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ABSTRACT

In numerous sectors, the intense global competition has resulted in a wave of mergers and acquisitions over
the years. A company with the aim to remain in the race almost has to merge, buy, orally with another
company. Another alternative is to expand and grow the organisation internally, e.g. diversifying, building
completely new mills to new markets. Lack of adopting valid and effective growth strategies has been a
problem for small and medium scale enterprises leading to a decline in their overall performance. The study
thus evaluated the effect of growth strategy and performance of selected small and medium scale enterprises
in Anambra State, Nigeria.

The study employed a cross-sectional survey research design. The Cross-Sectional survey research design
was adopted to obtain information from the focus population concerning the current status of the phenomena
through primary data collection. The population for the research comprised of selected small and medium
scale enterprises that were registered with SMEDAN and operate in Anambra State, Nigeria. The total
number of registered SMEs with SMEDAN as of 2017 was 1,504. The sample size for the study was
obtained using the research advisors table. Based on a confidence level of 95 and the level of precision of
5% the samples size is 322 but with the addition of 30% for non-response rate, the sample was given thus as
418. The addition of 30% to the sample size is to ensure that the response rate of the study is attained
significantly. Making provision for the non-response rate allows the researcher to improve the rate of
response for the survey.

The findings of the study revealed that there is a relationship between the two variables. Concerning the
exact effect of the penetration strategies on market share, the r* = 0.452 shows the extent to which the
penetration strategies explain the variation in market share of the selected small and medium scale
enterprises. The coefficient also revealed that there is a positive relationship between the penetration
strategies and the market share of the selected small and medium scale enterprises

The study recommended that penetration strategies should be given adequate attention and consideration by
different small and medium-sized enterprises to reap benefits. Penetration strategies which are an effective
tool for achieving better performance over rival firms should be adequately implemented by the
organization.

Keywords: Growth Strategy, Performance, Market Strategy, Penetration Strategy, Small & Medium Scale Enterprises.

1.0 INTRODUCTION

Small and Medium Scale Enterprises (SMESs) are relevant to the economic development of every nations, especially Nigeria. They
are of utmost importance to business managers, owners and even policymakers who leverage on their relevance to create policy
programs that drive change. Scholars concludes that SME performance is the lifeblood of the economic scheme by contributing to
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the economic growth of the country. Small and medium-sized businesses (SMEs) play a vital role in the economic development of
nations. This is because, SMEs mobilise resources otherwise left out of the mainstream formal economic mobilisation channels,
and provide the necessary platform for take-off into large scale modern production by many indigenous Nigerians. The
contribution of small and medium-sized enterprises (SMEs) to employment, growth and sustainable development is widely
acknowledged. SMEs by number, dominate the world business stage. Although up-to-date data is challenging to obtain, estimates
suggest that more than 95 percent of enterprises across the globe are SMEs, accordingly accounting to approximately 60 percent
of Private-sector employment. Despite the significant contributions of SMEs to growth, their performance has been a challenge as
it is on record that some SMEs fail to grow leading to declining in performance and some go into extinction before their fifth
anniversary.

Globally, Small and Medium-Scale Enterprises (SMEs) have increasingly become a powerful and critical engine for both
economic growth, social development and are seen as change agents in today’s rapidly growing, volatile and dynamic competitive
business environment [47]. Despite the contributions of SMEs to every country’s economy, they are facing several challenges that
hinder their performance in general. For instance, In Irag, Korea, Malaysia as well as other countries around the world, SMEs are
faced with difficult challenges such as low capacity, low economies of scale, poor market performance, declining profitability,
inconsistency in government policies, access to financial support, poor sales and infrastructural inadequacies [11]. These factors
have hindered their performance in various degrees.

SMEs represent the considerable majority of the businesses in the United States of America. They generate USD 4 trillion in
annual economic output, 68 million jobs and one-third of all [21]. This provides approximately 75 percent of all net jobs added to
the economy and 99.7 percent of all employees. There are approximately 23.4 million SMEs in the USA, accounting to 98.7 per
cent of all firms in the US and contribute 41 percent of the total sales [34]. These challenges faced by SMEs in the United States
of America bothers on the following: poor rules, poor strategic projections, administrative bottlenecks that often lead to cutting
corners and creative accounting to appear profitable before investors.

In India, 13.5 Million SMEs were employing about 42 Million people [23]. It is further observed that the SMEs sector produces
over 6000 products ranging from traditional to high-tech items. The major export products include ready-made garments,
chemicals and pharmaceuticals, engineering foods, processed foods, leather products and marine products. The challenges facing
SMEs in India include the following: lack of skilled workforce, inadequate credit assistance, irregular supply of raw material,
absence of organised marketing, lack of machinery and equipment [20].

Small and Medium Enterprises in the sub-Saharan African region are faced with a number of constraints: technological
backwardness, inadequate human resource skills, weak management systems, poor leadership and entrepreneurial incapacities,
unavailability of appropriate and timely information, insufficient use of information technology, low product quality and many
more; and as a result; there exists a low level of performance amongst them [28- 16]. In Kenya, despite the critical role played by
the SMEs in the country, most of the business start-ups are faced with many challenges where over 90% of the businesses fail
even before their third year [6]. Further, Koech and Were (2006) observed that in Kenya, very few enterprises have grown into
large formal organisations, an adverse scenario that is common among SMEs. In Botswana, research also found that despite the
strategic role that SMEs play in the national development, their performance is still marred by a host of limiting factors that
threaten their survival [27]. In Ghana, SMESs encounter problems related to leadership, a decline in profitability and market share
[27]. These challenges have led to the inability of SMEs to record higher performance, profit and growth [27].

In Nigeria, Small and Medium Scale Enterprises (SMEs) have not made the desired impact on the Nigerian economy despite all
the efforts and support of succeeding administration and government gives a cause for concern [38]. It emphasises the belief that
there exists fundamental issues or problems, which confront SMEs but which hitherto have either not been addressed at all. SMEs
in Nigeria are faced with fundamental and far-reaching issues such as inadequate, inefficient. At times, non-functional
infrastructural facilities, which tend to escalate costs of operation as SMEs are forced to resort to private provisioning of utilities
such as roads, electricity, transportation, communication, bureaucratic bottlenecks and inefficiency in the administration of
incentives and support facilities provided by the government [10]. These factors affect the prospects for growth of these SMEs in
a negative manner. Irregular policies often create gridlocks for these small businesses as they struggle to penetrate the market and
sell their products, often improper conceptualisation leads to poor market and product development, and low level of resources
ownership and accumulation often hinder their chances of diversification. These issues thus form the basis for this study.

1.1 Problem Statement

In Nigeria, SMEs are seen to be a strong force for economic growth and development and have contributed significantly to the
improvement of standard of living, however, the sector continues to face many challenges that keeps SMEs at a disadvantaged
position compared to other nations. These include unfavourable policy environment, inhibitive legal and regulatory framework,
limited access to information, limited access to markets, inadequate access to skills and technology, insecurity of land tenure, poor
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access to infrastructure, insufficient know-how and inadequate linkages with larger enterprises, lack of access to credit facilities
and corruption. These issues observed have been seen as impediments to the growth of SMEs, especially in Nigeria.

Several authors [44-29-10] have carried out studies on market penetration and how it relates to the company's market share within
the industry. Sidi, Haim & Abdl (2017) in their research about the relationship between market penetration and SME performance,
revealed that market penetration strategies had not been adopted fully by firms. Hence the need to further make this the purpose
for further research as very few researchers have worked on market penetration and its effect on the market share of an SMEs
[47]. It is observed that SMEs in Nigeria fail at market penetration due to stiff competition, low economies of scale, scarce
resources and weak management capacities to take advantage of the opportunities that exist in such strategy. SMEs in the country
are experiencing difficulties and problems to growth and development that are not just as a result of the current economic decline.
SMEs from both emerging and industrialised nation realise similar market situations, which involve the absence of
competitiveness, lack of personnel management, information asymmetry challenges, and market instabilities (52). These observed
challenges to market penetration have led to declining in market share of these SMEs, loos of customers and eroding goodwill as
they are unable to keep up with the intricacies that exist in the market.

2.0 LITERATURE REVIEW

2.1.1 Growth Strategy

Growth in respect to business represents an increase and development in terms of quantity and quality. Quantitative growth is
described as, depending on types and properties of the business, numeric growth or volume-wise growth in resources or capacity,
Sales Income, Product range and market size, the number of employees and amount of cash, size of investments. On the other
hand, qualitative growth is related to quality improvements in business. This growth is relatively challenging to formulate in terms
of numbers [40]. Growth increases the overall business performance, including sales, assets base, employee retention, goodwill,
and increases business profits that drive investment and economic development. Business growth, as earlier mentioned, entails
introducing new products and services or adding new features to existing products.

Growth strategy refers to the strategic plan formulated and implemented for expanding a firm’s performance and hence gaining a
competitive advantage over other firms [35]. Formulation and implementation of growth strategies are very crucial when it comes
organisational performance, and it is, therefore, important for an organisation to find out which growth strategies are relevant and
applicable to its industry so that they can be significant. In this case, commercial printing firms need to find out which growth
strategies are relevant and useful to this industry as they formulate and implement their growth strategies if they are to be
effective. Lack of such understanding may result in poor or underperformance of such companies. A Strategy generally involves
setting goals, determining actions or patterns to achieve the goals, and mobilising resources to execute the actions. It is a
description of how goals will be completed by the resources that are available and adequately allocated. It is also an emerging
pattern of activity that organisation adapts to its environment or to compete involves both strategic planning and thinking. It is
against this background and various that McKeown (2011) summaries strategy as a situation that shapes the future and the human
attempt to get to desirable ends with available means. Odunayo (2018) defined growth strategies as the meeting of customers’
requirements (needs, wants, desires, preferences, and buying patterns) with the capabilities of the organisation, based on the skills
and resources available to a business organisation.

Growth Strategies could follow one of three modes: planning, entrepreneurial, and adaptive. Kipley, Lewis, Helm-Stevens, and
Ansoff (2019) further stressed that the right growth strategy choice depends on contingency variables such as the size and age of
the organisation and the power of key decision-makers. They also supported that a company’s growth strategies indicate the
choices its managers have made about how to attract and place customers. Stubbs (2019) believed that regardless of whether
company’s strategies change gradually or shift, the critical point is that a company’s current system is temporary (temporary
competitive advantage) and on trial, pending new ideas for improvement from management due to changing business environment
acting on them that warrant strategic adjustment and needs to be sustained over time (competitive advantage). Growth strategies
common to all types and sizes of businesses include the following: market penetration, market development, product
development, diversification. This study adopts these strategies.

2.1.2  Penetration Strategies

Market penetration is one of the Igor Ansoff growth strategic decision, that is aimed at creating more shares for the existing
market [53]. The strategy concentrates on gaining market competitiveness by having a sustainable market share in the market [17].
Market penetration is a process in which the firm influence its strategies to increase its business activities, through maintaining
sales to current customers as well as looking for a potential customer to increase the volume of sales, without changing its prime
market and product strategy. According to Slater and Narver (2016) Market Penetration Strategy involves organisations, products
and services that are sold in existing markets. Therefore, the goal of the strategy for market penetration is to concentrate on
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increasing the current product or service market share on the existing market. According to Levay, Drossinos and Thiel (2017),
organisations adopt a Market Penetration Strategy to increase income from sales without altering the products or services.
Therefore, it is argued that after assessing the multiple alternatives and their intrinsic hazards, the selection of penetration mode is
made at the company level and is, therefore, a strategic decision for the company. Firm size matters in this regard to industry level
on how it can penetrate the market environment [26]. It may seem evident that more prominent organisations may use size to have
effectiveness over smaller size firms [3] with the concept of creating significant hurdles for entry to other rivals.

In a growing market, simply maintaining market share will result in growth, and there may exist opportunities to increase market
share if competitors reach the capacity limit. However, market penetration has limits, and once the market approaches saturation
point, another strategy must be pursued if the firm is to continue to grow. Sije and Oloko (2013) examined the relationship
between penetration and the performance of SMEs in Kenya and found out that there was a strong positive correlation between
penetration strategy and performance of SMEs. Pearce and Robinson (2012) enumerate specific options under the penetration
strategies (increasing use of the current product in the current market). Market penetration has also been referred to as market
share. It is the measure of the percentage of sales volume an existing product or business achieves about its competitors.
Therefore, to increase market penetration businesses can employ some strategies to take sales from its competitors. Strategic
managers spend much time and strength in analysing how to transform their product market strategy to increase performance.

Kyalo (2016) states that market penetration happens when an organisation enters or infiltrates its current market with current
items. The ideal approach to accomplish this is by picking up a competitor’s customers. This is an internal growth strategy where
an organisation uses its resources to grow. The business entity within a specific market is interested in expanding its business
within the same market by increasing its customer base or market share. Therefore, an organisation needs to come up with
different ways to draw in new customers or persuade its current customers to consume more of the existing product, to use it more
often or to use it in new ways. This, in turn, helps the company grow its market share within the existing market. However, market
penetration has limits, and once the market approaches saturation point, another strategy must be pursued if the firm is to continue
to grow [55].

2.1.3 Performance

Organisational performance has been defined by various authors with different approaches which are influenced by multiple
context, language, observation and experiences. Shafiq, Lasrado, and Hafeez (2019) portray organisational performance as the
result of activities carried out for business and is concerned with the general efficiency of productivity. Al-Kalouti, Kumar,
Kumar, Garza-Reyes, Upadhyay, Zwiegelaar, and Kumari (2019) added that organisational performance as the way of measuring
the performance of an organisation in terms of determining whether or not an organisation is achieving its objectives. More so,
Reuben, Obura, and Oginda (2019) contributed that organisational performance is the overall health of an organisation. On the
other hand, Rao, and Zaidi (2019) referred to the organisational performance as a measure of how efficiently managers use
resources to satisfy customers and achieve organisational goals—broadening the conceptualisation of organisational performance.
Connecting the definitions, Ngoc-Tan, and Gregar (2019) added that the performance of an organisation is not only measured
financially but also measured by non-financial processes such as employee development, customer satisfaction, job satisfaction
and efficient organisational internal processes.

Performance within an organisation can be evaluated as the process of assessing the organisation’s progress in achieving its goals
and objectives [19]. The assessment can be in financial or non-financial measures like profitability growth, brand relationship and
corporate image. The idea of measuring performance is not only to identify the current performance of the business, but it is also
how the business can perform better in the future in line with its strategic objectives [36]. Performance measurement is therefore
crucial since it measures the effectiveness of the organisation's operations that contribute in creating value to stakeholders as well
as the efficiency of the transformation of resources into products [19].

Performance is perceived to be the attainment of a firm’s economic goals. It is an extent to which a company financial or non-
financial health over a while is measured [13]. It is an economic action used to generate higher sales, Return on Assets and worth
of a business entity for its shareholders through managing its current and non-current assets, financing, equity, revenues and
expenses [4]. Firm performance relates to the various subjective measures of how well a firm can use its given assets from the
primary mode of operation to generate profit. Eyenubo (2013) stated that it is the success in meeting pre-defined objectives,
targets and goal within a specified time target. A firm’s performance is critical to its health and survival [18]. Farah and Nina
(2016) stated that the main purpose of performance is to provide complete information to shareholders and stakeholders to
encourage them in making decisions.

Www.ijasre.net Page 96
DOI: 10.31695/1JASRE.2021.34023



http://www.ijasre.net/
file:///E:/ijasre-19/vol%205-5/published%20papers/www.ijasre.net
http://doi.org/10.31695/IJASRE.2021.34023

International Journal of Advances in Scientific Research and Engineering (ijasre), Vol 7 (5), May-2021

2.1.4  Market Share

Market share can be defined as a fraction of an industry that a company control. It is also the overall sales of a market that a
particular company earns in a given period. To obtain the percentage value of a market share, simply divide the company’s sales
in a given period by the sum of the industry’s sales over the same period [5]. Market share is the percentage of the total sales
volume in a market captured by a brand, product, or company. According to Victor (2014), market share is a measure of the
consumers' preference for a product over other similar products. A higher market share usually means more significant sales,
lesser effort to sell more and a substantial barrier to entry for other competitors. Lee (2018), further stated that a higher market
share also means that if the market expands, the leader gains more than the others. A market leader - as defined by its market share
- also has to expand the market, for its growth. According to Folarin (2013), it is the specific percentage of total industry sales of a
particular product achieved by a single company in a given period.

Market share of a product as defined by Best (2015) is the percentage of current market demand obtained by a business.
According to him, market share is used by businesses to determine their competitive strength in a sector as compared to other
companies in the same industry, and it also allows an organization to accurately assess their performance from year to year noting
if a particular company is closing better or worse compared to other companies in the same industry. But Sliden (2017) defined
market share as the portion or percentage of sales of a particular product or service in a given region that are controlled by a
company. Managing market share, therefore, is an essential aspect of managing a business. However, Schwalbach (2018) said that
market share reflects the current competitive position a company attains in the market. He claimed that companies with high
market shares are considered to satisfy customers’ needs better, and therefore, enjoy a competitive advantage vis-a-vis their
smaller counterparts.

Market share is the consequence of efficiency rather than its cause. Differences in profitability among firms are due to higher
efficiency. Efficient firms obtain a large market share and earn high profits induce a causal association between size and
profitability [56]. Firms offering products that offer customers more excellent value enjoy gains in market share. Better managed
firms that have a competitive advantage grow faster than rival firms. Firms with superior skill and foresight gain market share
through lower prices or better products [7]. Similarly, Hambrick and MacMillan (2009) suggested that market share is more
important for tiny and substantial firms. Woo and Cooper (2011) found that some low market share firms were successful and,
thus, high profitability is not limited to large firms only.

Market share provides a clear indication of a firm’s standing in its market. According to Darmon (2013), market share measures a
company’s market penetration, and, to some extent, the selling unit is responsible for it. Darmon (2013) stated that competitive
sales performance constitutes a natural benchmark for evaluating selling units’ market performances. In other words, it is essential
to account for the evolution of the competition’s sales levels for evaluating selling unit market performance. When territory sales,
industry sales, market shares, and profit variations are considered jointly, they provide a complete assessment of a selling unit
market performance. Various market conditions require different efforts and abilities [14]. Increasing or even maintaining sales
volume and profits in a declining market is indicative of higher market performance than the same achievement in a fast-
expanding market.

2.2 Theoretical Review

2.2.1  Resource-Based Theory (RBT)

The Proponents of RBV include Penrose (1959), Wernerfelt (1984), Barney (1991), Prahad and Hamel (1990). Edith Penrose
contributed to the RBYV field as early as 1959 when she argued that a firm is more than an administrative unit; that it is a collection
of productive resources, the disposal of which between different users and overtime is determined by executive decision. Penrose
Stated further that when the function of the private business firm is regarded from this point of view, the size of the firm is best
gauged by some measure of the productive resources it employs. Wenerfelt (1984), in his contribution, coined the term resource-
based view in 1984. According to RBV proponents, it is much more feasible to exploit external opportunities using existing
resources in a new way rather than trying to acquire new skills for each different opportunity. The RBV model gives resources to a
significant role in helping companies to achieve higher organisational performance. These proponents contend that the main
sources of competitive advantage are proactively created and maintained by firms through acquiring and accumulating their
strategic resources.

The Resource-Based View (RBV) analyzes and interprets internal resources of the organisations and emphasizes resources and
capabilities in formulating a strategy to achieve sustainable competitive advantages. Resources may be considered as inputs that
enable firms to carry out their activities. Internal resources and capabilities determine strategic choices made by firms while
competing in their external business environment. Firm’s abilities also allow some firms to add value in the customer value chain,
develop new products or expand in the new marketplace. The RBV draws upon the resources and capabilities that reside within
the organisation to create sustainable competitive advantages. According to RBV, not all the resources of the firm will be strategic
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and hence, sources of competitive advantage. Competitive advantage occurs only when there is a situation of resource
heterogeneity and resource immobility. Barney (1991) pointed out that the RBV explains that the internal resources, assets,
capabilities and knowledge of a firm are the critical determinants of the competitive position of the firm.

2.2.2  Dynamic Capability Theory

The DCT was initially introduced by David Teece and Gary Pisano in 1994. According to (Teece & Pisano, 1994), in the past
successful companies pursued a “resource-based strategy of accumulating valuable technological assets, often reserved by a
defensive approach towards intellectual property”. Das and Teng (2000) reported that the “resource-based strategy” was grounded
on the ideas of the “Resource-Based View” which attempted to explain that the source of competitive advantage lies within a
company’s ability to manage internal resources. The argument is that because some resources can be specific to firms and are not
easily imitated, firms differ in terms of their resource base. This inimitability is essentially what leads to competitive advantage.
At the heart of the RBV are the VRIN variables.

Bowman and Ambrosini (2003) opined that the main principle is that an organization is seen as a collection of resources that are
simultaneously valuable, rare, imperfectly imitable and non-substitutable, these variables essentially enable the company to reap
superior rents. In this context, the resource-based view focuses on the unique internal resources within firms and exploiting firm-
specific assets to achieve competitive advantage. Although the Resource-Based View is considered an influential management
theory it has been criticized to be conceptually vague and redundant, with limited focus on the mechanisms by which resources
contribute to competitive advantage. This is supported by Teece and Pisano (1994), who argued that the foundation of the
resource-based view is not capable of supporting sustained competitive advantage.

The DCT expands on two fundamental issues that were not discussed in other strategy approaches, such as the resource-based
view; the first being the firm’s ability to renew competencies to adapt to changes in the business environment and the second
being the ability of strategic management to use these competencies to match the requirements of the environment. Thus,
Eisenhardt and Martin (2000) opined that the resource-based view has not been able to adequately explain how and why
individual firms have a competitive advantage in situations of rapid and unpredictable change in which DC’s become the source of
sustained competitive advantage, the DC’s approach is proposed. In this sense, the DCT adds to the resource-based view by
attempting to improve theory by explaining the nature of sustainable competitive advantage, while also intending to inform
managerial practices.

2.3 Empirical Review

2.3.1  Penetration Strategy and Market share

Empirically, different studies have been carried out on penetration and market share. A study on Market Penetration Strategies and
Market Share of Mobile Tele-communications Service providers in Kenya done by Gacheo, Thuo and Byaruhanga (2016)
revealed that Market Penetration Strategy had a direct bearing on organizational competitiveness and market share in that higher
penetration rates imply better performance since the firm can generate and sustain profits that are more prominent than the normal
for that industry. Furthermore, Wainaina and Oloko (2016) study investigated the influence of Strategies for market penetration
and organisational growth: a soft drink case. The stratified random sampling technique has been used. The research randomly
chose a sample of 160 soft drink businesses. Data were collected and analyzed using both descriptive and inferential statistical
tools. Correlation analysis was used to identify the authority and direction of the two variables linear relationship. The findings
showed a connection between Penetration Policies and Organisational Development. Pricing strategy for penetration has been
negative and has no powerful effect on the development of the organisation. The study concluded that all the Market Penetration
Strategies are essential for organizational growth and that every one of them supplements one another and ought to be
incorporated in the marketing plan for an organization to increase its market share/market penetration and organizational growth.
However, the study context was a Case of Soft Drink. Mwiti (2011) investigated the use of Market Penetration approaches by
Essar Telecom Kenya. The investigator used primary and secondary data gathered using questionnaires and schedules for
interviews from managers in 5 functional units. The research also discovered that Pricing Strategies were used by the business to
penetrate the market. It also found that the company undertakes Market Segmentation as one of the ways of expanding its market
share.

A study by Chandola and Fu (2017) examined China Smartphone Companies ' market penetration approach for India Market: A
multi-case research. Following the most common methodology of multi-case study methodology construction theories, distilled
research results on the effective set of marketing policies from interviews with executives of four famous Chinese cell phone
manufacturers/brands entering the Indian market. Similarities in the company's business models were quite evident in the results
linked to their customer segment(s) strategy of creating innovative products that could afford them. The findings have also been
shown to a remarkable extent resemblance in their conduct concerning customer relationship management.

2.4 Theoretical Framework
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Given the theories explained above, the Dynamic Capabilities Approach is adopted here due to its advantage over the Resource-
Based View and other theories reviewed in focusing on both internal and external factors that are dynamic enough in creating
improved performance and competitive advantage. Whereas the resource-based view focuses more on aspects that are internal to
the firm, the dynamic capabilities concentrate on factors that are both internal and external and can be reconfigured to meet up
with internal and external expectations. Augier and Teece (2009) suggested that dynamic capabilities have a tripartite structure:
the capability to sense opportunities; the capacity to seize opportunities; and the capacity to manage threats through combination,
recombination and reconfiguration of assets inside and outside the enterprise’s boundaries which informed this research. With
Dynamic Capabilities, sustained operational performance comes from the firm’s ability to leverage and reconfigure its existing
competencies and assets in ways that are valuable to the customer but difficult for other competitors to imitate.

For organizations to be able to adopt effect growth strategies and profit from them, there needs to be some sort of dynamism in
their approach if they want to improve. This is where the idea of dynamic capabilities comes to play as they begin to sense, seize
and reconfigure their resources and capabilities to be able to penetrate and develop their markets, create new products and
diversify eventually. This here gives credence to the suitability of the dynamic capabilities theory over other theories that have
been reviewed, although they are relevant. Dynamic capabilities help firm’s sense opportunities and then seize them by
successfully reallocating resources, often by adjusting existing competencies or developing new ones.

Teece, Pisano and Shuen (1997) opined that the Dynamic capabilities extend the RBV by examining the sources of competitive
advantage in rapidly changing markets and refer to firms’ abilities to ‘integrate, build, and reconfigure internal and external
competencies to address rapidly changing environments. According to Teece (2010), the dynamic capabilities framework helps
identify the factors that impact firm performance, and as a result, is gradually developing into a theory of the modern organisation.
This framework offers a comprehensive, multidisciplinary approach to managerial decision-making. Dynamic capabilities include
strategic and Organisational processes, such as product development, alliance formation and strategic decision making, which are
deeply embedded in firms. Eisenhardt and Martin (2010) argued that the performance of the dynamic capabilities’ theory varies
across firms due to differential capacities of firms to integrate, utilize, renew, and reconfigure resources in response to the
changing environment.

2.5 Conceptual Model

Growth Strategy (X) Performance (Y)

L J

Penetration Strategy (1) = Market Share ¢1)

Fig 1- Researcher’s Conceptual model

3.0 METHODOLOGY

The study employed a cross-sectional survey research design. The cross-sectional survey research design was adopted to
obtain information from the focus population concerning the current status of the phenomena through primary data collection.
The population for the research comprised of selected Small and Medium Scale Enterprise that were registered with
SMEDAN, which were operating in Anambra State, Nigeria. The total number of registered SMEs with SMEDAN as of 2017
was 1,504. The sample size for the study was obtained using the research advisors table. Based on a confidence level of 95
and the level of precision of 5% the samples size was 322, with the addition of 30% for non-response rate, the sample was
given thus as 418. The addition of 30% to the sample size was to ensure that the response rate of the study was attained
significantly. Making provision for the non-response rate allows the researcher to improve the rate of response for the survey
[37]

Www.ijasre.net Page 99

DOI: 10.31695/IJASRE.2021.34023



http://www.ijasre.net/
file:///E:/ijasre-19/vol%205-5/published%20papers/www.ijasre.net
http://doi.org/10.31695/IJASRE.2021.34023

International Journal of Advances in Scientific Research and Engineering (ijasre), Vol 7 (5), May-2021

4.0 RESULTS AND DISCUSSION

Table 4.1: Summary of linear regression analysis for the effect of penetration strategy on the market share of selected small and
medium scale enterprises in Anambra State.

Variables B T Sig R R Std. Error of the
Estimate

Constant 7.276 8.204 .000 673% 452 3.246

PENETRATION .684 18.086 .000

a. Dependent Variable: MARKET SHARE F (396,1) = 327.118

Table 4.1 reveals the result of the simple linear regression test that was carried out to test the effect of the penetration strategies on
the market share of selected small and medium scale enterprises in Anambra State, Nigeria. The r = 0.673 is the correlation
coefficient which represents the strength and direction of the relationship between the penetration strategy and market share of the
small and medium scale enterprises. The coefficient reveals that there is a positive relationship between the penetration strategy
and the market share of the selected small and medium scale enterprises. Furthermore, it can be concluded that there is a medium
relationship between the two variables. Concerning the exact effect of the penetration strategies on market share, the r? = 0.452
shows the extent to which the penetration strategy explains the variation in market share of the selected small and medium scale
enterprises. The implication here is that the penetration strategies explain 45.2% of the variations that occur in the market share of
the selected small and medium scale enterprises. The p-value for the analysis was reported as less than the alpha benchmark of
0.05 thus implying that the analysis done, was statistically significant and, on that basis, the null hypothesis one that was
formulated will be rejected and we conclude that the penetration strategies significantly affect the market share of the selected
small and medium scale enterprises in Anambra State, Nigeria.

4.1 Discussion

The test of hypothesis revealed that penetration strategy has a significant effect on the market share of the selected small and
medium scale enterprises in Anambra state. In line with the provisions of literature, this finding aligns with other studies,
conceptually, theoretically and empirically. Conceptually, the linkage between penetration and market share was provided through
definitions of the variables. Market penetration is one of the Igor Ansoff growth strategic decision, that is aimed at creating more
shares for the existing market [53]. The strategy concentrates on gaining market competitiveness by having a sustainable market
share in the market [17]. Market penetration is a process in which the firm influence its strategies to increase its business
activities, through maintaining sales to current customers as well as looking for a potential customer to increase the volume of
sales, without changing its prime market and product strategy. On the other hand, market share is the percentage of the total sales
volume in a market captured by a brand, product, or company.

Empirically, the finding aligns with the provision of the findings of other research There was a connection between Penetration
Policies and Organizational Development, according to the findings. The pricing strategy for penetration has been negative and
has had little impact on the organization's growth. The study found that all Market Penetration Strategies are important for
organizational development, and that each one complements the others. They should all be included in a company's marketing
strategy if it wants to increase market share/market penetration and expand Wainaina & Oloko (2016), on the other hand,
conducted a report on market penetration strategies and organizational growth in Kenya's soft drink industry, and their results
confirmed that pricing and distribution strategies had negative effects on organizational growth and market share. Geographical
variations, as well as differences in methodological approaches to data collection and interpretation, may be the reason for
discrepancies in the results.

Theoretically, the findings in this study aligns with theoretical provisions especially with that of the theory that was adopted as the
anchor theory for the study. Related to this, Augier and Teece (2009) proposed a three-part framework for dynamic capabilities:
the ability to sense opportunities, the ability to capture opportunities, and the ability to handle risks through the combination,
recombination, and reconfiguration of assets inside and outside the enterprise's boundaries, which influenced this study.
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Sustaining operating efficiency with Dynamic Capabilities stems from the firm's ability to optimise and reconfigure its existing
competencies and assets in ways that are beneficial to the consumer but impossible for rivals to emulate.

To be able to implement effective growth strategies and benefit from them, companies must have some dynamism in their strategy
if they want to improve. This is where the concept of dynamic capabilities comes into play, as they begin to detect, capture, and
reconfigure their resources and capabilities in order to penetrate and improve their markets, produce new goods, and gradually
diversify. This lends credence to the suitability of the dynamic capabilities theory over other theories that have been tested, despite
the fact that they are applicable. Dynamic skills enable firms to detect and capitalise on opportunities by successfully reallocating
resources, often by adapting existing competencies or creating new ones.

5.0 CONCLUSION AND RECOMMENDATION

The study determined the effect of growth strategy and SME performance of selected small and medium scale enterprises in
Anambra state, Nigeria. In view of the empirical findings of the study, this study concludes that growth strategy (market
penetration) had significant effect on the performance (Market Share) of small and medium enterprises SMEs in Nigeria. The
study revealed that penetration strategy has a significant effect on the market share of the selected small and medium scale
enterprises in Anambra state. The study recommends that Penetration strategies should be given adequate attention and
consideration by different small and medium-sized enterprises to reap benefits. Penetration strategies which are an effective tool
for achieving better performance over rivalry firms should be adequately implemented by the organization.

5.1 Limitations of the Study

There are several limitations to the study. The methodology used for this research which includes; the research design chosen,
survey research design and confidentiality for respondents. Some of the respondents tend to hold back some information and not
provide correct responses to questions because they are not sure of the outcome of the research. Few of the SMEs not quick to
grant easy access for questionnaires administration due to issues bordering on the security of the owners. The limitation of simple
regression analysis is the nature of the data used. Too often analyses are carried beyond justifiable inference into assertions for
which there is no sound defence leading to errors of judgment.

The data collection method that was used in this study was another limitation. The data collection was primary and is based on the
use of a questionnaire as a research tool with some limits identified. Since the questionnaire was close-ended, there was no avenue
for the respondents to give inputs and or make changes the items of the questionnaire.

The researcher managed the limitations identified as follows; in the case of confidentiality of respondents, the researcher held the
respondents in high esteem and did not divulge information provided by them for any other purpose other than the research
purpose. By using the services of a research assistant to help educate them on the significance of the research, the researcher was
able to address this limitation and convince them to correctly fill out the questionnaire and return it on time.

5.2 Suggestions for Further Studies
The findings of this study suggest several areas for future research so as to enrich the research scope and to overcome the
limitation of the study; the researcher suggests the need for further studies to include the following:

e This study was carried out on selected small and medium-sized enterprises in Anambra State, future research should
examine the research variables in other geographical locations and research context, so as to increase the generalizability
of the findings.

e One of the shortcomings of cross-sectional research design is that information or data are collected only once at different
location. Future research could carry out this study using longitudinal research design, which takes into cognizance
performance over a period of time.

e  Further research is needed also to examine whether the findings of this study are applicable to other sectors of the
Nigerian economy and other countries and extending the research by integrating other variables such as firm
characteristics and competitive environment.
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