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Abstract
SMEs in Nasarawa State, Nigeria, continue to experience weak performance 

despite government and global support. This study examined the effects of strategic 
entrepreneurship practices, specifically innovation and proactiveness, on SME performance. 
Survey research design was used for the study, data was sourced from 463 SMEs selected 
from the population of 10,728 SMEDAN-registered SMEs through a five-point Likert scale 
questionnaire. Data were analysed employing PLS-SEM via SmartPLS 3.0. Findings revealed 
that innovation and proactiveness positively and significantly influence SME performance. 
The study recommends increased investment in innovation, R&D, and proactive market-
oriented strategies to enhance SME competitiveness.
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1.  Introduction

Small and Medium-sized Enterprises (SMEs) constitute an important 
role towards global economic development, driving innovation and 
economic diversification. In Africa, SMEs are critical to economic 
transformation, providing employment opportunities and fostering 
inclusive growth. According to the African Development Bank statistic [1], 
SMEs represent about 90% of businesses and contribute nearly 80% of 
employment across the continent. In Nigeria, specifically, SMEs constitute 
about 48% of GDP and 84% of employment, showcasing their significance 
to the nation’s economy [2]. In Nigeria, there have been numerous 
government interventions to encourage SME activities by establishing 
institutions to provide finance, information, and regulatory guidelines to 
SMEs in the country. It is surprising that despite government efforts and 
global interest in SMEs which have been recognized as a potential tool in 
economic development, SMEs in Nasarawa State are still experiencing low 
performance characterized by high mortality rate, stagnancy, poor 
performance, and lack of product innovation, as well as the inability to 
change their business strategies, poor financial resources and technical 
incompetence thereby hindering the performance [2]. 

Unfortunately, from the researcher’s perspective, there are scarcity of 
research addressing the topic of strategic entrepreneurship practice and 
SMEs performance that can support further scholarly investigations, 
especially in Nasarawa State, Nigeria. 

Previous research have been carried out in the area of strategic 
entrepreneurship practice and SMEs performance in developing countries. 
Studies have also examined the influence of government policies on 
startup ecosystems and entrepreneurial development [15]. The 
environmental dichotomies and methodological gap necessitate a current 
study to provide fresh insight into the interplay between strategic 
entrepreneurship practice and SMEs’ performance in Nasarawa. The 
paper adds to the existing work on SME and entrepreneurship literature 
by adding to empirical validation of strategic entrepreneurship theory in 
a sub-national Nigerian context. In light of the forgoing, this research tried 
to investigate the effect of strategic entrepreneurship practices on SMEs’ 
performance in Nasarawa State, Nigeria. The following hypotheses were 
validated in the course of this study:

Ho1:	Innovation has no significant effect on SMEs’ performance in 
Nasarawa State, Nigeria.
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Ho2:	Proactiveness has no significant effect on SMEs’ performance in 
Nasarawa State, Nigeria.

2. Literature Review

2.1 Concept of Strategic Entrepreneurship Practice
Strategic Entrepreneurship serves a significant function in a rapidly 

changing environment, bringing together strategic management practices 
and entrepreneurial initiative. Given this challenging environment, the 
merger of entrepreneurship and strategic management practice has been 
continuously reviewed by so many researchers, drawing from the concept 
of strategic entrepreneurship [3]. This study adopts the definition of [4], 
who sees SE as the simultaneously action engaged in the search for 
opportunities and competitive advantages by creating and carrying out 
entrepreneurial strategies that create more wealth. 

2.2 Concept of Innovation	

The term innovation is derived from the Latin word innovare, which 
means making something new, which is, converting opportunity into new 
ideas and turning them into widespread practice. [2] opined that 
innovation means introducing something new into your business. In small 
and medium businesses, innovation can manifest in several forms, such as 
introducing new products or services, adopting new technologies, 
improving business processes, and implementing new marketing 
strategies. These strategies are adopted to enhance the overall performance 
of enterprises, particularly in terms of sales volume and market 
competitiveness. This study adopted the definition of innovation by [2].

2.3 Concept of Pro-activeness

According to [5], pro-activeness is the ability to anticipate the 
occurrence of events and take action to address potential problems before 
they arise in the future. Proactiveness is an opportunity-seeking, forward 
thinking perspective involving staying ahead of rivals by way of 
introducing new products or services and predicting of future demand of 
its customers to bring change and shape the environment. In the same 
vein, [6] posits that a firm’s awareness and response to the market signals 
and portrays its proactiveness; therefore, to take advantage of the 
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opportunities in the market by becoming the first mover [4]. This study 
adopts the definition by [7].

2.4 Concept of Performance

This study focuses on the non-financial performance of SME in 
Nasarawa State, Nigeria. Non-financial performance refers to element of 
business performance that are not directly measured in numbers but 
significantly affect the sustainability and success of the organization in the 
long run [8]. Ability of an SME to innovate and adapt to changing market 
conditions is a significant non-financial performance indicator. Innovation 
includes the development of new offerings, or processes that can provide 
a competitive advantage [9]. SMEs that prioritize innovation are better 
equipped to respond to market changes, customer needs, and competitive 
pressures, which enhances their long-term viability. The strength of an 
SME’s brand and its market reputation are also key non-financial 
performance indicators. SMEs that focus on continuous improvement in 
operations can achieve better performance outcomes even without 
immediate financial gains.

3. Methodology 	

Survey was used for the study, guided by a cross-sectional research 
design. Primary data was collected through a well-structured 5 point 
Likert scale questionnaire administered to the respondent. This is because 
of superior generalizability and greater external reliability of the apporach 
[10]. The population of the study was based on SMEDAN report [11], data 
which comprised 10,728 SMEs in Nasarawa state, Nigeria registered with 
the Corporate Affairs Commission (CAC). The study used a sample size of 
386 respondents.

Data Analysis

4.1 Evaluation of Measurement Models
Indicator Reliability

We begin by assessing the measurement model outer loadings. As a 
general principles, loadings above 0.7 are recommended, as they show 
that the construct explains more than 50 percent of the indicator’s variance, 
thus providing acceptable item reliability [11]. However, [11] also 
suggested that low but significant indicator loading (less than 0.50) can be 
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included, thereby supporting why indicators with loadings less than 0.7 
and above 0.50 were not deleted from the model.

Figure 1
Indicator Loadings of Items: SMART-PLS Output, 2025

Table 1
Factor Loadings of the Constructs

Source: SMART-PLS Output, 2025
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Construct Reliability

To establish the internal consistency reliability of the  constructs, 
Cronbach’s alpha and composite reliability (CR) should exceed the 
recommended threshold of 0.70. As shown in Table 1 and graphically 
represented in Figure 1, all latent constructs demonstrate satisfactory 
reliability, as their Cronbach’s alpha and CR values exceed the threshold 
of 0.70 [11].

Convergent Validity

As presented in Table 2, the Average Variance Extracted (AVE) values 
for all constructs exceed the recommended threshold of 0.50, thereby 
confirming satisfactory convergentivalidity. This indicates that each 
construct explains at least 50% of the variance in the observed items 
measuring the respective construct [11].

Table 2
Construct Reliability and Validity of the Indicators 

Source: SMART PLS Output, 2025

Test of Hypotheses

The table below presents the path coefficients, t values, and p values 
used to assess the first four null hypotheses of the study.

Table 3
Path Coefficient of the Model

 Variables Beta
T Statistics 

(|O/
STDEV|)

P 
Values Decision F2 Value

Innovation -> SME 
Performance 0.270 5.056 0.000 Rejected 0.075

Contd...
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Proactiveness -> SME 
Performance 0.540 8.129 0.000 Rejected 0.303

Source: SMART-PLS Output, 2025

Hypothesis One
HO1: Innovation has no significant effect on SME performance in 

Nasarawa State
The result of the test above shows that innovation has a positive and 

significant effect on SME performance in  Nasarawa State, with β = 0. 270 
and p = 0. 000. Thus, hypothesis one was not supported and therefore 
rejected at 5% level of significance. Therefore, we do not have sufficient 
reason to accept the null hypothesis, we therefore conclude that innovation 
has a positive and significant effect on SME performance in Nasarawa 
State.

Hypothesis Two

HO2: Proactiveness has no significant effect on SME performance in 
Nasarawa State.

The result from Table 3 revealed that proactiveness has a positive and 
significant effect on SME performance in Nasarawa State, with β = 0. 540 
and p = 0.000. This result does not support the null hypothesis two and 
was therefore rejected at 5% level of significance. Therefore, we do not 
have sufficient reason to accept the null hypothesis, we itherefore conclude 
that proactiveness has a positive and significant effect on SME performance 
in Nasarawa State.

4. Discussion of Findings

Finding from the first hypothesis revealed that innovation positively 
and significantly affects SMEs’ performance in Nasarawa State. This 
implies that SME that innovate are likely to experience improved 
performance, suggesting that innovation is the key driver of success for 
businesses. Entrepreneurs and managers of SME should prioritise 
innovation and invest in research and development. The findings are in 
tandem with the findings in [12], who found a positive and significant 
effect of innovation on SMEs’ performance. However, the finding disagrees 
with the findings of [13], who found a positive and insignificant ieffect of 
innovation on SMEs’ performance.
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The second finding revealed that proactiveness positively and 
significantly affects SMEs’ performance in Nasarawa State.This implies 
that anticipating and preparing for future challenges and opportunities is 
a key driver of business success. Entrepreneurs and managers of SME 
should anticipate changes in the market and industry, take initiative, and 
be forward-thinking to stay ahead of the competition. This finding agrees 
with the findings of [14], who found a positive and significant effect of 
proactiveness on SME performance, but the finding however, disagreed 
with that of [13], who found an insignificant effect on SME performance.

5. Conclusion

This study examined the effects of innovation and proactiveness on 
SME performance in Nasarawa State, Nigeria. The findings revealed that 
both practices significantly improve performance, with proactiveness (β = 
0.540, p < 0.000) demonstrating a stronger effect than innovation (β = 0.270, 
p < 0.000). SME owners should prioritize innovation, technological 
adoption, opportunity identification, and proactive market strategies to 
enhance competitiveness. The study contributes empirical evidence on 
strategic entrepreneurship. However, its cross-sectional design limits 
causal conclusions. Future studies should explore additional 
entrepreneurial practices across other Nigerian states.

6. Recommendations

Based on the findings, the study recommends thus;
a)	� Entrepreneurs and managers of SME should prioritise innovation, 

allocate resources to R&D activities to drive continuous innovation 
in products, services, and processes but test new ideas through pilot 
projects before full-scale implementation.

b)	� Entrepreneurs and managers of SME should anticipate changes in 
the market and industry, take initiative, and be forward-thinking 
to stay ahead of the competition. Leadership should be trained in 
anticipatory decision-making to stay ahead of industry changes.

References

	 [1]	 O. Amoussou, E. Bempong Nyantakyi, and P. Mabuza, “SMEs and 
trade finance in Africa,” Africa Economic Brief, vol. 12, no. 11, African 
Development Bank Group, (Nov. 16, 2021).



STRATEGIC ENTREPRENEURSHIP PRACTICE ON SMES� 1203

	 [2]	 Small and Medium Enterprises Development Agency of Nigeria 
(SMEDAN) and National Bureau of Statistics (NBS), SMEDAN and 
National MSME Survey 2022. Nigeria: SMEDAN (2022).

	 [3]	 A K. Schröder and V. Tiberius, “Strategic entrepreneurship: Map-
ping a research field,” International Journal of Entrepreneurial Behav-
ior & Research, vol. 27, no. 3, pp. 753–776 (2021), doi: 10.1108/IJE-
BR-11-2020-0798.

	 [4]	 R. D. Ireland, M. A. Hitt, and D. G. Sirmon, “A model of strategic 
entrepreneurship: The construct and its dimensions,” Journal of 
Management, vol. 29, no. 6, pp. 963–989 (2003), doi: 10.1016/S0149-
2063(03)00086-2.

	 [5]	 J. Tang, K. M. Kacmar, and L. Busenitz, “Entrepreneurial alertness in 
the pursuit of new opportunities,” Journal of Business Venturing, vol. 
27, no. 1, pp. 77–94 (2012), doi: 10.1016/j.jbusvent.2010.07.001

	 [6]	 T. K. Dijkstra and J. Henseler, “Consistent partial least squares path 
modeling,” MIS Quarterly, vol. 39, no. 2, pp. 297–316 (2015), doi: 
10.25300/MISQ/2015/39.2.02.

	 [7]	 M.-J. Chen and D. Miller, “Competitive dynamics: Themes, trends, 
and a prospective research platform,” Academy of Management Annals, 
vol. 6, no. 1, pp. 135–210 (2012), doi: 10.5465/19416520.2012.660762.

	 [8]	 J. F. Hair, G. T. M. Hult, C. M. Ringle, and M. Sarstedt, A Primer on 
Partial Least Squares Structural Equation Modeling (PLS-SEM), 2nd ed. 
Thousand Oaks, CA, USA: SAGE Publications (2016).

	 [9]	 G. A. Churchill and D. Iacobucci, Marketing Research: Methodological 
Foundations, 9th ed. Mason, OH, USA: South-Western College Pub-
lishing (2005).

[10]	 J. F. Hair, J. J. Risher, M. Sarstedt, and C. M. Ringle, “When to use and 
how to report the results of PLS-SEM,” European Business Review, vol. 
31, no. 1, pp. 2–24 (2019), doi: 10.1108/EBR-11-2018-0203.

[11]	 B. Luke, K. Kearins, and M. Verreynne, “Developing a conceptual 
framework of strategic entrepreneurship,” International Journal of En-
trepreneurial Behaviour & Research, vol. 17, no. 3, pp. 314–337 (2011), 
doi: 10.1108/13552551111130736.

[12]	 E. Herlinawati and A. Machmud, “The effect of innovation on in-
creasing business performance of SMEs in Indonesia,” WSEAS 
Transactions on Business and Economics, vol. 17, pp. 51–57 (2020), doi: 
10.37394/23207.2020.17.7.



1204� A. R. ANGBAZO, J. B. ABECAN AND A. HUSSAINI

[13]	 E. Yulianto and Supriono, “Effect of open innovation on firm perfor-
mance through type of innovation: Evidence from SMEs in Malang 
City, East Java, Indonesia,” Cogent Business & Management, vol. 10, no. 
3, Art. no. 2262671 (2023), doi: 10.1080/23311975.2023.2262671.

[14]	 N. Rosenbusch, J. Brinckmann, and A. Bausch, “Is innovation always 
beneficial? A meta-analysis of the relationship between innovation 
and performance in SMEs,” Journal of Business Venturing, vol. 26, no. 
4, pp. 441–457 (2011), doi: 10.1016/j.jbusvent.2009.12.002.

[15]	 R. Goyal and D. Sharma, “A review on unveiling the impact of gov-
ernment policies on Rajasthan’s startup ecosystem,” Journal of Statis-
tics and Management Systems, vol. 27, no. 2, pp. 479–488 (2024), doi: 
10.47974/JSMS-1286.

		  Received January, 2026


