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ABSTRACT  

 

            The main focus of this paper is to conceptualize the impact of growth strategy on 

manufacturing SMEs in Nigeria. In order to achieve competitive advantage and effective 

performance, this paper contributes to the existing knowledge to both practicing SMEs 

and academics on the impact of strategic growth (i.e., market penetration, market 

development and product development) on manufacturing SMEs. Manufacturing SMEs 

lacks capabilities with regards to strategic choice, which leads to SMEs loosing their 

confidence in both domestic and international market, resulting for high importation, 

decreasing sales, market shares and customers loyalty as well as managerial vulnerability 

and environment complexity, which makes it complex for SMEs to control and direct the 

firm resources in the right direction. However, in most developing nations manufacturing 

SMEs are contributing as much as 35% to 45% to the GDP. But in Nigeria recently the 

contribution of manufacturing sector is less than 5 percent in 2014. There have been 

many studies on SME performance previously in developing and developed nation. Thus, 

there is no available study found, which specifically investigated the proposed variables 

on the firm performance. However, the framework proposed in this paper has not been 

empirically tested to support the predictors. Henceforth, empirical studies are needed to 

validate the concept proposed.  
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INTRODUCTION 

 

            Nowadays, the performance of manufacturing based SMEs is becoming an 

essential area of concern among business and management researchers, experts, 

governments, as well as international organizations. This is because SMEs are among the 

essential areas of economic development in both developed and developing nations 

(Herath & Mahmood, 2014). In most economies, SMEs constitute the greater part of 

business enterprises and responsible for most jobs creation, and account for one third to 

two thirds of the income of the private sector (United Nations Industrial Development 

Organisation, and Organization for Economic Co-operation and Development) (UNIDO 

2004; OECD 2007).  

            SME performance for a long time have been considered as engines of economic 

development in many countries, where the roles of SMEs have been commendable in 

terms of innovation, economic growth and job creation. Washington (2014) is on the 

concerned of the condition in which SME operates, which is usually influenced by the 

environmental factors, stand as a subject of persistent argument. Moujib, Josee, and 

Ouafa (2011) indicates that environment factors influences firms performance, especially 

SMEs in the context of developing countries, for SMEs to be advanced and achieve 

competitive advantage, there is need for managers to regularly review their strategies and 

practices in order to sustain their market.  

               SMEs remain as center or main reference to all policy discussions in most 

developed and developing countries including Nigeria (Bagshaw, 2014). The 

performance of Nigeria’s manufacturing SMEs have declining. The rate at which they 

SMEs performed in the previous decades was insignificant and unsuitable, and yet the 

sector play important roles in Nigerian economy (Awoyemi, 2011). For instance, West 

African Institute of Financial and Economic Management (WAIFEM) acknowledged that 

in most African nations manufacturing SMEs are contributing as much as 35% to 45% to 

the GDP. But in Nigeria recently the manufacturing SMEs contributes is less than 5% in 

2014 (FinIntell, 2014), as well as in the previous years where the SMEs contributes 

3.07% in 2004 to the GDP, 2.83% in 2005, where as it goes down to 2.57% in 2006 

(Chinedu, Titus, & Thaddeus, 2010). 

            Similarly, United Nation industrial Development Organization (UNIDO) have 

measured that, SMEs in most of the developing nations are contributing 50 percent to 

GDP and employment, but Nigeria’s SMEs contribution less than 10 percent of the 

country’s GDP (SME, 2009). There are in the survey reports on MSME 2012 outlined 

some key issues challenging all SMEs that continue to pull-down the performance of 

Nigerian manufacturing SMEs. This is because of lack of competitiveness among firms, 

unable to compete at local and regional markets (Uchegbulam, Akinyele, & Ibidunni, 

2015). To be precise, the National policy plan have showed determination to address the 

needs for the Nigerian SMEs where policies and strategies has been identified and 

executed, yet the manufacturing SME performance have continue to dropped when 

related with other developing countries (National Implimentation Plan, 2010).  

            However, Ku, Mustapha, and Goh (2010) and Junaidu, Abdul, Sambasivan, and 

Mohamed (2012) pointed out that, in relation to underperformance of SMEs was as a 

result of inadequate managerial know-how, lack of strategic planning. Gado (2013) 

reported manufacturing SMEs are suffering from lack of competency with regards to 
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strategic choice, combined with the existing environmental vulnerability and complexity, 

which makes it complex for SMEs to control and direct the firm resources in the right 

direction (St-Pierre & Ouafa, 2011). These issues have jeopardized the performance of 

SMEs, which required a special attention to address these problems strategically for the 

way forward for manufacturing SMEs. Despite, the fact that no empirical studies where 

conducted on the proposed strategies resources that are important for manufacturing 

SMEs in the context of dynamic environment to operates efficiently and effectively. 

Thus, the purpose of this paper is to conceptualize the impact of growth strategy (market 

penetration, market development and product development) on SME performance.  

 

LITERATURE REVIEW 

 

SME Performance 
 
           Performance has been defined generally in the economics viewpoint of social 

performance, comprising dimensions such as distributed to competency (profitability), 

industrial efficiency (cost reduction), and innovativeness (advancement). Conduct was 

the firm's choice of crucial decision variables such as price, advertising, capacity, and 

quality (Wang, Dou, Zhu, & Zhou, 2015). Thus, in policy terms, conduct could be 

viewed as the economic dimensions of firm strategy (Porter, 1981). Performance is a 

fundamental belief in management studies. Managers are assessed based on their firm 

performance. Effective performance influences the firm to improve maintenance. Firm 

achievement is demonstrated in managing competitiveness or progress of competitive 

status that proves superior and justifiable financial performance (Porter, 1991). Actually 

to achieve greater performance, firms must have to adopt strategic positions that will 

persistently give them the strength to maintain their market. Thus, management must 

focus their attention on structuring their businesses to be customer focused and practical 

to industry competitors (Uchegbulam et al., 2015).  

            The concept of performance in the strategy literature, performance is an essential 

structure. Agreeing to Al-Matari, Abdullah Kaid, and Fadzil (2014), the position of 

performance can be argued with three measurements: Managerial, experimental, and. 

theoretical. The managerial significance is obvious from many applications on how 

committed managers can enhance businesses performance. The experimental intellectual, 

part of this, is developed and further improved in the several debates of researchers who 

examine the effect of particular strategies on business performance in the actual 

environment and the theoretical reasoning derives from the well- verified concept that 

(superior) performance is the period test of any strategy (Venkatraman & Camillus, 

2012). 

            Moujib et al. (2011) relates performance to the level of firm’s output, optimum 

use of resources in efficient and effective way. Organizational efficiency and 

effectiveness can be measured through both financial and non-financial criteria. Financial 

performance measures comprise; revenue, level of profit and costs. Non-financial 

performance measurement consists of learning and innovation, customer satisfaction, 

market share, goods or service quality, new service or product initiatives, flexibility, and 

products and services delivery (Nzewi, Nzewi, & Moneme, 2015). 
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Growth Strategy 
 
            Ansoff, who is regarded as the father of strategic management, who emphasized 

the structure of corporate strategic thinking, which create opportunities for top managers 

and executives to understand their roles in corporate strategies, in order to maintain and 

sustained their operation in a systematic approach that constitute various issues that 

relates to setting of goals and objectives, selecting of business to run, products or 

services, market and segment and determining the best possible plans to achieve them in 

the long run (Hussey, 1998; Ansoff 1991).  

            Davis and Thomas (2015) clarified that for firm to gain competitive advantage in 

an industry, it requires an assessment of different analytical tools to identify the current 

status of the business both internal and external through (SWOT, TOWS) similarly to 

aids there strategic decision process. Besides they provide focus for executives and top 

managers to analyze any organizational situation, with background and logics to 

formulate their corporate strategies (Ahmed, Zairi, & Almarri, 2006). Although, no study 

has revealed a combination of growth strategies of market penetration, market 

development, product development and SME performance. 

 

Market penetration 

 

            Market penetration is one of the Ansoff growth strategic decision, that is aim at 

creating more shares for the existing market (Uko & Ayatse, 2014), the strategy focus on 

gaining market competitiveness by having sustainable market share in the market 

(Hutzschenreuter, et al., 2014). Market penetration is a process in which the firm 

influence it strategies to increase its business activities, through maintaining sales to its 

current customers as well as looking for potential customer in order to increase the 

volume of sales, without changing its prime market and product strategy (Ansoff, 1957). 

Manufacturing organizations can generate growth in this capacity, Allen and Helms 

(2006) argued that,  when the firm’s strategy is focused on market penetration, the firm is 

aiming to take over market share of its competitors through aggressive sales with use of 

marketing forces.  

            Firm’s processes determinant of market penetration strategy includes aggressive 

pricing, advertising, product replacement and promotion discount, these are approaches 

that influence a firm to focus its effort on introducing new product and creating new 

market for their existing product to gain high market share and improve performance 

(Slater & Olson, 2001; Bass, Jeuland, & Wright, 2007; FME, 2003). 

           The idea is to reach customers satisfactions and the market requirements, making 

key decisions on the market and product strategy, in order to increase the sales volumes 

of the firm in return for growth and increased performance. Arkolakis (2010) argued that, 

this process is assumed to be effective in export trade, which is more reliable to be 

effective in domestic and national trade. 

 

Market development 

 

            Market development is defined as strategy to enhance business performance 

through existing product that is marketed at current and new market (Ansoff, 1957). 

Rethel and Sinclair (2014) defined market development as market expansion. Market 
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development has also been defined as the process of organizational growth strategy, that 

generates more sales to its current products to potential customers and new users through 

expanding the market to new markets outsides its current region or neighboring countries 

(FME, 2003). It is also acknowledged that, the strategy can increase the firm market 

share by creating new features, quality and dividing their products into different classes 

of customers to generate more sales, as well as repackaging and introducing new 

channels of distributing the products which can leads to new market segment with 

different pricing policies (Tom, 2015; FME, 2003;  Ansoff, 2002). 

            In addition, market development can also be viewed as a ‘niche’ in a situation 

where a firm creates a position in a new market, that focus on a small group of customers 

that have a common demographic features (BB&T, 2015). Considering the importance of 

this strategy, organization can expand its product sales without leaving its current market, 

by identifying the existing customers (BB&T, 2015). 

            Therefore, the market development strategy plays a very important role in 

booming the industry’s structure in creating long term growth and sustainability, through 

classifying and connecting with customers need to be the main focus, increasing 

promotional tools to generate more sales, in order to improve performance in markets and 

profits (Federation, 2006). Therefore, market development strategy emphasis on the 

firm’s internal strengths, for example, the company’s brands, channel of distribution and 

customers’ expansion, focus on the vital strengths of the firm internal capabilities to take 

advantage of that (Tavakolizadeh, 2014), 

            Similarly, whenever an organization set a growth strategy to expand its current 

product to next potential market via creating new uses and or new customers is practicing 

market development, with intention of reaching new geographic segments, new 

institutional segments, new psychographic segments or new demographic for the new 

customers (MPS, 2015), investing on market development should lead to the 

identification of new customer group who are looking for high value added offering 

(Töytäri, Brashear, Parvinen, Ollila, & Rosendahl, 2011;  Terho et al., 2015). 

 

Product development 

 

            According to Leitner (2014) Product development is defined as another Ansoff 

strategic growth of both market and product innovation. Product development have been 

seen as a techniques in which an organization focus on best practice to improves and 

innovates on their products (Henrique, & Gilberto, 2013), it is also argued that product 

development is a strategy in which the firm decides to produces and upgrade their 

activities to develop new product. Market orientation have confirmed to be the successful 

factor of product development strategy (Haverila, 2010). It was also argue that, product 

development is influenced by the information sourced from customers, competitors and 

markets by the capabilities of firm to transformed that information into idea that 

management can make decisions on it (Henrique et al., 2013). 

           Similarly, the concept of growth strategy is to focus on increasing the organization 

brand and improve its product development investment with the aim of boosting the 

business (Bogomyagkov & Machulskyi, 2012). Alongside, product improvement, 

innovation and development are connected to organizational values for growth, in order 

to remain competitive, organization have to frequently modify and or change its product 
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strategy to improve the marketing strategies in response to their market demands in 

which they operates (Wei, Samiee, & Lee, 2014). 

           However, Zhou, Yim, and Tse (2005) stressed that, sometimes consumers have 

limited knowledge about what they really want,  for organization to depends on 

customers request may result to insignificant improvement and biased to R&D towards 

product development, and this may decrease the companies capability to improve its 

product and market performance. Nevertheless, for an organization to improve its product 

development, there is need to focus on strategic management which includes decision 

making, dedications, plans and devised actions in order to create the most value for their 

product development strategy (Armstrong, 2013) as to achieve competitive advantage. 

The reality and growth of any organization depends on the competencies of firms 

commitment to innovate, modify, adapt to product development strategy, which is very 

important for an organization to excel (Henrique et al., 2013).  

 

THEORY 

 

Resource Based View (RBV) 

 

            The resource-based theory (RBV) ideally, several scholars and authors have made 

an effort in building theories and frameworks for firm internal resources and 

competencies. One of those theories, which the current study withholds upon, is the 

(RBV) resource-based view of the firm (Barney, 1991;  Grant, 1991). At the same time, 

Barney (1991) the influential theorists of resource-based view (RBV) suggested that if all 

firms in an industry share very similar resources, then not a sing of them is taking a 

opportunity to maintained competitive advantage. 

            Therefore, Barney (1991) confirmed that the basis of maintaining competitive 

advantage in an industry is for a firm to have heterogeneous intangible valued, rareness, 

unique, and non-compatible assets to be utilized in implementing strategy, which is not 

concurrently being employed by existing or potential rivals in the industry, that is 

challenging to be replicated by such firms. The application of growth strategies (market 

penetration, market development & product development) are firm resource-based view 

is on the relations between firm’s asset/capabilities and business performance. Basically, 

it is important that a firm select the strategy that provides them with utmost successful of 

its basic resources and competencies to achieve competitiveness and enhance firm 

performance (Ansoff 1965; Furrer, Sudharshan, Thomas, & Alexandre, 2008: Oltra & 

Flor 2010), which is logical with this concept (Furrer et al., 2008).  

 

Market penetration and Performance 
 
            Market penetration strategy comprises both product and market development 

strategies which are the major attributes of firms activities towards effective performance 

(Arkolakis, 2010). This is the firm based strategy that seeks to increase business 

performance also by improving the volume of sales to its existing customers or by 

realizing new customers for the current products (Ansoff, 1957; Hughes, Hughes, & 

Morgan, 2010), in order to influence it performance. 

            However, Han et al. (2013)  acknowledged that developing market penetration 

might create opportunities for firms to reduce inventory levels, decrease costs, and 
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increase operating performance for example reduction of labor cost, this may improve 

cost savings of stocks, also shown that market penetration is related with firm financial 

performance (Han et al., 2013). As such, MP can be applied in various domains to enable 

firms to effectively analyze new ways of achieving performance, as well as product 

penetration approaches is meant to increase market share as a result of setting low prices 

(Muga & Santamaria, 2010), which in turn also related to firm performance. Major 

(2014) stated that it was confirmed that higher performance was realized in market 

penetration in an investigation on hotels that finished a renovation when compared with 

those that do not undertake a restoration. Moreover, changing in domestic market can 

significantly impact the performance of a firm’s property. Again, successful 

advertisement (Eppstein et al., 2011) may well have a significance effect on increasing 

team efficiency at reasonable low cost to decision making. Therefore, this paper 

proposed: 

 

P1: Market penetration is related to SME performance 

 

Market Development and Performance 

 

           Market development as a strategy has been increasing its recognition and 

acceptability globally for over two decades (Leitner, 2014; Schlager & Maas, 2013) as a 

substantial antecedent to improve product performance (Sustainability Victoria, 2015) 

and a dimension of strategic formation in determining firm international performance 

(Tavakolizadeh, 2014) and emergent market development strategy effect sales growth 

(Leitner, 2014). Nevertheless, this shows that reasonably there is need for studies to 

examined the effects of MD on performance in developing countries (Zhao, 2015). 

              Leitner (2014) suggested that SMEs strategists have less concerned on market 

development strategic orientation, hence, strategic formation of product and market 

development have effect on performance. However, MD is strategy that might be 

considered as proactive for owner/managers. As positive relationship was found between 

market development and sales growth Leitner, (2014). Market development strategy can 

increase distribution effectiveness and decrease costs of distribution (Gardiner, 2006). 

Oluwatosin, Taiwo and Yusuf (2013) found that capital market development has positive 

relationship with sustainable development and economic growth as a result of increase 

firm performance. Thus, the following proposing is developed: 

 

P2: Market development is related to SME performance. 

 

Product Development and Performance 

 

            Product development strategy is an entrepreneurial processes of sustaining the 

firms existing mission and creating new products, which have new and different features 

such that will improve the performance of the enterprise (Ansoff, 1957). Tavakolizadeh 

(2014) argued that product development is an essential strategy as it facilitates firms to 

provide their customers with a greater level of higher satisfaction than before, 

consequently, this strategy stand as continues determinant of firm’s growth and 

performance. 
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            This involves the decision making and willingness of firm to innovate and renew 

market offering, and take business related risks in trying to come out with new and 

uncertain products and markets, as well as succeeding in competing with other firms by 

being proactive (Slater & Olson, 2001). The influence of market drive on the 

performance depends on consistent of strategies understanding that are essential 

(Bendoly, Bharadwaj, & Bharadwaj, 2012), the mission of supporting product 

development have to be introduced by the top management since the process influences 

the firms operations (Gmelin & Seuring, 2014). This in turn relates to enhance firm 

performance. Hence, this paper came up with a proposition as: 

 

P3: Product development is related to SME performance. 

 

PROPOSED FRAMEWORK 

 

            Below illustrates the proposed model that conceptualizing the relationship 

between growth strategy and SME performance. 
 

 
 

 
 

 
 

 

 

 

 

                                     Figure 1. Proposed framework 

 
CONCLUSION 

 

            The main objectives of this paper was to examine the concept of growth strategy 

on SME performance, the paper has highlighted issues that jeopardized the performance 

of manufacturing SMEs. Therefore, the strategic factors proposed in this paper will 

significantly create an avenue for both practicing SMEs and academics, as the paper has 

contribute to the existing knowledge by identifying some issues that needed to be 

address, in order to improve the performance of manufacturing SMEs in Nigeria. Also 
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the paper proposed a framework that will improve SMEs strategic competencies to regain 

their customers’ loyalty and increase competitive advantage, and maintain superior 

performance through market penetration, market development and product development 

strategy. This is a proposed road map for reviewing manufacturing SME performance, 

which will also serve as guidance for policy makers in educating and training SMEs (i.e., 

SMEDAN, MSMEs and MAN) on the effect of strategic growth choice. SME 

performance can play an important role in Nigeria, towards utilizing resources, job 

creation opportunities, economics growth and enhance its contribution to the country’s 

GDP. 

           Although, this paper has conceptual and managerial contributions, it also have 

some limitations, the concept has not been empirically investigated in this paper to 

support our arguments. Therefore, this paper suggest for empirical study to validate the 

proposed framework, also the future study may consider registered manufacturing SMEs 

in developing nations, in addition to that, owner/managers should be the respondents 

since they are the one responsible for decisions marking regarding their growth strategies 

pursuing performance. 
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