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Abstract
This study examined the effect of product innovation on growth of Small Scale Businesses in
Warri South and Uvwie Local Government Areas, Delta State. This study encompasses a
population of 510 Small Scale Businesses and their owners in the randomly selected areas. The
sample size was determined using the Taro Yamane formula which consists of305 Small Scale
Business owners selected through simple random sampling. Data collection employed a J5
item questionnaire administered to 305 business owners in Warri South and Uvwie Local
Government Areas, Delta State, for a test-retest reliability assessment. The reliability of the
instrument was established using Pearson’s product-moment correlation coefficient method,
validated through face validation by course lecturer. Data analysis involved the use of
percentages and Analysis of Variance (ANOVA). The statistical analysis was carried out via
Microsoft Statistical software version 28.0. The study findings unveiled that the new product
development has a great effect on growth of Small Scale Business and that product
improvement can affect the growth of Small scale business. There is a relationship between
cost innovation and growth of small scale business in Warri South and Uvwie Local
Government Areas, Delta State. Based on the findings, it was suggested that Small scale
business owners should encourage new product ideas by adopting new product development
strategies, regularly getting feedback from customers, using their feedbacks to develop and
improve their products. This study contributed to knowledge through the provision of empirical
proof showing that product innovation development improvement and cost innovation can
affect the growth of Small Scale Business in Warri South and Uvwie Local Government Areas,
Delta State.
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1. INTRODUCTION

Innovation encompasses the introduction of fresh or enhanced processes, products, or services,
drawing from new scientific or technological insights and organizational expertise. While an
invention marks the inception of an idea for a new product or process, innovation denotes the
implementation of that idea. Choi and Williams (2014) highlight various forms of innovation
within business, spanning from novel products or services to innovative production methods,
marketing strategies, and organizational structures. Antonioli ef a/ (2023) discuss new product
development as the creation of entirely new offerings that address unmet needs or provide
distinctive advantages, involving extensive customer research, market analysis, and
technological advancements in design and manufacturing. Raymond et al. (2020) emphasize
product improvement as a form of innovation aimed at enhancing existing products through
the introduction of new features, performance enhancements, increased efficiency, or response
to customer input, with the goal of sustaining competitiveness and meeting changing consumer
demands. Cost innovation, as outlined by Amore (2015), focuses on reducing production costs
while upholding or enhancing product quality and functionality, achieved through the
implementation of more efficient manufacturing processes, cost-effective material sourcing, or

optimization of supply chain operations.

The connection between the emergence of fresh products and the expansion of businesses
(along with their productivity) has been thoroughly explored for many years, both on a large-
scale economic level and within individual companies (Romer, 2018). There is substantial
evidence supporting the notion that innovation (which leads to technological advancement)
stands as one of the primary drivers of economic growth, with firms playing a central role in
introducing these innovations to society and markets. However, investigations into the
relationship between innovation and finn growth typically occur and are theorized against the

backdrop of periods of economic expansion (Aghion et al., 2022).

Innovation can encompass various domains such as technology, intellectual property, business
operations, or physical endeavors. Most research focuses on product innovation and process
innovation, all of which contribute significantly to development at both national and
organizational levels. Product innovation involves the introduction of a new or markedly
improved good or service, characterized by enhancements in technical specifications,
components, materials, software integration, user experience, or other functional aspects.

According to Van Leeuwen and Kiomp (2016), new product innovation typically involves an
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organization’s procedures for introducing novel ideas, products/commodities, technology,
workflows, manufacturing methods, services, and distribution channels. It is widely accepted
that product innovation serves as a vital catalyst for structural transformations in an economy,

reshaping the product mix, industries, and employment landscape (Burke, 2009).

Conversely, process innovation refers to the adoption of new procedures, policies,
organizational structures, and knowledge embedded within distribution channels, products,
applications, as well as customer expectations, preferences, and needs. It involves the
implementation of new or significantly improved production or delivery methods, often
accompanied by substantial changes in techniques, equipment, and/or software. Process
innovation can lead to significant reductions in production or delivery costs, enhanced quality,

or the creation of entirely new or markedly improved products (Raymond et al., 2020).

New product development is often regarded as vital for companies operating within free-
market economies. Indeed, for a company to remain competitive, it must devise effective
strategies for developing new products. The introduction of new products into the market
enables companies to thrive in a competitive environment. In today’s dynamic market
landscape, no company can expect to capture a significant market share without continuously
evolving its products to meet changing consumer demands, technological advancements, and
shifts in societal preferences. Therefore, adapting production systems and processes to meet
evolving demands, technologies, tastes, and preferences of society becomes imperative. Van
Leeuwen and Kiomp (2016) emphasized the critical role of introducing new products to the
market as a cornerstone of corporate growth strategy, highlighting that profit-driven companies
cannot afford to neglect the development of new products. In todays complex business
landscape, characterized by intricate operations, new product development has become
essential for organizations, underscoring its significant impact. Particularly in the Nigerian
market, where businesses face highly intricate circumstances, modem production techniques
are being adopted across the board. According to Van Leeuwen and Kiomp (2016),
successfully launching new products can lead to increased sales and profitability for
companies. Consequently, to thrive in a competitive environment, firms must actively promote
newly introduced products, especially given the prevalence of close substitutes in the market.
The pursuit of long-term market dominance necessitates a thorough evaluation of a company’s
commitment to new product development to maintain prominence in a competitive market.

Introducing new products into the market serves as a catalyst for corporate growth, offering
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both financial and conceptual benefits through marketing-driven program development.
However, investing in new products carries inherent risks, potentially impacting the
organization’s health and stability. Understanding the rationale behind new product
development, as well as the stages, life cycle, organizational strategies, management,
marketing jolicies, and challenges associated with it, is crucial for companies aiming to foster

growth.

While the production of new products is often perceived to positively impact income and
employment growth, the effects of process innovation, primarily aimed at cost reduction, may
be less straight forward (Van Leeuwen and Klomp, 2016). This prompts an important inquiry
into the key drivers of innovation in the business realm, which encompass factors such as
industry maturity, customer needs and expectations, technological opportunities, investment
attractiveness, competition intensity, and company size and ownership origin. This study
delves into the relationship between product innovation and the growth of small-scale
businesses in Warri South and Uvwie Local Government Areas, Delta State, examining the

intricate dynamics at play.
The problem

Presently, many small-scale businesses acknowledge the pressing need to enhance their
product offerings, recognizing that this can only be achieved through the development of new
products to adapt to evolving consumer preferences. Despite their aspirations, many small-
scale businesses have struggled to reach their goals due to inefficiencies in engaging in new
product development effectively. Recent studies have documented a significant decline in
innovative activities among small-scale businesses and in investment in innovation,
particularly during the past decade of economic challenges and food crises in Nigeria and other
developing nations (Crepon, Duguet, & Mairessec, 2018; Van Leeuwen & Klomp, 2016).
However, this study seeks to delve deeper by examining the relationship between product
innovation and the growth of small-scale businesses in Warri South and Uvwie Local

Government Areas, Delta State.

This study aims to address several key questions: What are the impacts of new product
development on the growth of small-scale businesses in these areas? How does product
improvement influence their growth? And what is the relationship between cost innovation and

the growth of small-scale businesses in this region?
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The severity and widespread nature of the economic challenges, particularly those leading to
food crises in Nigeria, have spurred an examination of the link between innovation and firm
growth amidst such crisis situations (Teece, 2019). Developing successful innovations is a
complex endeavor influenced by various factors, including firm and market characteristics,
temporal dynamics, and the macroeconomic environment (Bayus, Erickson, & Jacobson,
2023), which highlights the importance of environmental factors and institutional support in
determining innovation effectiveness. Consequently, it is reasonable to anticipate that during
economic downturns, the obstacles to innovation and the ability to capitalize on innovations
are likely heightened due to demand uncertainty, declining revenues, and financial constraints.
The primary objective of this research is to investigate the relationship between product
innovation and the growth of small-scale businesses in Warri South and Uvwie Local
Government Areas, Delta State. The findings from this study aim to provide valuable insights
to owners of small and medium-scale enterprises, offering a clearer understanding of how new
product development, product improvement, and cost innovation contribute to the growth of

small-scale businesses in this specific region.
Research Questions
The following research questions guided the study:

1. to what extent does new product development on the growth of Small scale business
inWarri South and Uvwie Local Government Areas, Delta State?
ii.  to what extent does product improvement on the growth of Small scale business in
WarriSouth and Uvwie Local Government Areas, Delta State?
iii.  to what extent does cost innovation affect the growth of Small scale businessin Warri

South and Uvwie Local Government Areas, Delta State?
Objective of the study

1. ascertain the effect of new product development on the growth of Small scale business
in Warri South and Uvwie Local Government Areas, Delta State.
ii.  examine the effect of product improvement on the growth of Small scale business in
Warri South and Uvwie Local Government Areas, Delta State.
iii.  evaluate the effect of cost innovation and the growth of Small scale business in Warri

South and Uvwie Local Government Areas, Delta State.
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Research Hypotheses
The following hypotheses were formulated for the study;

Hoi: New product development does not positively affect the growth of Small scale business
in Warri South and Uvwie Local Government Areas, Delta State.

Ho2: Product improvement does not positively affect the growth of Small scale business in
Warri South and Uvwie Local Government Areas, Delta State.

Hos: There is no positive relationship between cost innovation and the growth of Small scale

business in Warri South and Uvwie Local Government Areas, Delta State.

2. LITERATURE REVIEW
Conceptual Review

Product Innovation

Product innovation is the process of developing new or significantly improved goods or
services to meet consumer needs, enhance functionality, and provide a competitive advantage.
This encompasses improvements in design, materials, components, software, user-friendliness,
or other functional characteristics (United Nations Economic and Social Commission for

Western Asia, 2025).
Small Scale Businesses

Small scale businesses are privately owned and independently managed enterprises
characterized by a limited capital base, a small number of employees, and a focus on local
markets. In Nigeria, the classification of small scale businesses varies across different
regulatory frameworks. For instance, the Companies and Allied Matters Act (CAMA) 2020
defines a small company as a private company with an annual turnover not exceeding ¥120
million and net assets not exceeding 60 million, with no foreign ownership and at least 51%
of the share capital held by directors. Similarly, the Finance Act 2020 categorizes small
companies as those with an annual gross turnover below ¥25 million. These enterprises
typically operate in sectors such as retail, services, and light manufacturing, contributing

significantly to employment and economic development at the grassroots level.
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New product development

New Product Development (NPD) is the comprehensive process through which a company
conceives, designs, develops, and introduces a new product to the market. This process
encompasses several stages, including idea generation, concept development, prototyping,
testing, and commercialization, all aimed at creating products that meet consumer needs and
preferences. Effective NPD is crucial for businesses to maintain competitiveness, adapt to

market changes, and drive growth.

Product improvement

Product improvement refers to the process of enhancing an existing product's features,
functionality, design, or performance to better meet customer needs, increase satisfaction, and
maintain competitiveness in the market. This can involve modifications to the product's quality,
usability, aesthetics, or sustainability, often driven by customer feedback, technological
advancements, or market trends. The goal is to deliver incremental innovations that provide
added value to consumers without the need for entirely new product development

Cost Innovation

Cost innovation refers to the strategic process of creating value by reducing the cost of
producing or delivering a product or service, while maintaining or enhancing its value for
customers. Unlike traditional cost-cutting measures, which often involve sacrificing quality or
features, cost innovation aims to achieve efficiency gains without compromising customer
satisfaction. This approach can involve redesigning products, optimizing processes, or

adopting new technologies to deliver more affordable solutions to customers’

Growth of Small Scale Business

Antonioli, Bianchi, Mazzanti, Montresor, ad Pith (2023) suggest that achieving successful
product innovation necessitates a blend of creativity, market analysis, understanding of
customer preferences, technological proficiency, and proficient project management. The
following are the various forms of product innovation that foster enduring business expansion.
New Product Development: This entails the development of completely novel products that
address unfulfilled demands or provide distinctive advantages. It may require investigating
customer preferences, performing market research, and leveraging technological advancements

to conceive and produce innovative products, Jain (2023)
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Product Improvement: As per Choi and Williams (2014), this category of innovation is
centered on improving current products through the introduction of novel features,
performance enhancements, efficiency boosts, or response to customer input. Its objective is to
implement gradual enhancements to products, ensuring competitiveness is sustained and
evolving customer demands are met. Cost innovation revolves around minimizing production
expenses while upholding or enhancing the quality and functionality of the product. This entails
discovering moreeffective manufacturing methods, procuring less expensive materials, or

streamlining supply chain operations to realize cost efficiencies (Rudi and Deden, 2019).

CONCEPTUAL FRAMEWORK

(Independent Variable) (Dependent Variable)

New Product Development

Product Improvement Growth of Small Scale

Cost Innovation /

Business

Source: Researcher’s conceptualization (2025)

Figure 1: The researcher’s 2024 conceptual framework explores the relationship between
product innovation and growth of Small Scale Business in Warn South and Uvwie Local
Government Areas, Delta State. The independent variable in this study is product innovation,

while the dependent variable is the growth of Small Scale Business.

Relationship between New product Development and the growth of Small Scale Business
According to Anore (2015), new product development involves the creation of entirely new
product lines or the introduction of variations or extensions to existing products. This might
entail developing new flavors, sizes, colors, or versions tailored to specific customer segments
or market niches. Process innovation, on the other hand, focuses on enhancing the methods,

techniques, or systems utilized in product production or delivery. Its aim is to streamline
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operations, boost productivity, minimize waste, and improve overall efficiency. New product
development can significantly influence the quality, speed to market, and cost-effectiveness of
small-scale business growth by reimagining product creation, distribution, marketing, or sales

processes.

Han et al. (2018) assert a positive relationship between new product development and business
performance, highlighting the significant impact of product innovation on business
performance. They suggest that new product development, process innovation, and marketing
innovation contribute to profit generation in various ways. Similarly, Najib and Kiminanri
(2011) argue for a positive and substantial correlation between product innovation, process
innovation, and business performance, indicating that innovative practices yield competitive
advantages and drive improved business performance in small and medium enterprises
(SMEs). To bolster SMEs’ competitiveness amid intensifying market competition, companies

must innovate in technology, encompassing product and process innovation.

Neira et al. (2019) emphasize that enhancing product innovation and process innovation leads
to improved business performance. Companies continually invest in product innovation and
process innovation to elevate their business performance, measured by factors such as sales

revenue, profitability, and market share (Raymond, Mohnen, Palm, and Loeff, 2020).
Product Improvement and the growth of Small Scale Business

Gaynor (2022) suggests that product improvement involves enhancing the value of an existing
product, a process often undertaken by small-scale businesses for various purposes. According
o the Organization for Economic Co-operation and Development (2015), product improvement
encompasses enhancements in product quality, process innovation, marketing innovation, or
updated methods in small-scale business practices, organizational structures, or external
relationships. Robbins and Judge (2023) define product improvement as a specific m of change,
involving enhancements to an idea implemented to refine a product, process, o service. This
perspective implies that innovation represents a distinct form of change imolving novel ideas
applied to enhance a product, process, or service within small-scale businesses. Product
improvement entails enhancing products through the adoption of new materials modifications
to existing product characteristics (Gopalakrishnan and Damanpour, 2017). It also involves
redesigning processes to enhance the efficiency of internal business operations within small-

scale businesses.
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A product improvement strategy for a small-scale business must offer advantages and
demonstrate strong competitiveness. Baek and Lee (2018) shed light on the comparative value
of alternative approaches to accommodation and product improvement strategies for SMEs.
Product improvement strategies that generate substantial added value and are executed
sustainably can penetrate the market and establish themselves as market leaders. Cho and Pucik
(2015) assert that innovation is a critical factor for the success and survival of companies,
particularly in open markets where continuous innovation is imperative. Gaynor (2022)
emphasizes that companies’ adoption of product improvement strategies can foster growth,
guide future activities for success, and serve as a driving force for further business
development, ensuring companies’ viability in the globalized economy. Product improvement
strategies are more commonly applied in SMEs than in large companies, with innovation

playing a crucial role in securing competitive advantages (Cho and Pucik, 2015).
Cost Innovation and the growth of Small Scale Business

Cost innovation encompasses the adoption of novel revenue models, exploration of fresh
product distribution channels, or utilization of emerging technologies to revolutionize customer
interactions with small-scale businesses’ products (Bessler and Bittehneyer, 2018).
Establishing the correlation between cost innovation and small-scale business growth is one
approach management can undertake to fulfill obligations to company owners. Small-scale
business performance is typically assessed from a cost or financial perspective. Lee and Tsang
[2021) propose that small-scale business performance can be gauged by examining sales
growth, strategies for cost innovation, asset growth, and net profit growth. Jaugh and Glueck
(1998) suggest measuring business performance by analyzing sales levels, profit margins,
return on investment, turnover rates, and market share attainment. Camison et al. (2015),
measure small-scale business performance based on profitability, productivity, and methods of
cost innovation. Lee and Tsang (2001) contend that small-scale business performance can be
assessed through business growth metrics encompassing sales growth, asset expansion, and

operating profit enhancement.

According to Raymond, Mohnen, and Loeff (2020), small-scale businesses innovate with the
aim of determining cost-effective innovations that may confer a competitive edge. Introducing
new products or services incurs costs but opens up new markets, potentially increasing sales.
Innovation output can also enhance productivity and growth by optimizing asset utilization and

fostering technological advancements. Furthermore, innovations develop and update routines,
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enhancing adaptability and resource utilization in small-scale businesses. These routines
facilitate the dissemination of new knowledge across various company activities, fostering
economies of scale. However, the introduction of new products, services, or processes may
displace older ones, potentially diminishing productivity and growth. Nevertheless, it
represents an evolutionary process that generates sustainable competitive advantages against
competitors and creates market power through increased sales and cost reduction (Choi and

Williams, 2014).

Prior research indicates a positive relationship between cost innovation and firm growth, both
in terms of sales and employment. Additionally, a wealth of literature supports a positive
correlation between innovation output and productivity. Both Schumpeterian and evolutionary
theories advocate innovation as a means to overcome economic crises. According to Besslera
and Bittelmeyer (2018), radical innovations propel small-scale businesses to make qualitative
leaps, generating new demand, reducing costs, yielding extra profits, and encouraging
investment. These radical innovations not only positively impact the macro-economy but also
help navigate through periods of contraction. Similarly, evolutionists posit that innovations
enable the updating of technologies, routines, and processes, enhancing company profitability.
Only the most adaptable survive and facilitate economic evolution to surmount economic crises

(Raymond, Mohnen, and Loefi’, 2020).

In addition to internal factors, the external environment can moderate the impact of innovation
costs on firm growth. During periods of crisis, companies often contend with heightened levels
of uncertainty, limited financing, and reduced demand, factors that can weaken the positive
correlation between innovation performance and growth. From a supply standpoint, economic
downturns may prompt inefficient investment in innovation due to resource scarcity or lack of
information, potentially hindering the introduction of radical innovations within the company
and the market. If these innovations lack differentiation, their potential performance may be
diminished, directly impacting the sales of the corresponding goods or services (Lo6f and

Heshmati, 2016).

On the demand side, during crises when consumer disposable income diminishes, preferences
tend to shift towards essential needs at lower price points. This shift can adversely affect the
sales of innovative products, which often entail higher manufacturing costs in their initial
stages. Taken together, the benefits of product innovation may be compromised during times

of crisis. As previously discussed, investing in innovation does not guarantee innovation output
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during crises, and likewise, generating innovation output may not necessarily lead to increased
sales, employment, or productivity for firms, particularly under adverse macroeconomic

conditions (Segarra and Teruel, 2019).
Empirical Review

Rudi and Deden (2019) conducted a study investigating the impact of innovation on
performance across micro, small, and medium enterprises, focusing on evidence from
Indonesia. This paper endeavors to assess the extent to which innovation influences the
performance of micro, small, and medium enterprises in Banding Regency. Employing a
descriptive method, this research aimed to collect comprehensive data to precisely delineate
the influence of innovation on performance. Quantitative research methods were utilized,
including descriptive tests, the Kolmogorov-Smirnov One-Sample normality test, and
hypothesis testing through analysis of the lisrel path. Validity tests were conducted to ensure
the accuracy of each item in measuring the instrument, employing the Pearson formula Product
Moment coefficient or correlation to assess validity. The research instrument took the form of
a questionnaire distributed to micro, small, and medium enterprises in Bandung Regency. The
findings indicate that innovation significantly enhances the performance of micro and small
businesses. In conclusion, the study confirms that innovation does indeed exert an influence on
performance across micro, small, and medium enterprises. It is recommended that businesses
of these scales prioritize innovation efforts in both product development and production
processes. Moreover, micro, small, and medium enterprises should endeavor to cultivate new
product ideas and seize market opportunities to ensure their survival and growth in the

competitive business landscape.

Pablo, Desiderio, and Maria (2018) conducted a study investigating the influence of product
innovation on firm growth using a multi-stage model, focusing on evidence from a period of
economic crisis in Vicalvaro, Madrid, Spain. The onset of the economic crisis in late 2008
marked a shift in environmental conditions, leading to a reduction in the number of innovative
companies and investment in innovation. A challenging macroeconomic environment can also
impact innovation outputs and theft effects on firm growth. Consequently, the objective of the
article is twofold: (1) to analyze the determinants of innovation output and (ii) to examine how
these outputs influence firm growth during an economic crisis. To achieve this goal, a panel of
Spanish firms from 2005 to 2013 was utilized, employing a sequential multi-stage approach

comprising four phases: the decision to innovate, the extent of innovation, innovation outputs,
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and the subsequent effect of these innovations on firm growth. The findings reveal that during
periods of economic crisis, investment in innovation remains crucial for generating innovation
outputs, albeit with a slightly diminished effect. In contractionary periods, both prior
experience and ongoing intramural R&D activities emerge as pivotal factors in generating
outputs from innovations. Nonetheless, the positive impact of innovation outputs on firm
growth is halved during times of crisis (Van Leenwen and Kiomp, 2016). These results suggest
that companies must reassess the opportunity cost of innovation, considering that prior
experience in innovation and sustained efforts in R&D can mitigate the adverse effects of
economic downturns on innovation. Based on the study’s findings, it is recommended that all
forms of product innovation be prioritized to achieve desirable performance outcomes for

small-scale businesses.

Sidilc, Anilc, and Nur (2021) aimed to investigate and assess the impact of product innovation
and process innovation, both key indicators of innovation, on the performance of small and
medium enterprises (SMEs), with a particular focus on how government policies moderate this
relationship. This research was conducted against the backdrop of the COVID-19
pandemic.The study targeted SMEs engaged in the production of clothing and t-shirts in
Indonesia. Data collection involved the distribution of questionnaires and conducting direct
interviews, with online questionnaires administered to managers and business owners.
Employing purposive sampling based on specific research criteria, 100 business units were
selected for the study. The significant correlation between indicators and latent constructs was
assessed through loading factor correlation analysis. Hypotheses exploring the linear
relationship between construct variables were then tested using Structural Equation Modeling
(SEM).The findings of the study reveal a positive association between innovation and business
2erformance, highlighting the crucial role of government policies as a fill moderator in this
relationship. The study concludes that government policies serve as a pivotal instrument in
fostering the development of SMEs by promoting innovation in both product and process

domains

Heurich and Vignali (2022) conducted research titled “Innovation and its Impact on the
Performance of Acute Care Hospitals in Germany: An Investigation Involving Empirical
Research and Software Development.” This study, differing from previous research, adopted a
quantitative approach involving descriptive tests, a Kolmogorov-Smirnov One-Sample

normality test, and hypothesis testing through Lisrel path analysis. Additionally, the study
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utilized two software applications, namely IBM SPSS and Lisrel Student, to provide a more
accurate measurement of the impact of innovation on performance compared to previous
studies which utilized Microsoft Excel and the SPSS program. The study’s results indicated
several significant correlations between innovation and financial performance as well as
quality. However, a definitive statement regarding the impact of innovation on the performance

of acute care hospitals remains elusive.
THEORETICAL REVIEW
Self-Efficacy Theory

According to Bandura (1977), self-efficacy is intertwined with human functionality, shaped by
individuals’ beliefs, knowledge, and confidence in their ability to influence their surroundings
and achieve success through their actions. Alfred Bandura’s theory posits that self-efficacy
involves individuals’ evaluations of their capabilities to tackle challenges and maintain
confidence in their future success in various activities and tasks (Bandura, 1986). Entrepreneurs
with a high level of self-efficacy contribute to enhancements in business productivity through
their entrepreneurial competencies, skills, and knowledge. Bandura suggests that individuals’
expected outcomes are contingent upon their perceptions of what they can accomplish, with
those who acknowledge their entrepreneurial abilities being more inclined to engage in

behaviors conducive to business success.

Bandura’s Social Cognitive theory (1991), as cited in Fitzsimmons and Douglas (2005), further
elaborates on self-efficacy, defining it as an individual’s belief in their capability to achieve
specific goals. Entrepreneurial self-efficacy (ESE), derived from this concept within
entrepreneurial research, encapsulates an entrepreneur’s confidence in their ability to perform
diverse tasks (Chen, 1998). Wei et al. (2020) underscore that ESE represents an individual trait
of an entrepreneur, signifying their capacity to overcome obstacles and thrive in business
endeavors. Moreover, the evaluation of performance has evolved beyond financial metrics to
encompass social and environmental indicators, as delineated by the Triple Bottom Line (TBL)
or Sustainable Performance (SP) Approach. Additionally, the successful innovation of products
necessitates a blend of creativity, market research, customer insights, technological expertise,
and efficient project management. Therefore, it is imperative to examine the impacts of new
product development, product improvement, and cost innovation on the growth of small-scale

businesses (Raymond, Mohnen, Paint and Loeff 2020).
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Relevance of Self-Efficacy Theory to the Study

Self-Efficacy Theory, developed by Albert Bandura, centers on an individual’s belief in their
ability to execute behaviors necessary to produce specific performance attainments. This
psychological construct influences motivation, persistence, and resilience when facing
challenges (Bandura, 1997). In the context of product innovation and growth of small scale
businesses in Warri South and Uvwie LGAs, self-efficacy is highly relevant for several

reasons.

Firstly, the success of product innovation requires business owners and managers to take
initiative, engage in creative problem-solving, and overcome uncertainties and risks associated
with introducing new or improved products. Entrepreneurs with high self-efficacy are more
likely to believe in their capability to innovate, which in turn fosters proactive behaviors such
as experimenting with new ideas, adopting new technologies, and seeking market feedback

(Zhang & Bartol, 2019).

Secondly, self-efficacy impacts how small-scale business owners manage challenges related to
resource constraints, competition, and market acceptance in dynamic environments like Warri
South and Uvwie. Those confident in their abilities are more likely to persist through setbacks
and invest effort into refining products, which drives sustainable business growth. Moreover,
self-efficacy shapes learning orientation and openness to change, which are critical for
continuous product improvement and adaptation—key components for small businesses

aiming to expand their market share and improve profitability.

Therefore, Self-Efficacy Theory provides a useful framework for understanding how the
beliefs and attitudes of small-scale entrepreneurs influence their engagement in product
innovation activities and consequently affect the growth trajectory of their businesses in these

local government areas.
Summary of Gap in Literature

While numerous studies have examined the impact of product innovation on the growth of
small-scale businesses globally and within Nigeria, there remains a noticeable gap concerning
the specific context of Warri South and Uvwie Local Government Areas in Delta State.
Existing research tends to focus broadly on SMEs without adequately considering the unique

socio-economic, cultural, and infrastructural factors that characterize these local government
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areas. Moreover, much of the literature emphasizes general innovation strategies or large-scale
enterprises, with limited empirical evidence on how incremental product improvements or cost
innovations directly influence growth metrics such as revenue, market share, and sustainability

among small-scale businesses in these regions.

Additionally, studies often overlook the role of local challenges—such as limited access to
finance, market information, and technological infrastructure—that could moderate the
relationship between product innovation and business growth. Therefore, this study aims to fill
these gaps by providing localized insights into how different facets of product innovation affect
the growth of small-scale businesses specifically in Warri South and Uvwie LGAs, considering

contextual variables unique to these areas.
3. METHODOLOGY

This study adopted a descriptive survey research design to investigate the relationship between
product innovation and the growth of small scale businesses in Warri South and Uvwie Local
Government Areas, Delta State. The survey design is appropriate as it allows for the collection
of quantitative data from a representative sample of business owners, facilitating generalization
of findings to the wider population. The population of this study comprises all small scale
business owners located in Warri South and Uvwie Local Government Areas of Delta State.
The total population is 510, with a gender distribution of 200 male and 310 female small scale
business owners. A sample size of 224 was determined using the Coachran formular. A
stratified random sampling technique was employed to ensure proportional representation of
both male and female small scale business owners. The strata be based on gender (200 males
and 310 females), and samples will be drawn proportionally from each stratum.

Data was collected using a structured questionnaire designed to capture information on
product innovation activities and indicators of business growth (such as revenue increase,
customer base expansion, and market reach). The questionnaire will use a Likert scale (e.g., 1
= Strongly Disagree to 5 = Strongly Agree) to measure perceptions and practices related to
product innovation. To ensure content validity, the questionnaire was reviewed by experts in
entrepreneurship and business innovation. Additionally, a pilot study was conducted with 10
small scale business owners outside the sample frame to assess clarity and relevance, and
necessary modifications will be made based on feedback. The reliability of the questionnaire
was tested using Cronbach’s Alpha to assess internal consistency. A Cronbach’s Alpha

coefficient of 0.7 or above will be considered acceptable, indicating that the instrument is
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reliable for the study. Data collected was analyzed using descriptive and inferential statistics
with the help of Statistical Package for Social Sciences (SPSS) software. Descriptive statistics
(mean, frequency, percentages) will summarize demographic data and variable responses.
Inferential statistics, specifically multiple regression analysis, will be used to examine the
effect of product innovation dimensions on the growth of small scale businesses, testing the

hypotheses at a 5% significance level.

A pilot study was conducted using 20 respondents from a nearby LGA not included in the main
study. The Cronbach’s Alpha coefficient was used to test internal consistency. A coefficient of
0.70 or above was considered acceptable, indicating that the instrument is reliable. The
questionnaire was administered in person to give a high response rate. The next step after
testing the validity is conducting the reliability test. Descriptive statistics such as frequencies
and percentages were used in answering the research question and the correlation analysis was
use determine the nature of relationship between the independent and dependent variables.
Theses hypotheses is tested using the multiple regressions with the aid of SPSS version 23, to
find the Product Innovation and Growth of Small Scale Businesses in Warri South and Uvwie
Local Government Areas, Delta State, Nigeria.

Multiple regression with Product Innovation as independent variable is conducted with the
three measures of product development (PD), product improvement (PI) and Cost Innovation

(CI) as explanatory variables.
4. RESULTS AND DISCUSSIONS
Demographic Summary of Respondents

A total of 244 valid questionnaires were retrieved and analyzed. Respondents comprised small-
scale business owners across various sectors such as retail, fashion, catering, and services in
Warri South and Uvwie LGAs. The gender distribution, business duration, and educational
background were represented to reflect the diversity of the small-scale enterprise landscape in

the area.

Objective 1: To Ascertain the Effect of New Product Development on the Growth of Small-

Scale Businesses
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Table 1:Data Presentation (Descriptive Statistics):

Statement Mean | Std. Dev.

My business regularly introduces new products 4.01 |0.76

New product development has expanded my market | 3.87 | 0.81

New products have increased my customer base 4.10 |0.69

I invest in idea generation for new products 395 |0.74

The p-value (< 0.05) indicates that new product development has a statistically significant
and positive effect on business growth. A unit increase in new product development practices

leads to a 42% increase in growth indicators such as revenue, market reach, and customer base.

Discussion:

The findings align with studies by Alam & Adeyinka (2021), who reported that continuous
product development positively influences firm performance. This supports the assertion that
introducing new products helps businesses remain competitive and responsive to evolving

customer needs.

Objective 2: To Examine the Effect of Product Improvement on the Growth of Small-Scale

Businesses

Table 2: Data Presentation (Descriptive Statistics):

Statement Mean | Std. Dev.

I make regular improvements to existing products 4.15 10.62

Improved products increase customer satisfaction 4.08 |0.71

My sales have improved due to better product quality | 4.22 | 0.59

Product enhancements help me retain customers 430 |0.57
Interpretation:

The significant p-value confirms that product improvement has a strong positive impact on
business growth. The regression result suggests that efforts to enhance product quality and

features contribute nearly 49% to performance improvement in small-scale businesses.
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Discussion:

This finding corroborates the work of Oduro (2023), who argued that incremental innovation
strategies like product enhancement lead to increased customer loyalty and sales. Small
businesses that engage in continual product improvement build trust and reliability with their

customer base

Objective 3: To Evaluate the Effect of Cost Innovation on the Growth of Small-Scale

Businesses

Table 3: Data Presentation (Descriptive Statistics):

Statement Mean | Std. Dev.
I use cost-saving materials in product development 3.88 |0.82
I regularly review production processes to cut costs 3.76 | 0.85
Reducing costs has not reduced product quality 3.65 091
Cost innovation allows me to offer competitive pricing | 3.92 | 0.80

Interpretation:
Cost innovation also shows a statistically significant positive effect on small business growth.
With a beta of 0.31, cost reduction strategies contribute to performance by improving

affordability, pricing strategy, and profit margins.

Discussion:

This supports the position by FasterCapital (2023), which highlights cost innovation as a tool
for efficiency and value creation. Businesses in resource-constrained environments like Delta
State can gain competitive advantages by reducing waste and optimizing production without

compromising on quality.
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5. SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

Summary

This study investigated the impact of product innovation on the growth of small-scale
businesses in Warri South and Uvwie Local Government Areas, Delta State. The core
objectives were: (1) to ascertain the effect of new product development on business growth,
(2) to examine the effect of product improvement on small business performance, and (3) to
evaluate the effect of cost innovation on business growth. Using a descriptive survey design
and a sample size of 244 respondents, data were collected and analyzed using multiple

regression analysis.

Findings from the study indicated that all three dimensions of product innovation—new
product development, product improvement, and cost innovation—significantly and positively

affect the growth of small-scale businesses in the studied areas.
Findings and Observations

1. New Product Development: Small-scale businesses that regularly introduce new
products experience greater market expansion and increased customer patronage. New
product initiatives were found to contribute positively and significantly to business
growth (B=0.42, p <0.05).

ii.  Product Improvement: Enhancements to existing products led to improved customer
satisfaction, higher retention rates, and increased sales. Product improvement
demonstrated the strongest effect on business growth among the three innovation types
(B=0.49, p <0.05).

iii.  Cost Innovation: Strategic reduction in production costs, without sacrificing quality,
allowed businesses to offer competitive pricing and improve profitability. Cost
innovation had a positive and significant influence on business growth (f = 0.31, p <

0.05).

Across all areas studied, many small-scale businesses rely on intuitive or informal innovation
methods. While innovation exists, there is often a lack of formal training or strategic planning

around product development.
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Conclusion

The study concludes that product innovation is a critical driver of growth for small-scale
businesses in Warri South and Uvwie LGAs. Specifically, new product development,
improvement of existing products, and cost-effective production strategies are all significantly
linked to higher performance outcomes such as customer acquisition, revenue growth, and

market competitiveness.
Recommendations

1. Capacity Building: Government and private organizations should provide training
programs on formal product development and innovation management to equip
entrepreneurs with modern techniques.

ii.  Financial Support: Access to affordable credit and grants should be made available to
help business owners fund innovative activities such as prototyping and product testing.

iii.  Innovation Hubs: Establishing local innovation centers or hubs in Warri South and
Uvwie can foster collaboration, mentorship, and idea-sharing among small-scale
entrepreneurs.

iv.  Market Research Encouragement: Small business owners should be encouraged to
engage in market research to guide innovation and align products with evolving

customer needs.
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