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Abstract

The objectives of the study are two folds: to investigates the relationship between
innovativeness and firm performance, and to moderate such relationship with educational
level of managers. In attempt to justify the effect of innovativeness on SMEs performance,
structured questionnaire in a 5-point Likert Scale was applied in collecting data. Total of 259
respondents were drawn as sample. The data were analyzed using SPSS 25 version for
descriptive statistics, normality and common method variance. Analyses of measurement
model for internal consistency, discriminant validity, and composite reliability were
conducted in PLS 3. Hypotheses of the study were confirmed by applying (SEM) technique in
PLS-SEM. The current study moreover, indicates that managers’ educational level moderates’
relationship between innovativeness and firm performance. The study declares that
educational level of managers affect relationship between innovativeness and performance
of SMEs in Nigeria. Thus, the findings could be used by government to develop policy decision
on loan advances to be based on one’s level of education. Prior to this study, there has been
no study that tries to blend managers’ own level of education with innovativeness and firm
performance with a view to assessing its moderating effect, this study fills this gap.
Keywords: Firm Performance, Innovativeness, Educational Level, SMEs

Introduction

The crucial function SMEs uphold in every economy is not disputable (Wang et al., 2015).
SMEs constitute over 90% of entire firms, with 70% job creation rate and accounted for 60% GDP in
Pakistan (Jawad, 2015). Ghana’s case for instance, has greater than 90% of companies running
SMEs and their contribution to GDP stand at 70%; with over 80% job creation rate (Abor, & Quartey,
2010). SMEs were reported in the Global Alliance 2013 reported that the percentage of SMEs
compared to entire business enterprises surpasses 95% and accounted for over 50% jobs available in
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developed countries e.g. Germany, U.S, and UK. In Africa, SMEs contributed about 70% of GDP. The
SMEs constitutes about 92% of total businesses in Ghana, South Africa and Nigeria with over 70%
manufacturing firms existing as SMEs (Gatt, 2012; Darwish et al., 2018).
Unfortunately, slow SMEs performance in Nigeria degenerated most often in their
collapse. One out of every five businesses doesn’t survive beyond 5years (Kaigama, 2018). For
this reason, stakeholders have put SMEs under close watch in order to improve their
performance and tap from the welfare of the SMEs existence to benefit government, owners,
and the community in general (Kaigama, 2018). (Cooper, Woo & Dunkelberg, 1988) Emphases
that business that lived up to 5 years are said to be successful. Firms do not get to their
maturity (Byrne & Shepherd, 2015). Only one of three newly established firms survive to
2years in their operation with 90% of them surviving not growing their number of employees
(Cook & Alex, 2016). Giving the above preamble, the need to improve firm performance is of
paramount importance; hence, the idea to harness innovativeness and firm performance.

Objectives of the Study

The main objective of the study is to examine the relationship of innovativeness and firm

performance with a view to moderating it with educational level of managers of the firms.

The specific objectives of the study are:

i To examine the direct relationship between innovativeness and SMEs
performance in Nigeria.

ii. To find out if educational level of firm managers can moderate the relationship
between innovativeness and firm performance.

Research Question
In order to achieve the objective of the study, the following research questions were
coined to ease the research process:
i Does direct relationship exist between innovativeness and SMEs performance in
Nigeria?
ii. Can Managers’ own level of education moderate the relationship between
innovativeness and SMEs performance in Nigeria?

Review of Related Literature

Innovativeness has been discussed widely as one of the dimensions of entrepreneurial
orientation (EQ). According to (Miller, 1983) and other researchers that followed such as
(Covin & Slevin, 1989), EO has three dimensions. These are innovativeness, proactiveness and
risk taking. This is want come to be known as unidimensional approach. Researchers like
(Lumpkin & Dess, 1996) believe that EO should have five dimensions these include an
additional two more dimension to the early unidimensional constructs. These additions are
competitive aggressiveness and autonomy. This is now known as multidimensional approach.
In either case, innovativeness is the heart of the discourse. The idea of innovativeness is to
enhance firm performance through making major positive changes to equipment and
processes of production and administration with a view to boosting productivity and
profitability. However, innovativeness is not easy to achieve by SMEs because it is cost
intensive, particularly the technological innovativeness. Management innovativeness is not
cost intensive but does not boost productivity (Benton, 2017). This could be because of the
law of diminishing return to scale that sets in and destabilise the process. It is noteworthy
that the management of human resource translates to variable cost, thus any increase in
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spending on human resource without commensurate increase in the fixed factor that is the
‘technological aspect of innovativeness’ a smaller and smaller addition to the total output will
be the resultant effect.

Therefore, the take away here is that, technologic innovativeness is not easy to be
achieved by the SMEs because of its capital intensity. Meanwhile, the management
innovativeness which the SMEs can afford to does not results in increased production due to
the law of diminishing return to scale.

Innovativeness vs. SMEs Performance

Largely defined, innovation refers to forming new produces; i.e. improving on existing
commodity put in the marketed; and introducing entirely new goods to target markets (Dale
Cake Radical Innovation Launch Success : A Market , Entrepreneurial , Learning Orientation
and Dynamic Capabilities and Integration Process Model Dale Cake Doctor of Business
Administration (D . B . A .) May 2018 Jacksonville University Davis Colleg, 2018).
Innovativeness covers ways of creating products which is novel or a kind of important
improvement on manufacturing procedure, distribution or goods dispersal methods; and
organisational and administrative modifications which ensure forming or changing the
structural composition and samples, management of personnel and re-composing product
nature (Trott, 2010). Therefore, the business’s innovative capability is explained through their
ability to deploy the know-hows, of their employees (Kogut & Zander, 1996). Scholars are
certain that innovation of goods and the operational process are significant reducing cost of
operational. Hence, rising the probabilities of initiating new markets and increase the
revenues accruing to the firm (Prajogo, 2015; Lee & Wenyi Chu, 2017; Wadho & Chaudhry,
2018; Lii & Kuo, 2016).

(Drucker, 2009) believes innovation is shielding the heart of entrepreneurship; stating
further that organization stands to gain more with changing marketplace conditions through
innovation and maintaining such innovative activities. After achieving that, the degree of
inventiveness of a firm may be holistically strengthened and sincerely matched with all
existing firm’s structure; hence, the situation could be to boost greater business performance.
Procedural concept advocates that firms may accomplish greater performance by modifying
procedure by which “average outcome” is formed e.g. through evolving novel services and
products (Trieu, 2017). At this level, the business might be ready to achieve competitive
advantage by way of creating novel products, that are offered to a particular target market
(Hornsby et al., 2002). SMEs need promptly present intensify their essential innovations
strategies in order to withstand horrible business environment characterised by deep
competition, (Bozic & Dimovski, 2019). With the above discussions, the below hypothesis is
formulated to guide the study.

Hoi1 There is significant direct relationship between innovativeness and SMEs
performance in Nigeria.

Educational level and SMEs Performance

Education is valuable to entrepreneurs and recognizing this, researchers became interested
in educating ‘to-be-entrepreneurs’ with knowledge that can suits the entrepreneurs purpose
known as “entrepreneurship education”. Entrepreneurship education “provides good
understanding of the ways learners across culture and gender involve in acquiring practical
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viable business knowledge through multi-dimensional logic of discharging duty, autonomous
conducts of reasoning, couple with the ability to exhibits personal other than peoples’
desires” (Genty et al., 2015; Mueller, and Anderson, 2014). Studies suggested relationship
exist between the performance firms and manager’s own education (van der Sluis et al.,
2007). Managers’ own educational level is important booster of firms’ progress and a crucial
factor in improving performance (Gunasekaran et al., 2011; Karadag, 2017).

Business managers who got trained and educated influences firm performance and business
achievements as it assists the procedure through which managers build knowledge,
confidence, psychology and skills which are key to developing absorptive capacity. Educated
businessmen or managers are creative, innovative and scramble always for distinctive issues
that aids satisfactions of want (Ahrari et al., 2018; Chowdhury et al., 2013). Business managers
need decision-making skills, technical skills etc. which are required for modelling goods or
services for the business, which are desirable for accomplishing specific undertakings in the
organization (ldris, and Kabiru, 2014; Salome, Osita, & Marcel, 2012; Genty et al., 2015).
Additionally, education supports development of high self-efficacy in business managers, to
the extent that it become extreme and therefore harmful to the performance business
(Didonet et al., 2012; Cooper & & Schindler, 1998).

Vallabh & Mhlanga, (2015) emphasised on how educating and training Small and
Medium Tourism Enterprises (SMTEs) managers aids them with the competencies to solving
numerous management hitches that are challenging to the firms; underscoring that educating
about practices of business, the firms gain some benefits tactically, operationally and
strategically. Several Studies suggest that level of education of entrepreneurs constitutes
business success factors of SMEs activities; and help boost performance as it ensure
management of business environment intricacies and sustain development of the business
(Rojas Hernandez, 2018; Boling et al., 2016) believed that characteristics of CEQ’s impact on
firm’s performance and EO connection positively. At this rate, the hypothesis below is framed
to examine the degree to which managers’ own educational level could moderate relationship
between EO-firm performances.

Hoes: The positive relationship between innovativeness and performance of SMEs in
Northeast of Nigeria would be stronger for owner/managers with higher educational
level

Conceptual Framework

Figure 1 below is the framework of the current study showing he relationship between
the Innovativeness and the firm performance linked with a horizontal arrow while the
moderating relationship is linked with vertical arrow. The study hypothesised that if
educational level of managers is high, the relationship between the innovativeness and firm
performance will be stronger. People who possess education particularly higher education
are expected to possess high problem-solving ability, creative and to be more ingenious and
resourceful than people with low or not educated.
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INNOVATIVENESS FIRM PERFORMANCE
>

EDUCATIONAL
LEVEL

Figure 1. Conceptual Frame

Research Methodology

Research methodology refers to a technique of solving problem and reaching to novel
information about particular issue (Shah et al., 2018). Everything that contributes to the
goal’s achievement is part of the research methodology. Find below a detailed explanation
on the methodology adopted for this study.

The target population of this research is managers of firm in the manufacturing
operating in Yobe State, Nigeria. In order to smoothly achieve the objectives of the study,
structured questionnaire was applied to collect the data. This method was selected for its cost
effectiveness (both money and time wise) as compared to mail or interviews (Bell & Bryman,
2007). The second reason is because of the caliber and responsibilities of the respondents
who are managers of firms extremely busy all the times; and might not have ample time to
grant interviews. In this way, questionnaires should be the appropriate methods for collecting
the data as they can fill in the form at their leisure times.

In all, 365 copies of questionnaires were delivered directly to managers of firms
operating manufacturing sector in Yobe State. The firms studied were selected randomly from
SMEDAN record of SMEs in Nigeria. 287 questionnaires were returned; but of this, only 259
of the questionnaires were filled completely by the managers and hence, the number of
qguestionnaires used for analysis, which represent 73% per cent. In a quantitative study,
minimum of 100 respondents are enough to come up with adequate data and reliable analysis
(Hair et al., 2010). Hence, the respondents are adequate for this study. Five-point Likert scales
types of questionnaire with ‘1 strongly disagree and 5 strongly agree’ was used to collect
primary data. The questionnaire contains closed questions. The questionnaire consisted of
three sections. Section ‘A’ deals with the respondents’ demographic information. Other
sections include Section ‘B’ which contains questions on the independent variable that is
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innovativeness and section ‘C’ which contains questions on the dependent variable i.e. firm
performance.

Descriptive Data

Table 1 above depicts the respondents’ information regarding gender, age, marital
statuses etc. 200 of the respondents are male and this is 77%. Female constitute 51 and 24%.
With regards to educational level, 105 of them are at the high level of education and that is
41% while lower level of education has 154 that are 59%. With regard to Business age, there
are 211 businesses and that is 77% of all the businesses considered for this study in the
category of 0 — Syears. 40 of them are in the category of 6 — 10 years i.e. 15% with only 8 i.e.
3% of the businesses in the category of 11years and above. The number of employees shows
that 229 of the firms employs between 10 — 49 and that is 88% while 30 of them employ i.e.
12% between 50 — 199. See table 1 below

Table 1
Respondent information

Variable Frequency Percentage
Gender:

Male 200 77
Female 51 24

Educational Level:

Higher level of Education 105 41
Lower level of Education 154 59
Business Age: 211 82
0 until 5years 40 15
6-10years 8 3

11 years and above

Marital Status:
Married 201 77
Single 58 34

Number of Employees:
10-49 229 88
50-199 30 12

Analysis and Discussions

The data collected through the administered questionnaire were analyzed using SPSS
and PLS-SEM application. In the firstly place, a pilot test was conducted to examine reliability
and validity of the adopted instrument. Techniques of statistics applied to attain the study
objectives are: value of Cronbach’s Alpha test, composite reliability (CR), average variance
expected (AVE), all in Structural equation modeling (SEM) technique. See table 2 below.
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Table 2
Measurement model for Innovativeness
Construct Iltem Factor Loading CR AVE Alpha rho_A
Innovativeness QINN1 | 0.782 0.895 | 0.681 0.843 0.848
QINN2 | 0.848
QINN3 | 0.855
QINN4 | 0.812

The result of the measurement model analysis indicates all items have loaded greater
0.78. Also, the latent construct has composite reliability value is greater than 0.7, and the AVE
excess 0.5 threshold. It equally has the Cronbach’s alpha of 0.843 which is greater than the
threshold of 0.7. This suggests that the items are reliable and valid for SEM analysis to be
performed.

Table 3
Discriminant Validity

Construct INN SMEP
Innovativeness 0.825
Business Performance 0.518 0.783

In table 3 above, the two constructs are measure for discriminant validity. The result
shows no issues with discriminant validity as the correlation coefficient for innovativeness
(0.825) is higher compared to the correlation it has with the Business performance (0.518).

Table 4
Structural estimates (Direct Effect/Relationship)
No. Path Beta (B) | T-Value | p-value | Decision
H2a | Innovativeness -> Business Performance Not
-0.019 0.285 0.775 Supported

Innovation has no significant effect on firm results in table 4 (B=-0.019, t value 0.285
and p value greater than 0.0775) from table 4 above. Therefore, the outcome indicates that
the relationship is not important, and the hypothesis suggested was not endorsed. That is,
innovativeness doesn't have a big effect on business results. Hence, the first hypothesis is
hereby rejected.

Moderating Effect
H2: The high the Education Level of owner/managers of SMEs in Yobe state, the
stronger will be the relationship between Innovativeness and performance of Business.

In line with the structural model, the outcome obtained from Figure 2 was used (Hair
et al., 2017). The corresponding t-values, path coefficients or beta (B), P-values are stated to
make a judgement on the hypothesis. At least at the significance level of 0.05, the B value
must account for a certain effect within the model and the t value should be greater than 1.96
(Hair et al., 2013).
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Table 5
Moderating effect
Path Beta () T-Values P-Values
EL -> SMEP -0.277 5.765 0.000
INN -> SMEP 0.388 7.029 0.000
Moderating Effect 1 -> SMEP 0.116 2.433 0.015

As presented in Figure 2 and Table 5 educational level have significant moderating
effect on the relationship between innovativeness and business performance (f=0.116, t=
2.433; p < 0.05). Similarly, this moderating effect means that, with the highest level of
education the relationship between innovativeness and business performance will be
affected. Thus, the education level helps to strengthen the effect of innovativeness on
business performance

Discussions Finding

One of the fundamental aims of this thesis is to analyse the relationship between
innovation and the success of SMEs. The result shows that the innovativeness and efficiency
of SMEs operating in the study area are not related. That is to say that innovation by SMEs in
the area does not accounts for higher or improved performance according to the findings.
This result is not consistent with some studies which have found that the success of SMEs is
linked to innovation. The ability of companies to be creative in terms of new technologies,
new processes and new business discovery and penetration are the cornerstone for SMEs to
achieve superior performance; this is accomplished by improving their competitive advantage
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and remaining ahead of their market rivals (Inegbedion, 2019; Monteiro et al., 2019). There
are, however, cases where creativity is not substantially positive in relation to the success of
SMEs. This illustrates the need for greater emphasis on the structures being studied. In
another development, (Atalay., 2013) states that there was no significant relationship
between non-technologically driven performance and innovation of SMEs, but they found a
significant positive relationship between company performance and technologically focused
innovations. This current study is congruent with the study by (Benton, 2017).

Unfortunately, technologically focused developments are capital intensive and not
every small and medium-sized company can afford them, particularly those in the field of
research. No important positive relationship between SMEs and innovations in testing
hypotheses, i.e. innovativeness, was also found in the current research. Technologically-
oriented developments require a significant amount of institutional capital, but not every
organisation can afford it. The results of the current study indicate that it is difficult for small
and medium-sized enterprises in Northeast Nigeria to transfer their enterprises to higher
performance through innovation. This is a logical consequence of what these corporations
have in terms of financial value and other properties. In other words, businesses are unable
to afford the technical type of innovation, which implies that they rely only on non-
technological innovation that does not guarantee superior output (Atalay, 2013). Similar
study by (Benton, 2017) found no direct impact of management innovation on company
performance. In another development, results of research by (Hernandez-Linares et al, 2019)
showed innovation has a negative relationship between company performance. (Chin et al.,
2016) Found a negative relationship between EO and company performance at the time of
what they did. These findings reinforced the findings (Atalay, 2013) and both studies accepted
and endorsed the recent study findings which showed that the type of innovation adopted by
SMEs in the Northeast of Nigeria does not significantly promote improved business efficiency.

It is interesting to noted that while the direct relationship between the major
construct of the study i.e. innovativeness and firm performance showed negative, the
moderating effect turned out to be positive. From table 5, it is noticeable that the result
generated beta values of 0.116, t-value of 2.433 and p-value of 0.015; and all these values
have reached their thresholds. Hence, this signifies that the moderating factor i.e. educational
level of managers can play a significant role in boosting firm performance. It therefore implies
that managers with higher educational level are more likely to be innovative and to foster
firm performance because of their level of education. This is consistence with study by
Gunasekaran et al., (2011) and Karadag, (2017) who assert that managers’ own educational
level is vital driver of firm progress and main cause of performance.

Conclusion

By way of conclusion, the study has found a significant influence of educational level
of managers on the relationship between the innovativeness and SMEs performance. While
the direct relationship indicated a non-significant influence, the moderation effect as seen in
table 5 indicate a tremendous influence and has change the relationship to a significant
positive relationship. So, this implies that with high educational level, a stronger relationship
is created between the innovativeness and firm performance. It is particularly true because
highly educated individuals are expected to have strong problem-solving ability, active
creative urge and more prone to developing on their intuitive drive. These characteristics are
good promoters of innovativeness.
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Recommendation

The following recommendations are postulated for the benefit of all stakeholders in
affairs of SMEs’ progress in Nigerian context. Firstly, managers should make sure they embody
innovation into operations of their business, but where the manager is not highly educated
particularly with business knowledge, the services of consultants may be essential in order to
formulate the most befitting form of innovativeness that could work out well for them. By so
doing, the much-needed innovation can be generated because they possess high creative
ability, problem solving ability and so innovations can be achieved with relative ease.
Secondly, government should as a matter of exigency form a guideline for accessing loanable
fund involving huge amount to be granted only to businesses whose managers possess higher
education as this will benefit the economy directly since they can mastermind their
operations to boost SMEs performance. Thirdly, the government need to provide free of
charge services of those of consultant who might be paid by the government to provide the
needed consultancy services in order to boost innovation. If all these are done, there will be
drastic change in the negative innovation saga which bedevils the operations of SMEs over
the year. Hence, SMEs will start booming, huge employment will be created, investors’
confidence can be restored, standard of living will be uplifted, and above able, the
government may have created additional revenue avenue.

Future Research Directions

The current study tries to see the influence of innovativeness on SMEs performance
particularly in Nigerian businesses. Additionally, the size of sample seems rather small and
from only one region. It is worthwhile for scholars, to authenticate the findings applying
bigger samples and lager assortment of respondents cutting across other regions of the
Nigeria as well. Further research, can be established in link between innovativeness and
performance of firms by applying new and suitable moderator and/or mediators variables to
get clear and comprehensive view of the relations between innovativeness and SMEs
performance. Also, further study may choose to apply other nonparametric techniques of
analysis such as Kruskal Wallis test, Man-Whitney’s test etc.
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