PDI~ PR 0.793 0.067 11.889 0.000 0.628 1.691 0.468 Significant 

Hot PDI~ SQ 0.840 0.048 17.601 0.000 0.706 2.406 0.438 Significant 

iv) Ho: TechtTologica/ itmovation does not moderate the relationship bet)}leen groiJJ!h strategy and petjor111ance of small 

and 1J1ediu111 entetprise 
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0. Tl6 CWXIII 

Figure 5. Growth Strategies, Teclu10logical ltUlovation, and Performance of SNIEs Model 

Table 5. Coefficient Value of Growth Strategies, Technological Innovation, and Performance of 

SMEs 
.... c 
Q) .... 
u 

l:E 
Q) 

"' 
I rn c 

Q) 0 Q) 0 :a u = .... ...... rn 
~ -5 (t . .... 

- ~ > u 
(t 

~ ~ 0 
Q) 

~ ~ ~ Q 
GS~ PSMEs 0.728 0.000 0.530 0.347 0.574 Significant 

TI ~ PSi\IIEs 0.771 0.000 0.594 0.452 0.621 Significant 

Moderating Effect ~ 0.784 0.000 0.615 0.349 Significant 
PSi\JIEs 
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Figure 2 shows the PLS algoritlun model of product development and performance of SMEs witl1 

the loading values of each item of measurement of the constructs. Tlus depicts the PLS 

Bootstrapping Model with ~and P-coefficient values of product development and performance of 

Si\11Es. T he p-value deternlines tl1e ammmt of probability. Meanwlllle, before tl1e p -value can be 

regarded as sigyuficant, tl1e probability must be less tl1an 0.05. TI1erefore, at a p -value of 0.05, all 

tl1e values of product development and performance of SMEs such as profitability, service quality, 

customer satisfaction, and market share measurements obtained in tl1e research instrument are 

sigyuficant. 

Tl1e frrst hypotl1esis examined the influence of product development and performance of SMEs 

(profitability, service quality, customer satisfaction, and market share) . TI1e fmdings show tl1at 

product development has a substantial relationslup \.vith all tl1e dimensions of performance of 

Si\11Es i.e., profitability, service quality, customer satisfaction, and market share covered by tlus 

study. 

Tlus implies tl1at if tl1e Si\11Es in tl1e soutl1west of Nigeria continue to pay attention to policy 

governing tl1e product development process, follow due process before tl1e development of 

products, and be intentional about product development witl1 tl1e adoption of best practices, it will 

not only foster firms' expansion but also help the SMEs to stay ahead of competitors, increase the 

customer base tl1at will culminate into improved profitability with appreciating tl1e return on 

investment. Also, tl1e findings implied tl1at tl1e promotional appeal by the SMEs in terms of 

advertisement dr-ive on a different platform and contributes to product acceptance in tl1e market 

coupled witl1 responsiveness of tl1e employees to customers' demands to satisfy customers. 

In a related development, if SMEs in Soutl1west Niger-ia continually give attention to innovation, 

and promote creativity among departments and intrapreneurslup by investing in idea development 

with functional and well-funded research and development uruts, it "'rill not only birth good 

products development, but the product sales will be greatly increased, tlms tl1e bottom-line of the 

firms will also be enhanced 

Tl1ese findings validate sinlllar findings from Liu and \"Xland (2020). Tl1ey noted that the increased 

performance and competitiveness of tl1e frrms are a function of well-plarmed and im10vative 

product development. T lus was also corroborated by anotl1er sinlllar finding by Mohanuned 

(2019). He discovered tl1at sale growth is affected by product development. T lus implies that tl1e 

profitability, service quality, customer satisfaction, and market share of SMEs could be improved 

through the instrumentality of innovative and creative product development. Meanwhile, 

Hallencreutz and Parmler (2021) fmmd tl1at product development improves tl1e existing product 

to meet customers' needs or creating new ones to meet tl1e taste of tl1e customers enhances tl1e 

performance of a business in terms of customer satisfaction witl1 tl1e firm's products. TI1is implies 

that SMEs should give attention to tl1e existing products innovatively for possible rebranding 
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where necessaty and as well fi.md their research and development base for product development 

that "'rill satisfy customers' needs. Similarly, the finding of tl-lls study is also like tl1e submission of 

Chaerudin and Syafru:udin (2021). TI1ey discovered a significru1t relationsl-llp bet\veen product 

quality, customers' decision to purchase a particular product, se1vice quality, and customer 

satisfaction. 

In a nutshell, profitability, service quality, customer satisfaction, ru1d market share of SN1Es could 

be improved if attention is given to policy governing product development process, due process 

before the development of products, encouragement intrapreneursl-llp and well-funded research 

and development unit of tl1e firms. 

The second hypothesis investigated the influence of market penetration ru1d performance of SMEs 

(profitability, service quality, customer satisfaction, and market share) . The findings showed tl1at 

market penetration has a considerable positive relationship witl1 the perfonnance of SMEs 

variables used in this study i.e., profitability, se1vice quality, customer satisfaction, and market share. 

Tlus suggests tl1at if tl1e management or owners of SN1Es in Soutl1west Nigeria strive to donunate 

the market with their different well-packaged and innovative products that can compete favorably 

with competitors in tl1e larger markets, and are readily available ru1d easily accessed by customers, 

it could foster firms' growtl1, positioned SMEs to have the competitive edge over their competitors, 

increase tl1e customer base tl1at will culminate into improved sales ru1d profitability with appreciable 

return on investment 

Similarly, the findings also implied tl1at tl1e market penetration dr-ive of SMEs could drastically 

increase tl1e sales volume of both existing and new products provided the needs of the existing ru1d 

potential customers are met T lus is also enhru1ced tl1rough advertisement and promotion appeal 

on different calculated and intentional platforms that could reach the target customers. Besides, if 

owners and managers of SMEs in Soutl1west can segment tl1e market according to customers' 

desires, it will enhance market penetration, sales will be increased customers will be satisfied 

tl1rough service quality and profitability "'rill also be enhanced. 

Tl1ese fmdings validate similar findings of O jwaka and Deya (2018) who investigated tl1e influence 

of growtl1 strategies on tl1e performance of commercial printing firms. They discovered tl1at market 

penetration contributed sigruficantly to the fum's success ru1d performance. Tl1is was also 

supported by ru1other similar fmding by Suherna (2021). It was discovered by tl1e autl10r that SME 

performance correlates with networking. T lus networking is directed toward strengtl1erung the 

market penetration capacity of the finn. It was posited that social relationslups witl1 customers are 

usefi.li at all stages especially during product development to get familiar with tl1e customers and 

understand tl1eir needs before penetrating tl1e market discovered tl1at sale growth is affected by 

product development. TI-lls implies tl1at the profitability, service quality, customer satisfaction, and 

market share of SMEs could be improved tl1rough the instrumentation of groundbreaking and 

inventive product development 
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Moreover, Assange and Asue (2020), O jiambo (2021) and Mwangi (2021) fmmd that market 

penetration contl:.ibutes significantly to attracting customers' attention and meeting tl1eir needs to 

compete in tl1e market. TI1is suggests that SME s need to prioritize strategies tl1at will make tl1em 

compete favourably witl1 rivah-.ies in tl1e global business market by ensm-.ing the availability of 

quality products in the market. Also. Calculated advertisement of products on different platforms 

could also contribute to tl1e market penetration drive. 

T he t11ird hypotl1esis explored the influence of market development and performance of SMEs 

(profitability, service quality, customer satisfaction, and market share). TI1e findings revealed tl1at 

market development has a considerable relationship \.vith all tl1e dimensions o f performance of 

Si\11Es i.e., profitability, service quality, customer satisfaction, and market share used in this study. 

Tlus indicates tl1at if the SME s in tl1e southwest of Nigeria can manage and retain tl1eir existing 

customers and attract more potential customers, it could perhaps drive firms' progressive growth 

and development, appreciable increase in tl1e customer base and increased bottom-line of the 

Si\11Es. Also, tl1e findings implied that venturing into new geographical areas with appropriate 

development of new market segments and well-carved-out new distribution channels could also 

contribute to enhancing frrms' profitability, service quality, customer satisfaction, and market share. 

In a related development, if SME s in Soutl1west N igeria continually focus on clear market 

development strategies, it \.Vill impact positively product sales, market share, customer satisfaction 

and financial viability. 

Tl1ese findings confirm sinlliar findings of Andrie, Dinca, Mitan, and Vatamanescu (2021). TI1ey 

discovered that tl1e increased strategic innovation, SME s profitability, effectiveness and 

attractiveness of tl1e frrms is a fi.mction o f well-planned and state-of-tl1e-art market development. 

Tlus was also corroborated by Min and Kim (2022) and Mwangi (2021) who noted that tl1e 

capability of the fum to identify and make use of oppornmities paves tl1e way for rapid 

development, creating a link between performance and market development. TI1is implies tl1at the 

profitability, service quality, customer satisfaction, and market share of the Si\11Es could be better 

tl1rough innovative market development and distribution channels. Meanwhile, Labmtseva, 

Lar-ina, Nal1orna, Vinichenko, and Al-Shaban (2021) found that customers no longer take the pr-ices 

of tl1e products as tl1e only criterion to choose a product as a preferred product, tl1ey, however, 

noted that aside from price and quality of product, personal attitl.tde is also very cr-itical for market 

development that "'rill meet customer's needs. T l1is implies that SME s should give attention to the 

prices of tl1e products, tl1e quality of products and the quality of customer relationships. Similarly, 

tl1e fmding of tl1is stl.tdy is also like tl1e subnlission of Hilman eta/. (2018). TI1ey discovered a 

sigruficant relationslup between product development and the performance of fums. TI1ey noted 

that measures of the performances o f tl1e firm were competitiveness in tl1e market and competitive 

advantage. 

H ypothesis four investigated the influence o f product diversification and the performance of SME s 
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(profitability, service quality, customer satisfaction, and market share). The findings exposed that 

product diversification has a considerable positive relationship with the performance of SMEs 

variables used in this study i.e., profitability, se1vice quality, customer satisfaction, and market share. 

Tlus suggests that if the management or owners of SMEs in Southwest Nigeria stl:.ive to invest in 

other products and are intentional about producing different products that will meet customer 

needs and satisfaction, it could promote firms' profitability, service quality, customer satisfaction, 

and market share. 

Similarly, the findings also implied that introducing new products into the market regularly on the 

strength of the existing brand that contributes very much to the firm competitive advantage could 

considerably increase the sales volume of both existing and new products. T lus is also enhanced 

through intentional adve1tisement. Besides, the introduction of similar products contributes greatly 

to the reduction of business costs. 

Tl1ese findings validate similar findings of Ojo (2019) who investigated the relationship between 

diversity and tl1e success of firms. Tl1ey discovered tl1at geograplucal variety positively benefited 

the firms' performance. T lus was also supported by anotl1er similar finding by Idehen and Yanetu 

(2021). I t was discovered there is a positive relationslup between diversification and profitability. 

According to tl1em, tl1e profitability of most firms increased at different ranges after diversification. 

Tlus implies that tl1e profitability, service quality, customer satisfaction, and market share of SMEs 

could be improved tl1rough product diversity. 

Moreover, Hunjra, and Chani (2019) and fute and Latimo (2022) found that fmns perform better 

tl1an tl1eir tmdiversified counterparts by focusing more on financial perfonnance and categ01izi.ng 

corporate diversification into geograplucal and product diversification. They also noted tl1at tl1e 

performance of firms tl1at diversified into an unrelated product is not as high as tl1at of those tl1at 

diversified into related products. In other words, firms that want to diversify should consider 

products tl1at are related to their existing products. T his suggests that managers or 0\vners of SMEs 

need to prioritize tl1eir policies on product diversification to derive firms' sustainability and 

competitive edge in the highly competitive business world. 

H ypothesis five investigated the moderating effect of technological innovation on growth strategies 

and performance of small and medium enterpt-.ises. The fmding revealed that there is a considerable 

direct relationship between growth strategies and tl1e performance of small and medium enterpt-.ises 

Tl1e finding discovered tl1at technological innovation has a sigtuficant relationslup \.vith the 

performance of small and medium enterpt-.ises. Technological innovation sigtuficantly moderates 

the relationslup bet\veen growtl1 strategies and tl1e performance of small and medium enterpt-.ises. 

Tlus implies tl1at technological innovation strengtl1ens tl1e relationship between growth strategies 

and tl1e performance of small and medium entetprises. Tl1erefore, tl1e drive for the growth 

strategies and performance of small and medium enterprises. is a function of process and product 

innovation. This implies tl1at the adoption of innovative equipment, techrucal specifications for tl1e 
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development of new products and increased capability to adjust to rapid changes reinforces the 

relationships between growth strategies and Si\IIEs performance. 

Similarly, the finding also implies that the development of current products results in improved 

ease of use for customers, improved customer satisfaction because of the development of new 

products, sophisticated machine1y that helps SMEs to improve the quality of current products, 

environmentally friendly policies process and application of new equipment in improving 

customers' loyalty to firms' products reinforces the correlation between growth strategies and 

Si\IIEs performance. In the same vein, embracing new and better ways in the firms' processes and 

removal of non-value-adding processes in production had helped the process innovation of the 

firms. Meanwhile, increased quality of the output in innovative techniques, and time of delive1y 

processes from suppliers to customers also strengthens the interrelatedness bet\veen growth 

strategies and SMEs performance. 

Tlus finding aligns with the submission of Ozah, and Mzughulga (2021) who posited that 

commurucating in a modern way is an irmovative tool to assist firms to improve the quality of their 

production. T hey noted that innovation helps to attract more customers to the firm as well as 

prevents wasting time wlllle transacting business. T lus implies that firms become safe from societal 

crime because of computer-izing their business and adopting other forms of tedUlological 

innovation. 

Tl1e findings also validate the submission of JVIical1 eta/. (2019) who fmmd out that profit made by 

Si\IIEs can be boosted by adopting innovative teclmology. T lus implies that the adoption of 

innovative technology will enhance product development to gain access to the new market. Also, 

Okpalaoka et al (2022) found out that acqui1-ing knowledge is parammmt to the efficiency of 

technology innovation and leads to a great positive impact on the profitability of the firms. Besides, 

the finding is also like the submission of Nwanh.\vo and Ezeibe (2021) who found that 

differentiation of innovation into a product and process improves the performance of SMEs. TI-lls 

was also supported by Mugogo (2020) who noted that process and product innovations are crucial 

to the performance of orgaruzations. 

Implications 

Tlus study provides helpful guide to small and meditll1 enterprise owners and their associations, 

manufactu1-ing industry and the govenm1ent. 

Govenm1ent should create more enabling environment to support their policies as it relates to 

business establislm1ent in Nigeria. 

Si\IIE owners should learn strategies on how to gain competitive intelligences on their strong 

competitors who has smvived and thrived long in the business, they can leverage on tl-lls knowledge 

and tl1eir wealtl1 of e..'i:per-.ience. 

Si\IIE owners should translate gro\.vth strategy into a mindset and a culture "'~tlun the fum, from 
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the top of management to the tmskilled workers in order to be able to achieve a sustainable growth. 

:Manufacturing sector can act as a change agent for Si\11E owners to embrace technology as well as 

create a collaboration fomm for organisational learning and continuous improvement as well as set 

a standard for quality control of production. 

Si\11Es association can organise a hand on training for its members on the use of innovative 

technology and its advantage, so as to familiarise business owners and help them overcome 

perceived difficulty of usage that is likely to hinder their growth. T hey can also introduce a n mning 

system that financially support challenging business and also provide recommendation and 

mentorsh.ip to their members on sUiviving strategies in the industry. Also, on how to overcome 

potential threats in the market place and how to tap into the existing opportunity in the 

marketplace. 

Fuwre R esearch Direction 

i) Future studies could increase the sample size for wider generalization, by including manufactut-ing 

Si\11Es in the si...'{ geo-political zones in Niger-ia. O r a comparative analysis with the inclusive of 

service industty. 

ii) Since ti-lls study is limited to souti1west Nigeria, same study could be carried out witi-lln any oti1er 

African or developed country for ti1e pUipose of furti1er generalisation. 

iii) Future study may employ an in-depth i.ntetview data collection in order to enhance the 

robustness of data. 

iv) T he concept of ti1is study is multidimensional in nature, hence future studies may also consider 

exploring additional or new constmcts like entrepreneUI-ial orientation, liquidity for ti1e 

measurement of growti1 strategies and performance o f SME s respectively. And can also examine 

the moderating effect of self-efficacy on the relationsl-llp between growth strategy and performance 

of SME s to widen the research model. 

iv) Furti1er studies can adopt ti1e use of longitudinal data collection process, for a comparative 

analysis and also to establish cause-effect relationsl-llp between ti1e variables. 

v) Tlus study focuses on Ansoff matrix model and technological assessment model as ti1e 

underpinning ti1e01y of tlus study, other study could focus on otl1er related tl1eories like resource­

based view and dynamic capability ti1eoq. 

CONCLUSION 

Tlus study concluded that SME s could experience expansion and stay ahead of competitors witl1 

an appreciable increase in customer base ti1at will culminate into improved profitability "'ritl1 

appreciating a return on investment if ti1e due process for product development is followed and 
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policies around product development are regularly reviewed in line with the business trends in the 

immediate and global business envirorunent. Therefore, continuous updating of policies on 

product development coupled \.vith innovation, well-fi.mded research and development and 

intentional advertisement could foster product sales and increased profitability of SMEs 

The overall performance of SMEs could be boosted through well-packaged and innovative 

products that can compete favorably "'Tith competitors in larger markets. To tlu s end, tl1e study 

concludes tl1at tl1e market penetration drive of SMEs could considerably upsurge sales of products 

provided tl1e needs of tl1e existing and potential customers are met. Tlus is also enhanced tluough 

advertisement and promotion appeal on different promotional and advertisement platforms tl1at 

could reach the target customers. 

In related development, profitability, service quality, customer satisfaction, and market share could 

be enhanced tl1rough market development. However, managing and retai.r-llng their existing 

customers and attracting more potential customers would not only drive fmns' progressive growtl1 

and development but also promote an appreciable increase in the customer base and increased 

bottom line of the SMEs. To tlus end, tl1e study concludes tl1at ventming into new geograplucal 

areas witl1 appropriate development of new market segments witl1 well-carved-out new distribution 

channels enhances firms' profitability, se1vice quality, customer satisfaction, and market share. 

T he study also concludes tl1at introducing new products into tl1e market regularly on tl1e strengtl1 

of the existing brands contributes significantly to tl1e S:tvfEs' competitive advantage. T herefore, 

Si\IIE owners need to prioritize tl1eir policies on product diversification to drive sustainable 

performance. Also, tl1e study concludes tl1at technological innovation sigruficantly moderates the 

relationslup bet\veen growth strategies and the performance of small and medium enterprises. 

Contributions to Knowledge 

T he follo\.\Ti.ngs are some of tl1e contributions to the body of knowledge. 

Tlus study adds to tl1e existing literature by evaluating how technological innovation can be used 

to strengtl1er1 tl1e relationslup between growth strategy and performance of manufacturing small 

and meditill1 enterprise in southwest Nigeria. Tl1e findings herewitl1 are of immense benefit to 

Si\IIE's owners, association of SMEs, researchers and governmer1tal regulat01y ager1cies. T I-lls study 

contributes to tl1e multifaceted conceptualisation of growtl1 strategy and performance in 

manufacturing Si\IIE sector. Practically speaking, tlus research wi.ll provide insight for SME owners 

to make decisions on tl1e strategic gro\.vth of their businesses to enhance the performance of their 

businesses in an internationalized, advancing economy, by maxinlising their internal resource to 

take advantage of opportmuty in their operating envirorm1ent. Tlus study is a boost to literatme as 

its one of the few, original, empirical and latest account of tl1e practical relationslup bet\veen market 

penetration and performance of small and medium enterpise especially witl-lln the context of a 

developing economy like Nigeria. T he Structmal Equation Modelling (SEM) method adopted as a 

statistical tool further helped to provide tl1e pattern of ne::\.'US among tl1e variables. T he findings of 
4337 remittancesreview.com 
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tl-lls study theoretically add value to tl1e existing literature on SME performance as well as it shows 

tl1e significance of adopting technology to harness business growtl1 in tl1e long run. 

Tlus study has served to harness tl1e valuable contribution o f relevant theories such as Ansoff 

Model and tedUlology assessment model. TI1e application of tl1e tl1eory to tl-lls study boosts the 

robustness of tl1e findings and result and enhance tl1e diagnostic of tl1e measurement instrument. 

Tl1e study adds to tl1e corpus o f knowledge by focusing on sustainable development goals (SDGs), 

precisely G oal 9 o f industry, innovation and infrastructure. It contributes to building resilient 

infra.stmcture, promote inclusive and sustainable industr-ialisation and foster innovation. 

Tlus study "'rill enhance SME owners and tl1eir associations on how to strategic position tl1eir 

business for growtl1 in tl1e lughly competitive business environment, by harness their diverse 

internal resources at different stages of tl1eir business to take advantage of tl1e business 

opporturuties. 

Lastly, tl-lls study develops a model that provide empir-ical evidence on the moderating effect of 

technological innovation on tl1e relationsl-llp between growth strategy and perfonnance o f small 

and medium enterprise. Tl1e benefit of tl-lls model is that it show tl1e anteceden ts factors that 

precedes and can enable growtl1 as well as enabling environment to promote adoption of 

technological innovation. 
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Limitation of the Study 

T he limitation o f the study include: 

i) TI1e researcher encmmtered challenges during data collection, "'rith non-disclosure of i.nfonnation 

at first, with the assurance of confidentiality, they were able to give required information. 

i.i) Based on the objective of the study, the researcher used was four dimensions of growth strategy, 

four dimensions of performance and t\vo dimensions of technological innovation among several 

dimensions. T he coverage o f tlus study i.s limited to tlus constn1ct. 

iii.) Geographically, tl1e study was limited i.n scope because i.t only focused on tl1e manufacturing 

Si\11Es i.n southwest of Nigeria among the otl1er six geopolitical zone that can be studied. 
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