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Abstract 

The study investigates the mediating effect of innovation on the relationship between 

risk-taking, pro-activeness, competitive aggressiveness, and SMEs’ performance.  A 

purposive sampling technique was used to select 250 SMEs who have been in business 

for more than 3 years and are registered with the Oyo Ministry of Commerce and 

Industry.  A structured questionnaire was used to collect data from the participants. The 

socio-demographic information of participants was analyzed using descriptive statistics 

while the hypotheses generated lent support to the use of Pearson Product Moment 

Correlation Coefficient and Structural Equation Modeling (SEM). The study establishes 

that risk-taking has a significant influence on SMEs` performance. The relationship was 

positive meaning that the more the SMEs take risks, the higher the SMEs’ performance.  

The study further reveals that competitive aggressiveness is positively and significantly 

correlated with SMEs’ performance. Evidence shows that pro-activeness has no 

significant effect on SMEs’ performance.  The study also confirms that innovation 

partially mediates between risk-taking and SMEs' performance and partially mediates 

between competitive aggressiveness and SMEs' performance.  The evidence further 

reveals that innovation does not mediate between pro-activeness and SMEs’ 

performance. It was concluded that entrepreneurial orientation has a significant effect 

on SMEs; performance, while innovation is a powerful platform for SMEs to gain global 

relevance in a globally competitive environment. As a result, the study recommends that 

Nigerian SMEs should take proactive measures for the growth of the sector. Also, small 

business operators/managers should  enhance their entrepreneurial spirit and use the 

results to improve organizational learning processes, creative output, business 

performance, decision-making, and in rapidly changing work environments. 
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Introduction 

The closure of the SME subsector is of great concern to researchers, academics and 

stakeholders around the world. In developing countries, SMEs are experiencing a range 

of failures, particularly in Nigeria. Today, almost all surviving SMEs in Nigeria are sick 

and ill. This unsavory scenario has been attributed to the lack of acceptance and 

implementation of entrepreneurial orientation dimensions (Amarteifio & Agbeblewu, 

2020; Abdalla & Mohamed, 2020; Kohtamäki et al., 2019; Liu et al., 2019). The industry 

has shown no trend to grow in terms of size, sales volume and profitability (Sajuyigbe, 

Eniola, Obi, & Peter, 2021). This means that the Nigerian SME subsector is not efficiently 

creating, understanding and using entrepreneurialism, which can be a key channel for 

gaining competitive advantage. A number of previous studies have found that engaging 

with entrepreneurs has a positive impact on firm performance, and this impact can 

increase over time (Kohtamäki et al., 2019; Liu et al., 2019). In addition, Rauch et al. 

(2019) point out that entrepreneurial orientation contributes to sustainable 

performance. Entrepreneurship is an important source of intangible value for 

organizations to maintain their competitive advantage by identifying new opportunities 

in the business environment (Webb & Ketchen , 2016). Chang et al., (2019) confirm that 

entrepreneurship supports organizational flexibility as a strategy to face environmental 

uncertainty. 

The ability of SMEs to develop new products, offer alternatives for various products, and 

adjust production levels as needed can be enhanced through risk-taking, innovation, 

competitive aggressiveness, and pro-activeness. A large body of literature confirms that 

risk-taking, innovation, competitive aggressiveness, and pro-activeness influence the 

performance of SMEs (Amarteifio & Agbeblewu, 2020; Kohtamäki et al., 2019; Liu et al., 

2019). Risk takers are confident in the face of business obstacles with the intention of 

growing their business. The ability to innovate is one of the entrepreneurial aspects that 

drive a company's success. The ability to innovate is therefore the willingness of SMEs 

to contribute to creativity and experimentation through the development and 

introduction of new products/services and to take over innovation leadership in 

processes and business models through research and development activities (Amarteifio 

& Agbeblewu, 2020; Abdalla & Mohamed, 2020; Perez Luno et al., 2016).  According to 

Uncapher (2013), pro-activeness represents an opportunity-oriented and future-

oriented perspective that materializes in the development and introduction of new 

products and services in the run-up to competition. It also refers to the ability to 

anticipate changes and opportunities that may occur in the environment, encouraging a 

change in current tactics and recognizing future market trends (Hussain & Khan, 2018). 

Additionally, competitive aggressiveness aims to preserve and expand existing 

resources in response to competitive threats. Therefore, competitive aggressiveness can 

include measures such as focusing on maintaining market positions or outperforming 

competitors in markets that are considered valuable for targeting. 
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Previous studies have linked risk-taking, innovation, competitive aggressiveness, and 

pro-activeness to SMEs performance (Amarteifio & Agbeblewu, 2020; Kohtamäki et al., 

2019; Liu et al., 2019; Chang et al., 2019; Abdalla & Mohamed, 2020; Uncapher, 2013). 

However, none of the available studies examines the mediating effect of innovation on 

the relationship between risk-taking, competitive aggressiveness, pro-activeness, and 

SMEs' performance. This intends to bridge the identified gap in entrepreneurship 

literature by investigating the mediating effect of innovation on the relationship between 

risk-taking, competitive aggressiveness, pro-activeness, and SMEs' performance in the 

Nigerian context. 

 

Theoretical Framework 

The theory underlying this study is resource-based, dating back to the work of Barney 

(1986) and Dierickx and Cool (1989), who argued that there was a link between firm 

resources and sustainable competitive advantage. The focus of RBT is to improve 

business efficiency so that businesses have significant assets (Barney 1986), and current 

meta-research confirms the validity of this statement (Lindblom, & Kajalo, 2017). 

Initially, RBT grew in the field of management. Naminse, & Zhu, (2018) developed the 

concept of vital management. They noted that core management is taking on important 

and anticipated new responsibilities of common regulators, such as leveraging resources 

to increase business efficiency by owners. “Thus, essential control directs managers, and 

corporations direct individuals or groups of individuals to act freely or as a function of 

the corporate structure, forming or reinventing new connections.” (Shah & Ahmad, 

2019). Barney (1986) proclaimed that corporate fortunes prevail, and he produced one 

of the most compelling texts in the history of fundamental management. He explained 

that if a company updates a value program that current or potential competitors are 

running at the same time, and those different companies are unable to replicate the 

benefits of that program, they will have an edge. RBT's most prominent successful 

outcome is a list of criteria that must be met to ensure the continued development of the 

company's assets (Kellermanns et al., 2016). According to Amarteifio & Agbeblewu 

(2020), RBT encourages SME operators to contribute to creativity and experimentation 

through the development and launch of new products/services, as well as innovative 

leadership in processes and business models with both internal and external resources.  

Similarly, Abdalla and Mohamed (2020) argue that RBT enables SMEs to develop new 

products, provide substitutes for various products, and adjust production levels as 

needed to reduce risk. It claims it can be enhanced by taking, innovation, competitive 

aggressiveness, and aggressiveness. Existing research supports resource-based views to 

identify appropriate sources of sustainable competitive advantage that improve firm 

performance (Magsi et al., 2018; Alsakarneh & AL-kharabsheh, 2019). Similarly, 

Amarteifio and Agbeblewu (2020) argue that a firm's ability to innovate, aggressiveness, 

and risk-taking are key resources for firms that can create a sustainable competitive 

advantage. 
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In addition, Rauch et al. (2009) point out that entrepreneurial orientation contributes to 

sustainable performance. They argue that entrepreneurship is an important source of 

intangible assets for organizations to maintain their competitive advantage by 

highlighting new opportunities in the business environment. Kohtamäki et al., (2019) 

assert that risk-taking, innovation, competitive aggression, and aggressiveness are the 

most important internal resources that help achieve competitive advantage. 

Furthermore, Barney (1986) points out that resource management such as innovation, 

aggressiveness, risk-taking, and competitive aggressiveness is related not only to the 

resources themselves but also to the sustainable competitiveness of the organization. , 

risk-taking and competitive aggressiveness are powerful tools for business performance. 

Consistent with this claim, Chang et al., (2019) confirm that entrepreneurship supports 

organizational flexibility as a strategy for facing environmental uncertainty. An 

organization's ability to develop new products, offer alternatives for various products, 

and adjust production levels as needed is fueled by risk-taking, innovation, 

competitiveness, and aggressiveness. 

 

Review of related Literature and Hypotheses Development 

Risk-taking 

Risk-taking is an important trait strongly associated with entrepreneurship. This refers 

to the types of risks individuals face when employed by themselves rather than by 

others. The concept of risk is increasingly being applied to organizations. For example, 

when managers make resource-intensive decisions on projects with uncertain outcomes 

(Barney, 2012). In the task of entrepreneurship, Schmelter et al. (2010) argued that 

entrepreneurs face many kinds of risks. Market risk, technology risk, credit risk, 

competitive risk, etc. Entrepreneurs take risks in order to be the leader of their 

competitors. He explained that risk-taking is the willingness to run a business for new 

products or services where the outcome of such investments is uncertain. Applying the 

tools is essential and possible with the right skills to take advantage of the opportunities 

available. Entrepreneurs therefore need to test the market, the consequences of which 

can be managed and mitigated by participating in experiments and test markets 

(Sundarapandia, 2015). Existing research has linked risk-taking to small business 

performance. For instance, Onyenma, Tamunomiebi, and Mark (2020) carried out a 

study on the effect of risk-taking on the financial performance of Small and Medium 

Enterprises in the River and the Bayelsa States of Nigeria. The study showcases that risk-

taking has a significant effect on the financial performance of Small and Medium 

Enterprises. Another similar study carried out by Wambugu, Gichira, Wanjau&Mung'atu 

(2015) in Kenya to establish the influence of entrepreneurial risk-taking and firm 

performance of agro-processing small and medium enterprises, attests risk-taking has a 

great impact on firm performance of agro processing SMEs in Kenya. Specifically, risk-

taking has a significant positive effect on the firm performance of agro-processing SMEs 

in terms of growth and profitability. In the same direction, Kitigin (2017) conducted a 
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similar study in Eldoret town, Kenya. The study showed a strong positive correlation 

between the risk-taking and business performance of small businesses in Eldoret. 

 

Pro-activeness 

Pro-activeness is defined, according to Scheepers et al. (2008), as the implementation 

and follow-up action by which the entrepreneur should have the capacity to control any 

situation before causing negatives rather than waiting for a response. He should predict 

the possible events in well advance, should be ready with alternative remedial actions, 

and seek innovative solutions to achieve predetermined goals. Pro-activeness has some 

essential traits such as a directorial chase of good business opportunities and its 

approach to being a creator or fast supporter and high concern for the initiative of 

workers. Hughes and Morgan (2007) revealed that pro-activeness represents a future 

perspective, trying to predict changes and opportunities in the environment, providing 

new products or improving existing products, exploring future market trends, and 

encouraging development in tactics. Wang et al. (2012) added that pro-activeness 

represents the company`s ability to provide innovative products and services so as to 

take advantage of market opportunities. 

Dess and Lumpkin (2005) demonstrated that a proactive company can identify potential 

emerging problems and find solutions to them. As a result, pro-activeness becomes a 

source of competitive advantage, because competitors need to respond to the successful 

initiatives of the pioneer (Piirala, 2012). Onyenma and Hamilton (2020) investigated the 

relationship between pro-activeness and the performance of small and medium 

enterprises in the Rivers and Bayelsa states of Nigeria. The study specifically found that 

pro-activeness led to improved customer satisfaction, growth, and social performance of 

small and medium enterprises in Rivers and Bayelsa states. A similar study was 

conducted by Oni (2012) on the relevance of entrepreneurial pro-activeness on business 

performance using Nigerian companies' experience. The entrepreneurial pro-activeness 

was categorized as high and low levels in order to explore the degree of use made to 

performance indicators. The findings showed that the enterprise with high 

entrepreneurial pro-activeness responded positively to performance measures with 

consistent increases in size and employment of qualified and competent personnel. 

 

Competitive aggressiveness 

As indicated by Lumpkin & Dess (2001), "competitive forcefulness refers to an 

association's desire to specifically and strongly challenge its competitors to enhance 

their position, that is, to beat industry competitors in the marketplace". Firms with this 

behaviour tend to expect a challenging attitude toward competitors trying to outperform 

contenders that undermine their survival or market position in the business market 

(Lyon et al., 2000). A company's forcefulness can be actualized through responsive or 

deceptive behaviour. Responsiveness may appear as no holds barred rivalry or a direct 

attack on competitors. Conversely, sensitivity includes an immediate response to a 
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contender's activity; for instance, a firm may slice costs and give up benefits to keep up 

its share of the overall industry when a competitor develops a rival product (Lumpkin & 

Dess, 2001). According to Lechner and Gudmundsson (2014), aggressiveness could 

improve the organization's competitiveness over its competitors as the organization's 

performance would increase due to the focus on out-maneuvering and undermining 

competitors strengthens. Thus, aggression is the most treasured characteristic of an 

entrepreneur. The previous studies confirmed that such aggressiveness is necessary for 

any firm in order to undermine its competitors and create a competitive advantage that 

will let a firm expand its position in the market. In other words, challenging the 

competitors directly or indirectly by price cutting, marketing, promoting, and 

advertising products and services rather than avoiding them helps an entrepreneur to 

become a leader instead of a follower. It also helps an entrepreneur to extend market 

place. Asika and Konya (2020) carried out a study on the influence of competitive 

aggressiveness on the business performance of event management firms. The study 

confirms that competitive aggressiveness significantly influenced the profitability and 

effectiveness of event management firms in Port Harcourt, Nigeria. Smith and Cao (2008) 

also establish that competitive aggressiveness has a direct relationship with SMEs' 

performance. Another study by Aigboje (2018) reaffirms that competitive 

aggressiveness has a significant positive relationship with organizational profitability.  

Similarly, Ferrier (2012) conducted a study on how competitive aggressiveness can 

relate to a firm profit base. The result shows that competitive aggressiveness combined 

with top management behavior presents a potential source of profit and enhances 

performance.  

 

Mediating effect of Innovation 

Innovation is a complex phenomenon, involving the production, dissemination, and 

conversion of knowledge into new or modified products or services, or the development 

of new production or processing technologies (Bigliardi, 2013). Innovation propels SMEs 

to engage in and support new ideas, novelty, experimentation, and creative processes 

that can lead to new products, services, or technological processes (Lumpkin and Dess, 

2001). Egbetokun, et-al. (2008) argue that innovation is an important part of corporate 

strategy through which new business opportunities can be exploited (Lumkpin and Dess, 

2001 and Bigliardi, 2013). Research reveals that the development of an SME sector’s 

sustainable competitive advantage depends heavily on its ability to innovate (Marques 

and Ferreira, 2009). Bigliardi (2013) explains that Innovation has become a prime 

source for gaining a competitive edge in the market for SMEs in both developed and 

emerging economies. Various studies have established the significant roles of innovation 

in risk-taking, pro-activeness, competitive aggressiveness, and SMEs’ performance 

(Amarteifio & Agbeblewu, 2020; Abdalla & Mohamed, 2020; Kohtamäki et al., 2019; Liu 

et al., 2019). Lumpkin et al., (2010) demonstrate that innovation is necessary to maintain 

the company's continuity because it is the source of creative ideas that lead to new 
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products and improvements and thus help the survival and the continuation of the 

company in the intensive competitive labour environment. Moreover, the relationship 

between entrepreneurship and creativity is corroborated by the results of Shane et al. 

(1991), who indicated that innovation is among the main drivers of starting a business.  

 

Conceptual Framework 

Independent variables                 Mediator               Dependent variable

 
Figure 1: Conceptual Model 

 

Based on the theoretical and empirical review, the following hypotheses are formulated 

(see figure 1): 

H1: Risk taking has a significant association with SMEs performance 

H2:  Pro-activeness has a significant association with SMEs performance 

H3: Competitive aggressiveness has a significant association with SMEs performance 

H4: Innovation has a significant association with SMEs performance 

H5: Innovation mediates between risk-taking and SMEs performance 

H6: Innovation mediates between Pro-activeness and SMEs performance 

H7: Innovation mediates between competitive aggressiveness and SMEs performance 

 

Methodology 

The sampling method used is targeted sampling, sampling based on criteria determined 

by the researcher's propensity. As a sample criterion, the 250 SMEs who have been in 

business for more than 3 years and are registered with the Oyo Ministry of Commerce 

and Industry were used. A structured survey is a survey that contains multiple-choice 

questions, so respondents can only choose from the options provided in the survey. This 

limits the ability of respondents to be flexible with their answers. Respondents' selection 

from the options given was based on a 5-point Likert scale. Strongly Agree, Agree, 

Neutral, Disagree, Strongly Disagree. The instrument was modified and submitted to an 

Pro-activeness 

Risk-taking 

Innovation 

SMEs 

Performance 

Competitive 

aggressiveness 
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expert panel for validation. The panel performed a content analysis and items irrelevant 

to the study were excluded. After making the necessary changes, a panel of experts 

recommended using the instrument for research purposes. The scales underwent 

further item analysis to determine the robustness of the psychometrics (see Table 1). 

The data gathered from the participants of the study were subjected to statistical 

analysis by using the STATA version 15. The socio-demographic information of 

participants was analyzed using descriptive statistics while the hypotheses generated 

lent support to the use of Pearson Product Moment Correlation Coefficient and 

Structural Equation Modeling (SEM). 

 

Table 1: Summary of Results of the Measurement Instruments Validation 

Scale  No of 

Items 

Meaning 

Bartlett 

KMO  Eigenvalue of 

the principal 

Component 

% of the 

variance 

α  of 

Cronbach 

Risk taking  5 p = .000 

(significant) 

0.829  3.667 81.13% 0.89 

Pro-activeness 4 p = .000 

(significant) 

0.855  3.555 83.16% 0.85 

Competitive 

aggressiveness 

5 p = .000 

(significant) 

0.887  3.609 89.56% 0.83 

Innovation  5 p = .000 

(significant) 

0.784  2.973 73.67% 0.75 

SMEs Performance 4 p = .000 

(significant) 

0.694  2.290 70.09% 0.72 

 

From Table 1 above, factor loads of all the indicators are higher than 0.5 which shows 

that the questions highly explain the variance of their variables. This implies that the 

measurement model has high factor validity. 

 

Data Analysis, Results and Discussion 

Demographic Characteristics of the Respondents 

Regarding the gender of the respondents, 44.8% of the respondents were male and 
55.2% were female. This may indicate that men's involvement in small businesses is still 
low. The result shows that more respondents were in the age group between 31-40, 
followed by 41-50, 21-30, and 50+ in the order of 42.7%, 2.4%, 21.7%, and 13.3% 
respectively.  From this we can see that most small business owners/operators belong 
to the productive age category. 34.3% of respondents indicated that their businesses had 
been in operation for between five to seven years, while 32.9% indicated that their 
businesses had been in operation for between eight to ten years, 32.8% of the 
respondents revealed that their business has been in existence for more than ten years. 
This connotes that the majority of the respondents have some forms of wealth of 
experience that will influence the performance of SMEs in the state. The analysis of the 
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results indicated that 18.9% of the respondents had no formal qualification but had 
received on-the-job training; 18.2% had a matric certificate, while 17.5% had a diploma 
certificate. In addition, 24.5% had received their education and were in possession of a 
Bachelor’s Degree qualification, while only 21.0% had a Master’s Degree. Therefore, 
most of the respondents 81.1% had some form of formal education and thus should have 
been able to answer the questions asked competently. 
 
Table 2: The relationship between variables   

variable  1 2 3 4 5 
SMEs Performance  1.0000     
Risk-taking 0.4116 1.0000    
Pro-activeness 0.3785 0.2247 1.0000   
Competitive 
aggressiveness  

0.4094 0.1718 0.6228 1.0000  

Innovation 0.4948 0.3453 0.3817 0.4969 1.0000 
 
Table 2 explains the relationship that exists between entrepreneurial orientation 
dimensions and SMEs` performance. The results reveal that risk-taking (r = 0.4116), pro-
activeness (r = 0.3785), competitive aggressiveness (r = 0.4094) and innovation (r = 
0.4948) have a positive and significant association with SMEs performance. This 
connotes that entrepreneurial orientation is associated with SMEs` performance.  The 
result is consistent with  Nwekpa, Onwe, and Ezezue, (2017), Elumah, Shobayo, Olabisi 
and Akinleye, (2016), Namusonge, Muturi and Olaniran (2016), Otache and Mahmood 
(2015), Olugho (2015) and Nida and Hande, (2017)  that entrepreneurial orientation is 
positively and significantly related with medium scale firms’ performances.  
The implication of this finding is that the sampled SMEs have the ability to ability to 
innovate and contribute to creativity and experimentation, anticipate changes and 
opportunities that may occur in the environment, and maintain market positions or 
outperform competitors in markets that are considered valuable for targeting.  This 
development showcases that there is a future for SMEs sustainability in the country. 
 
Table 3: Structural Equation Modelling (Direct Effect) 

Path  β-value Std. Err t-value p-value  [95% Conf. Interval] 

PFM <- RST .260 .053 4.87 0.000 .1559263 .3657905 

PFM <-  PRA .117 .065 1.79 0.073 .0111381 .2468318 

PFM<-  CAG .149 .069 2.15 0.032 .0128769 .2856595 

PFM <-  INV .285 .0602 4.74 0.000 1674156 .4037058 

 

Table 3 depicts the direct relationship between entrepreneurial orientation dimensions 
and SMEs' performance. The result reveals that risk-taking (β = .260; t =  4.87; p <.05) 
has a direct link to SMEs performance.  This indicates that risk-taking searchlight to 
SMEs' success. The study is in alignment with the existing research that risk-taking is a 
major determinant of SMEs' performance. For instance, Onyenma, Tamunomiebi, and 
Mark (2020) prove that risk-taking has a significant effect on the financial performance 
of Small and Medium Enterprises. Another similar study carried out by Wambugu, 
Gichira, Wanjau&Mung'atu (2015) in Kenya attests that risk-taking has a great impact 
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on the firm performance of agro-processing SMEs.  In the same direction, Kitigin (2017) 
conducted a similar study in Eldoret town, Kenya. The study showed a strong positive 
correlation between the risk-taking and business performance of small businesses in 
Eldoret. Therefore, H1 is supported. 
The beta value of 0.117 indicates that pro-activeness is positively correlated with SME 
performance, while the p-value of 0.073 further indicates that pro-activeness does not 
have a significant impact on SME performance. The most likely reason for this result 
could be the sudden spike in COVID-19. This prevents SME operators from offering 
innovative products and services to take advantage of market opportunities. This study 
contrasts with the findings of Wang and Altinay (2012), which found that pro-activeness 
is a strong predictor of SMEs’ performance. Therefore H2 is not supported. 
A beta value of 0.149 indicates that competitive aggressiveness is positively correlated 
with SMEs’ performance. The p-value of 0.0307 further indicates that the performance 
of SMEs is strongly influenced by the competitive aggressiveness. This implies that 
competitive aggressiveness is a powerful tool for small business operators to improve 
their organization's competitiveness against their rivals, as it focuses on defeating and 
undermining their competitors, thus improving the performance of the organization. 
This study is consistent with Asika and Konya (2020) that competitive aggressiveness 
greatly influences the profitability and effectiveness of SMEs. Smith and Cao (2008) also 
found that competitive aggressiveness is directly related to SME performance. Another 
study by Aigboje (2018) reconfirms that competitive aggressiveness is significantly 
positively associated with organizational profitability. Similarly, Ferrier (2012) 
investigated how competitive aggressiveness relates to fixed income bases. The results 
show that competitive aggressiveness combined with top management actions is a 
potential source of profit and improves performance. Thus, H3 is confirmed 
A coefficient value of 0.285 indicates that innovation is positively correlated with SME 
performance, and a probability of 0.000 further indicates that SME performance is 
influenced by innovation. This means that innovation is a powerful platform for SMEs to 
gain global relevance in a globally competitive environment. This study is consistent 
with previous research that innovation is a driver of SME sustainability (Egbetokun, et-
al., 2008; Bigliardi, 2013; Amarteifio & Agbeblewu, 2020; Abdalla & Mohamed, 2020; 
Kohtamäki et al., 2019; Liu et al., 2019; Lumpkin et al., 2010).  Hence, H4 is confirmed. 
 

 
Figure 2: Structure Equation Modelling 
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Table 4: Structural Equation modelling with Mediator  

Relationship between 

variables 

coefficient  Std. Erro t-value p-value 

Direct Relationship 

PFM <- RST .260 .053 4.87 0.000 

PFM <-  PRA .117 .065 1.79 0.073 

PFM<-  CAG .149 .069 2.15 0.032 

Indirect Relationship 

PFM <- INV<- RST .087452 .0261669 3.34 0.001 

PFM <- INV<- PRA .0293233 .0297863 0.98 0.325 

PFM <- INV<- CAG .1919693 .0519895 3.69 0.000 

 

Table 4 depicts the mediating effect of innovation on the relationship between risk-

taking, pro-activeness, competitive aggressiveness, and SMEs` performance. Using the 

standardized coefficient, the direct β-value of 0.260 and p-value of 0.000 indicate that 

risk-taking has a direct significant effect on SMEs' performance, but when innovation 

was introduced, the β-value of 0.260 and p-value of 0.000 changed to 0.087 and 

0.001respectively. This connotes that innovation partially mediates between risk-taking 

and SMEs' performance.  Therefore, H5 is partially supported  

Furthermore, the indirect p-value of 0.003 reveals that innovation does not mediate 

between pro-activeness and SMEs performance. Hence H6 is not confirmed. The 

evidence further reveals that the direct p-value of   0.032 and indirect p-value of 0.000 

connotes that innovation partially mediates between competitive aggressiveness and 

SMEs performance. Deduction to be made from this finding is that SME 

operators/managers have acknowledged the importance of innovation. This indicates 

that there is a future for SMEs in Nigeria.  Thus, H7 is partially confirmed.  

The results are in line with the guideline of Baron and Kenney (2003) that if the p-value 

of an independent variable is less than 5% and the p-value of a mediator is also less than 

5%, then, partial mediation occurs, when the independent variable is not a predictor but 

the mediator is a predictor, then full mediation occurs.  

 

Conclusion and Recommendations     

This investigates the mediating effect of innovation on the relationship between risk-

taking, pro-activeness, competitive aggressiveness, and SMEs’ performance.  The study 

establishes that risk-taking has a significant influence on SMEs` performance. The 

relationship was positive meaning that the more the SMEs take risks, the higher the 

SMEs’ performance.  The study further reveals that competitive aggressiveness is 

positively and significantly correlated with SMEs’ performance. This implies that 

competitive aggressiveness is a powerful tool for small business operators to improve 

their organization's competitiveness against their rivals. Evidence shows that pro-

activeness has no significant effect on SMEs’ performance.  This implies that the surge of 
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COVID-19 has prevented SME operators from offering innovative products and services 

to take advantage of market opportunities. The study also confirms that innovation 

partially mediates between risk-taking and SMEs' performance and partially mediates 

between competitive aggressiveness and SMEs' performance.  The evidence further 

reveals that innovation does not mediate between pro-activeness and SMEs’ 

performance. Deduction to be made from this finding is that SME operators/managers 

have acknowledged the importance of innovation. This suggests that there is a future for 

SMEs in Nigeria. It was concluded that entrepreneurial orientation has a significant effect 

on SMEs; performance, while innovation is a powerful platform for SMEs to gain global 

relevance in a globally competitive environment.  

As a result, the study recommends that Nigerian SMEs should take proactive measures 

for the growth of the sector. Also, small business operators/managers can enhance their 

entrepreneurial spirit and use the results to improve organizational learning processes, 

creative output, business performance, decision-making, and in rapidly changing work 

environments. These days, the Central Bank of Nigeria needs to persuade microfinance 

banks and other financial institutions to help small business owners obtain loans and 

educate them about risk-taking and risk management in their businesses. 
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