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DETERMINANTS OF SMEs’ PERFORMANCE - FROM BUSINESS
STRATEGY TO INNOVATION
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Abstract: Small and medium enterprises have important contributions to the development
of nations. The implementation of a strategy that promotes innovation is vital for business
performances. This study aims to predict the impact of business strategy and innovations on
the market and financial performances of the business. The online survey was used to
collect the data from the managers of manufacturing SMEs of an emerging market,
Thailand. A total of 392 valid data set were received from the participants of the study. The
partial least square structural equation modeling (PLS-SEM) has been used to analyze the
data. The results of the study show that business strategy, process, product, and
organizational innovations are important antecedents that improve small and medium
enterprises performances. However, the results depict that organizational performance has
an insignificant effect on firm financial performance. The study contributed to the literature
of resource-based view theory and provide useful implications to the managers related to
business strategy and innovations that improve market and financial performances of the
SMEs in the emerging markets.
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Introduction

The global manufacturing industry is growing tremendously and contributing to the
development of the national economy, as estimated by Mamman et al. (2019), the
global trade is composed of 80% manufactured products. Similarly, the Small and
medium enterprise sectors (SMEs) of Thailand are establishing and growing to
contribute to the national economy of the country. Dube and Chipumho (2016)
posit that the Thai SMEs sector is one of the most vibrant and significant sectors of
the country that has played a huge role in employment opportunities and GDP
growth of the country. As part of the national economy, social development, and
the prospect of the SME sector, the Thai government has initiated and implemented
policies to promote this sector. Particularly, the Thai government plans to provide
financial support, improve infrastructure and develop SMEs to connect it with
global markets (Jones and Pimdee, 2017). However, to realize this goal, the SME
sector in Thailand has faced major hurdles to utilize resources and develop
businesses. The major obstacles in this regard are indicated by Suvittawat (2019)
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include (1) the access to international markets due to low standard of products
quality, (2) shortage of skilled labors, especially at technical and managerial levels
that met the demand of international markets and design products to match the
benchmark, (3) lack of strategies to retain the capable and skilled employees, (4)
inefficient work system at the organizational level and inadequate training facilities
to develop employees skills, (5) lack of advanced technology and equipment, (6)
and finally, the unavailability of required financial assistance to meet these
requirements. This volatile market of Thailand demands effective and efficient
strategies that meet current market demands and help SMEs to grow successfully.
Extant literature depicts that business strategy has a huge role in the development
and success of SMEs' growth and profitability (Latifah et al., 2020). In the past,
researchers have argued businesses that have clearly articulated the strategies have
achieved high performance and growth (Swamidass and Newell, 1987). Similarly,
Badri et al. (2000) found that business performances were improved by
implementing different strategies. Later, the study of Singh et al. (2010) has
revealed that the development of an effective business strategy leads to high
performance and competitive advantage. In addition to implementing strategies
successfully, existing literature provides ample support regarding the importance of
product, organizational, and process innovations in business non-financial and
financial performances (Latifah et al., 2020). Researchers argue that innovation is
the main foundation of competing in the market and make an expansion that
eventually leads to successful business growth (Clark, 2010). According to
Nicholas et al. (2011), innovation refers to the implementation of new ideas at the
business level that improves processes, products, services, marketing, and
organization performance. Harmancioglu et al. (2007) also defined innovation as
the implementation of new and improved business processes, product designs,
marketing, services, and organization methods.

This study contributes in multiple ways to the literature of SMEs and business
strategy as it will create a link between business strategy and different types of
innovations. Although the term product and organizational innovations have been
used by previous researchers limited studies have delved into the effects of
business strategy on different types of innovation. Makanyeza and Dzvuke (2015)
argued that innovation is essential for firm competitive advantage and successful
business operations. According to Bhaskaran (2006), innovation is the key
component of business strategy as it will solve operational issues, design new
products and correlates with business policies. Therefore, the effect of business
strategy on different types of innovation is paramount as it will help SMEs
creatively solve business problems and outperform the competitors. Secondly, the
study will assess the impact of innovations on firm marketing and financial
performances. Third, the finding of the study will provide important insights to
entrepreneurs and marketing managers to compete in the market and gain a
competitive advantage through different innovation strategies.
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Literature Review

The underpinning resources-based view (RBV) theory has been used in this study
to evaluate the impact of business strategy and innovations on business
performances in the manufacturing SMEs in Thailand. The theory of resources-
based view was first proposed by Wernerfelt (1984), who argued organizations'
unique and unmatchable capabilities and resources are the reason to create
competitive advantage. Later, many researchers argued that organizations'
unmatchable and rare capabilities that are inimitable create competencies (Astuti
and Datrini, 2021). Based on the assumption of RBV theory, an organization's
resources and unique competencies are the main sources that improve business
performances (Muangmee et al., 2019). Organization competencies have a wide
range that covers many aspects depending upon the circumstances in which it
operates (Hitt et al., 2011). There are external and internal threats that affect
business performances and a firm with an innovative strategy would better compete
to the environmental circumstances (Asadi et al., 2021). From the perspective of
resource-based view theory, business strategy, product innovation, organizational
innovation, and process innovations are vital elements that support business
performances (Muangmee et al. 2021; Martinez Gonzalez & Kobylinska, 2019;
Nguyen & Luu, 2019). In the long term, business strategy and innovations have a
sustainable impact on business performances (Zhao and Sun, 2016). The
conceptual model of this study as shown in figure 1 includes business strategy as
an antecedent of different types of innovations that lead to market and financial
performances of the manufacturing SMEs in Thailand.

The differentiated business strategy has been taken in this study as used by Latifah
et al. (2020). As defined by researchers, differentiation strategy offers value to the
customer through product innovation and processes (Latifah et al., 2020; Camison
and Villar-Lopez, 2010). According to Urban and Verachia (2019), innovation
comprises several aspects at a firm-level where interaction happens between an
individual and other actors of the organizations. The most widely accepted
definition of innovation is given by OECD (2005) which emphasizes the
implementation of new ideas, products, processes involved in manufacturing at the
organizational level (Sztapka et al., 2017). Product innovation is considered an
innovation when it is properly implemented in the market (Clark, 2010). The
management of the organization and employees are considered the main elements
of the innovation as they are involved in the strategy-making of the organization
(Urban, 2017). The management of the organization is the key component as they
make strategies and provide useful resources and work on technology to stimulate
the process of innovation in the organization (Latifah et al., 2020). This reflects
that without managerial decision-making and strategy, the process and
implementation of innovation do not qualify (Gault, 2018). Accordingly, the
researchers suggest that various types of innovations are crucial to boosting firm
performances (Makanyeza and Dzvuke 2015; Gunday et al., 2011; Hung and Chou,
2013). In addition, Bodlaj et al. (2020) emphasize that different types of
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innovations have positive effects on one another but they eventually boost firm
performances. Based on the above arguments, we deduce that the business strategy
of the firm influence various dimensions of SMEs performance. Hence, we
hypothesized that:

H1: Business strategy has a positive impact on process innovation.

H2: Business strategy has a positive impact on product innovation.

H3: Business strategy has a positive impact on organizational innovation.

Urban and Verachia (2019) suggested that multiple dimensions of innovations such
as process, product, and organizational innovations have a positive impact on
business performances. According to Atalay, Anafarta, and Sarvan (2013), process
innovation is the implementation of new processes to business operations that
stimulates the process of production and help to achieve competitive advantage. As
posited by Njeri (2017), process innovation refers to the implementation of
materials and equipment that increase business performance and improve service
deliveries that lead to financial and non-financial business performances. Similarly,
other researchers found the positive influence of process innovation on business
performance (Atalay et al., 2013). Contrary to these findings, other scholars have
argued that) indicated that process innovation does not influence firm performance
(Karabulut, 2015; Makanyeza and Dzvuke, 2015). Therefore, it is essential to
understand the effects of process innovation on the market and financial
performance of the manufacturing SMEs in Thailand. Hence, we hypothesized that:
H4: Process innovation has a positive impact on market performance.

H5: Process innovation has a positive impact on financial performance.

Product innovation refers to a firm ability to innovate and design new products that
meet customers' demands and provide value through the development of an entirely
new product line in the same category (Njeri, 2017). Product innovation involves
increment in product designs and specifications to meet the market demand and to
enhance the financial and marketing worth of the firm (Mabenge et al., 2020). In
the modern days, innovation has become an integral part of organizational success
(Urban and Verachia, 2019). Makanyeza and Dzvuke (2015) conducted a study on
the effects of various dimensions of innovation on firm performances and found
that product innovation has a significant and positive influence on organizational
performance. Similarly, Hassan et al. (2013) conducted a study in the
manufacturing sector of Pakistan found that product innovation has vital
importance in firm performance. In addition, Karabulut (2015) study revealed the
positive effect of product innovation on firm performance. Contrary to these
findings, the study conduct by Stoj¢i¢, Hashi, and Aralica (2018) found no
relationship between product innovation and firm performance. As such, it is
evident that product innovation influences firm performance in many ways, hence
it is pertinent to test the effects of product innovation on the market and financial
performances of the firm. Hence, we assume that product innovation will have a
positive impact on the market and financial performances of manufacturing SMEs
in Thailand. Hence, we hypothesized that:
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H6: Product innovation has a positive impact on the market performance of the
firm.

H7: Product innovation has a positive impact on the financial performance of the
firm.

Organizational innovation is also important for the performance of the business as
it is related to the execution of new practices at the organizational level (Gault,
2018). Organizational innovation consists of several changes that encompass
organizational structural change, workplace organization, business practices, and
change in the external affairs of the organization (Kahn, 2018). These changes
would facilitate the work environment and increased employees' satisfaction,
reduce transaction and administrative costs (Mabenge et al., 2020; Makanyeza and
Dzvuke 2015). The study of Mabenge et al. (2020) revealed that organizational
innovation has no impact on the market and financial performance of the
organization. Based on the above contradiction results, it is, therefore essential to
understand the effects of this phenomenon on organization market and financial
performances. Hence, we hypothesized that:

H8: Organizational innovation has a positive impact on market performance.

H9: Organization innovation has a positive impact on financial performance.

The conceptual model as shown in figure 1 based on resource-based view theory
outlined the importance of business strategy leading to innovations and business
performances.

Process Innovation

Financial
Performance

Business Strategy Product Innovation

W Market Performance

Organizational
Innovation

Figure 1: Conceptual Model of the Research Study

Research Methodology

This study has used a survey design to collect data from the respondents. A total of
400 manufacturing SMEs were selected for this study from the database, Ministry
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of Industry, Thailand. Due to the COVID-19 pandemic, personal visits to the office
were not possible. Therefore, researchers have gathered the email addresses of the
750 top and middle-level employees from the SMEs' websites. A Google form
survey along with a cover letter mentioning the confidentiality of the data was
designed and sent to SMEs employees' email addresses. At the first stage, we were
able to collect the data of only 69 employees. After sending several reminder
emails after an interval of one week, after three months, we were able to collect
394 data from the SMEs employees. Preliminary analysis of the data identified two
outliers that were removed before the final analysis. The process of data collection
started from February 2021 to April 2021. The demographics of the employees are
shown in table 1.

Table 1. Demographic Profile

Characteristics Frequency Percentage
Gender
Male 223 56.9
Female 169 43.1
Age in years
22 -27 64 16..3
28 -33 262 66.8
34-39 59 15.1
> 40 7 1.8
Managerial experience
<7 125 31.9
8-14 136 34.7
15-21 87 22.2
>21 44 11.2
Age of firm
<5 127 324
6-10 133 33.9
11-15 88 22.4
> 15 44 11.2

The questionnaire was designed on Google form that contains demographic
information and constructs measurement items. The items of constructs were
measured through a five-point liker scale. The researchers adapted the items of
constructs from past studies. The scale for the measurement of strategy has been
adapted from the study of Latifah et al. (2020). It contains five items. Sample
questions for this scale include: 1) the company tries to innovate by introducing
new products to the market, and 2) the company continues to see product quality
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based on differentiation. Process innovation has been measured with four scale
items from the study of Makanyeza and Dzvuke (2015) and Tohidi and Jabbari
(2012). Sample items for process innovation include: 1) the company discovered
and removed non-value-adding activities in its processes related to delivery, and 2)
the company made changes in the technologies used. Product innovation has been
measured with four scale items adapted from the study of Findik and Beyhan
(2015);, Santos-Rodrigues et al. (2016). Sample items for product innovation
include: 1) the company has introduced a product/service that was new to the
industry, and 2) the company has introduced a product/service that was new to the
organization. Organizational innovation has been measured with five items scale
adapted from the studies of Mabenge et al. (2020) and Makanyeza and Dzvuke
(2015). Sample items for the measurement of organizational innovation include: 1)
the company has adjusted its supply chain management systems, and 2) the
company has adjusted its organizational structure to encourage teamwork. The
scale for the measurement of market innovation and financial innovation was
adapted from the study of Chou et al. (2020). Sample items for market innovation
and financial innovation include innovation has increased average spending per
customer and innovation brings significant profits for the company respectively.

Results and Discussion

The measurement model in table 2 and figure 2 highlight the details of reliability
and validity of the constructs.

Table 2. Measurement Model

Constructs Indicator Loading CA CR AVE
Business Strategy ST1 0.884 0928 0946 0.777
ST2 0.850
ST3 0.901
ST4 0.863
ST5 0.909
Process Innovation PRO1 0.835 0.873 0913 0.724
PRO2 0.858
PRO3 0.873
PRO4 0.838
Product Innovation PI1 0.940 0905 0.935 0.784
P12 0.934
PI3 0.740
P14 0.911
Organizational Innovation Ol1 0.948 0.938 0.953 0.804
Ol2 0.850
OlI3 0.838
Ol4 0.927
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(0] 13) 0.913

Market Performance MP1 0.892 0.771 0.897 0.813
MP2 0.911

Financial Performance FP1 0.929 0.934 0.958 0.883
FP2 0.955
FP3 0.936

Note: ST = Business strategy, PRO = Process Innovation, Pl = Product Innovation, Ol =
Organizational Innovation, MP = Market Performance, FP = Financial Performance. The
complete measurement scale containing entire items of the indicators is provided in
Appendix-A.

0.892
0.351
5T1
G.840 0,911
o5 fe—ow0r 05
0.2a3 0.929
= /0.909 0.740, 0.955 FP2
ST5 :?;1 0.936
Financial Fp3
Performance
Organizat_ional
Innovation 3 o
Figure 2: Measurement Model
Table 3. Discriminant Validity
Latent variables 1 2 3 4 5 6
Business Strategy 0.882
Financial 0.609
Performance (0.648) 0.940
Market 0.577 0.747 0.902
Performance (0.674) (0.885) '
Organizational 0.551 0.594 0.552 0.896
Innovation (0.581) (0.626) (0.644) '
Process Innovation 0.351 0.313 0.344 0.363 0.851
(0.386) (0.344) (0.419) (0.398) '
Product Innovation 0.543 0.601 0.531 0.509 0.363 0.885
(0.585) (0.654) (0.637) (0.549) (0.412)
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The study has used SPSS and variance-based PLS-SEM statistical tools to analyze
the data. SPSS has been used to identify the multivariate outliers through the
Mahalanobis distance method as it is an effective technique to find out the distance
between two points. Further, through the principle axis method, we have tested
common method bias. The results depict that a single factor contributed to a
44.66% variance in the total data. The test of common method bias is essential in
social sciences due to self-reported data (Conway and Lance, 2010) which may
cause to inflate the data. Common method bias is a serious threat to data
credibility. As the results of this study depicted that single factors accounted for
less than 50% variance in data, common method bias is not a threat in this case.
PLS-SEM is a non-parametric technique that required small sample size to test the
proposed relationships among constructs. Furthermore, this technique does not
require the assumption of data normality (Hair et al., 2014).

The analysis of the measurement model includes reliability and validity
measurements. In this study, reliability has been measured through Cronbach’s
alpha values and composite reliability (CR). The value of Cronbach alpha above
0.70 is considered reliable. As depicted in table 2 the values of all constructs are
above 0.70, confirming the internal consistency of the data. Further, CR values
were assessed for internal consistency because researchers considered CR values
more credible than Cronbach alpha (Hair et al., 2014). The values of CR for all
constructs range 0.771 to 0.938, confirming the data reliability. Next, convergent
validity was measured through CR and the values of average variance extracted
(AVE). Convergent validity refers to the extent to which a construct correlates with
another construct. The values of CR above 0.70 and AVE above 0.50 represent the
presence of convergent validity. Table 2 shows the analysis of the measurement
model.

Further, to ensure that constructs used in this study were unrelated to one another
(Hair et al., 2014; Henseler et al., 2015), we measured discriminant validity
through Fornell and Larcker criterion and the Heterotrait-Monotrait ratio (HTMT)
as shown in table 3. According to Fornell and Larcker’s (1981), the square roots of
the AVE must be greater than the correlation among the constructs. Table 3
showing the values of square roots of AVE of all constructs is greater than their
corresponding correlations. Further, HTMT criterion was used to assess
discriminant validity. Henseler et al. (2015) suggested less than 0.90 values for all
constructs for discriminant validity. According to these both criterions,
discriminant validity is established in this study.

The predictive power of the model has been assessed through predictive accuracy
and predictive relevance of the model. Predictive accuracy was measured using the
R2 value for endogenous construct. In this study, the value of R2 was 39.8% and
47.4% for the market performance and financial performance respectively (Cohen,
2013). These values of R2 are explaining moderate to high variance in the
endogenous constructs. Next, we assessed predictive relevance through Q2 values.
The value of Q2 above 0 indicates the predictive relevance of the model and model
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fit. Q2 is the Cross-redundancy that is identified through the blindfolding method.
In this study, the values of Q2 for endogenous constructs are 31.6% for market
performance and 40.9% for financial performances indicate the high predictive
relevance of the model (Hair et al., 2014).

The structural model illustrated in table 4 and figure 3 explains the hypotheses
summary and structural model, respectively. The proposed hypotheses have been
tested using the 2000 bootstrapping resampling technique. There were a total of
nine hypotheses; only one hypothesis was rejected that proposed the positive
impact of process innovation on financial performance. H1, H2, H3 proposed
positive impact of business strategy on process innovation, product innovation and
organizational innovation were accepted with (p=0.351, p < 0.05), (p=0.543, p <
0.05), and (B=0.551, p < 0.05) respectively. H4 was related to the positive impact
of process innovation on market performance was accepted (f=0.543, p < 0.05).
H5 was related to the positive impact of process innovation on financial
performance was rejected (p=0.031, p = 0.493). H6 and H7 were related to the
positive impact of product innovation on market and financial performance were
accepted with (B=0.314, p < 0.05), and (=0.396, p < 0.05) respectively. H§ and
H9 were related to the positive impact of organizational innovation on market and
firm performances were accepted with (=0.356, p < 0.05), and ($=0.381, p < 0.05)
respectively.

Organizati ol

Innovation

Figure 3: The Structural Model

Table 4. Hypotheses Summary

Hypotheses Path Coefficient p-values t-values  Decision
ST —> PRO 0.351 0.000 8.012 Supported
ST —> Pl 0.543 0.000 16.338  Supported
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ST — Ol 0.551 0.000 13.932  Supported
PRO —> MP 0.101 0.016 2413 Supported
PRO > FP 0.031 0.493 3.733 Not supported
Pl —> MP 0.314 0.000 5.706 Supported
PI —>FP 0.396 0.000 8.048 Supported
Ol —> MP 0.356 0.000 6.198 Supported
Ol > FP 0.381 0.000 6.688 Supported

Theoretical Implications

This study aims to contribute to the literature of resources-based view theory
(RBV). Resource-based view theory posits that organizational internal resources
are vital for business performances. This study used differentiation strategy as the
antecedents of different types of innovations. Although prior studies have
considered differentiation strategy an important component of business
performances, the link between the strategy and different types of innovation has
been missing in the extant literature. Therefore, to fill this gap, this study has taken
strategy and innovations as internal capabilities and resources of the organizations
that help to boost the market and financial performances of manufacturing SMEs.
Innovation in this study consists of process, product, and organizational
innovations. As the effect of organizational innovation is insignificant, therefore, it
is not an important antecedent of business financial performances. However,
organizational performance significantly affects the market performances of SMEs.
The significant and positive effects of strategy on innovations, and process,
product, and organizational innovations have significant contributions in the
literature. It signifies that these are important dimensions of organizational
performances and competitive advantage.

Theoretical Implications

This study offers several practical implications to managers and strategists working
in the SME sectors of emerging markets. From a strategic perspective, the
strategies of the business are core component that differentiates a business from the
others as posited by previous researchers (AlQershi, 2021; Badri et al., 2000;
Crema et al., 2014). For this reason, this study has mainly focused on the impact of
differentiation strategy on various types of innovations. The results of the study
reveal that organization differentiation strategies improve the process, product, and
organizational innovation. In line with this, Latifah et al. (2020) emphasized the
importance of business strategies on innovation and argued that firms should focus
on improving differentiation strategies to outperform the competitors. In addition,
innovation has a multi-dimensional aspect that separately contributes to the success
of the business. Process innovation is an integral part of the business operations
that facilitate other internal components of better outputs. Product innovation
involves the combination of several features in products such as product quality,
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design, value to customers, and delivery of the products. Organizational innovation
leads to better employees' performances and improvements in the structure of the
organization. Together, all these aspects of innovation are vital that substantially
improves business market and financial performance. In the context of emerging
markets such as Thailand, the importance of innovations in manufacturing SMEs
cannot be ignored. To improve the financial performance of the organizations,
managers and marketers need to focus on employee training and development
programs and maintain the high standards benchmarks as global competition
requires companies to provide additional benefits to customers. The value of
organizational structure improves processes and products that eventually affect
customers' satisfaction and improves financial performances.

Discussions

The results of the study show that business strategy has a positive impact on the
process, product, and organizational innovations of the manufacturing SMEs in
emerging markets. These findings are consistent with the results of previous
researchers where they argued that strategy has the the key and integral element of
business innovations (Latifah et al., 2020; Clark, 2010), and improves overall
business performances (Isichei et al., 2020). In terms of the positive influence of
process innovation on SME performances, the findings of this study reveal that
process innovation positively influences the market and financial performances of
the manufacturing SMEs. This is in line with the findings of Atalay et al. (2013),
where authors have emphasized the role of process innovation in business
performances. They further suggested that implementation of the new process in
businesses would improve production and add value to the firm's capacity. Product
innovation has also a positive influence on the firm market and financial
performance, and this is consistent with the findings of Mabenge et al. (2020) and
Hassan et al. (2013). The authors argued that incremental improvements in product
designs improve market and financial performances. Therefore, it is suggested that
the firm focus on product improvements through research and development and
fulfill the customers' need for better business performances. In addition to this, the
results revealed that organizational innovation has a positive influence on the
market performance of the firm which matches the results of (Mabenge et al.,
2020; Gault, 2018). The authors posited that executing better practices lead to
employees' satisfaction and improve their performance which has a positive impact
on market performances. However, the positive impact of organizational
innovation on financial performance was insignificant which is consistent with the
findings of Mabenge et al. (2020). Structural organizational changes and the
development of employees would improve financial performance because
interconnection among departments would smooth the process of the transaction
and reduce administrative costs and improve the profitability of the organization.
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Conclusion, Limitations and Future Recommendations

This study aims to predict the market and financial performances of the firm based
on resource-based view theory (RBV). The RBV argues that organizational internal
resources are vital for competitive advantage and success (Muangmee et al., 2021,
Wernerfelt, 1984). The strategies of the businesses are the most important part of
organizational success (Latifah et al., 2020). Further, researchers argued that
differentiation strategy with effective implementation significantly improves
SMEs' performances. Therefore, understanding the impact of differentiation
strategy on different types of innovation in SMEs is essential as it would eventually
improve the financial and market performances of the firms. This study analyzed
the effect of differentiation strategy and innovations' impact on business
performances. Overall, the variance explained by the independent variables on
dependent was very good, and the predictive power of the model was moderate to
high signify the effectiveness of this study model. Therefore, the results of this
study are relevant and important for emerging markets. The findings of the study
emphasize the importance of internal organizational resources to compete in the
dynamic environment of business. The results outline that differentiation strategy,
process, product innovations are vital to excel firm performances. However, it is
suggested to improve organizational capacity and implement new ideas to improve
financial performances. The SME in emerging markets need to maintain high work
ethics that would accelerate performances.

This study has contributed to the literature of resource-based view theory and
business strategy. Although the study has presented a novel model that improves
business performances, it has, however, some limitations. First, the study has taken
differentiation strategy as business strategy; many other strategies could potentially
improve the business performances such as low-cost strategy, and porter strategy
dimensions. In the future, the studies can include two to three aspects of strategy
and simultaneously analyze the impact on business performances. Another
limitation is related to the data collected only from manufacturing firms in
Thailand, future researchers can include the data from other sectors for a better
understanding of SME performances in emerging markets. Due to COVID-19 and
the restriction to face-to-face interviews, researchers have used an online platform
for the collection of quantitative data. Future researchers can consider the option of
face-to-face in-depth interviews for the qualitative data to better understand
employees’ tendency towards innovation and business performances.

Table 5. Appendix A: Measurement Scales

Business Strategy - ST

ST1 | The company has shown innovation and creativity in the market

ST2 | The company continuously designs differentiation based products

ST3 | The company continues to see product quality based on differentiation

ST4 | The company tries to innovate by introducing new products to the market
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ST5 | The company creates new features as the market need
Process Innovation - PRO
PRO1 | The company made changes in the equipment or machinery used.
PRO2 | The company made changes in the technologies used.
The company discovered and removed nonvalue adding activities in its processes
PRO3 .
related to delivery.
PROA The company discovered and removed nonvalue adding activities in its production
processes.
Product Innovation - Pl
PI1 | The company has introduced a product/service that was new to the organization.
P12 | The company has introduced a product/service that was new to the industry.
The company developed a product that had new technical specifications and
PI3 o . L
functionalities totally different from existing products.
P14 | The company made significant changes to the existing products/services it had.
Organizational Innovation - Ol
oIl The company has adjusted its organizational structure so as to encourage
teamwork.
o12 The company has changed its procedures, processes and routines in order to
perform activities in an innovative manner.
013 The company has made noteworthy changes to its organizational structure in order
to facilitate coordination between departments such as production and marketing.
ol4 The company has made important changes in production and management
systems.
OI5 | The company has adjusted its supply chain management systems
Market Performance - MP
MP1 | Innovation resulted in high sales
MP2 | Innovation has increased average spending per customer
Financial Performance - FP
FP1 | Innovation brings significant profits for the company
FP2 | Innovation increases the return on investment
FP3 | Innovation gives us better financial performance
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DETERMINANTY WYNIKOW MSP OD STRATEGII
BIZNESOWEJ DO INNOWACJI

Streszczenie: Male i $rednie przedsigebiorstwa majg istotny wktad w rozwoj narodow.
Wdrozenie strategii promujgcej innowacyjnos¢ ma kluczowe znaczenie dla wynikow
biznesowych. Niniejsze badanie ma na celu przewidzenie wptywu strategii biznesowej
i innowacji na wyniki rynkowe i finansowe przedsiebiorstwa. . Ankieta internetowa zostata
wykorzystana do zebrania danych od menedzerow MSP produkcyjnych na rynku
wschodzacym w Tajlandii. Od uczestnikow badania otrzymano tacznie 392 aktualne
zestawy danych. Do analizy danych wykorzystano modelowanie czastkowych réwnan
strukturalnych metoda najmniejszych kwadratow (PLS-SEM). Wyniki badania pokazuja, ze
innowacje w zakresie strategii biznesowej, procesow, produktow i organizacji s3 waznymi
poprzednikami poprawiajacymi wyniki malych 1 $rednich przedsi¢biorstw. Wyniki
pokazuja jednak, ze wyniki organizacyjne maja nieznaczny wpltyw na wyniki finansowe
firmy. Badanie wniosto wktad w literature dotyczaca teorii pogladow opartych na zasobach
i dostarczylo przydatnych implikacji dla menedzerow zwigzanych ze strategia biznesowa
i innowacjami, ktore poprawiaja wyniki rynkowe i finansowe MSP na rynkach
wschodzacych.
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Stowa Kkluczowe: strategia biznesowa, innowacje procesowe, innowacje produktowe,
innowacje organizacyjne, wyniki rynkowe.

/v I iR 2 R SR — A ML s 21 Bl

B /MO IR A RS T B BEDTR, SR BUHTHY Bl X\ 35 B %
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