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Abstract  

The purpose of this study is to investigates the effect of organisational culture on the 
sustainable growth of SMEs; mediating role of innovation competitive advantage. The 
electrical products small and medium enterprises was the realm of this study. The partial 
least squares structural equation modelling (PLS-SEM) via SmartPLS was employed to 
test the hypotheses. Finding of this study revealed that organisational culture has a direct 
positive significant effect on sustainable growth of SMEs and innovation competitive 
advantage. Moreover, the study confirmed that innovation competitive advantage has a 
direct positive significant relationship with sustainable growth of SMEs. Furthermore, 
the findings established that innovation competitive advantage has fully mediates the 
relationship between organisational culture and sustainable growth of electrical 
manufacturing SMEs in Nigeria. This study sets out purposeful measures to encourage 
owner-mangers of the electrical manufacturing SMEs to maintain as well as installing 
innovative organisational culture that enhance efficient sustainable growth of SMEs and 
embedding innovation competitive advantage as a viable strategic mechanism in the 
enterprise. This study is distinctive because it tries to fill the small and medium 
enterprises gaps through encouraging managers of the electrical manufacturing SMEs 
to always strategize for better sustainable growth in the rapidly changing business 
environment.  
Keywords: Organisational culture, Sustainable growth of SMEs, Innovation 
competitive advantage, PLS-SEM (SmartPLS) 

 
 

 

 
Introduction 

Sustainable enterprises prioritise and apply environmental principles and socially responsible 
behaviour in all business decisions and incorporate it into their business strategy (Gross-Gołacka, 
Kusterka-Jefmańska, & Jefmański, 2020). Globally, small- and medium-sized enterprises (SMEs) 
play a key role in driving sustainable economic growth in both developed and developing countries 
(Diabate, Allate, Wei, & Yu, 2019a; Nimfa et al., 2019). The impact of sustainable growth of SMEs 

RPA			
Journals		

Journal of International Business and Management 4(2): 01-19 (2021)                                
Print ISSN: 2616-5163  
Online ISSN: 2616-4655 
	

*Corresponding author: Danjuma Tali Nimfa; Email: nimfad@unijos.edu.ng  
 

DOI: https://doi.org/10.37227/JIBM-2021-01-156  



	

	
2	Journal of International Business and Management (JIBM) 

https://rpajournals.com/jibm  
	

in a particular economy depend on effective organisational culture. The enterprises must place it 
economic, social and environmental strategy around the societal norms and values where it operates 
for sustainable growth and development (Nimfa, & Gajere, 2017). Nonetheless, researches have 
observed that sustainable growth contexts has been established largely in advanced economy 
perspectives as relates to addressing the multinational enterprises. While sustainable growth in small 
and medium enterprises (SMEs) had witnessed obvious challenges regarding employing desired 
strategies. Small and medium enterprises recognised that organisational culture structure is directly 
or indirectly difficult and considered it not easily realisable strategy in the current business 
environment. Several previous research attempted to recognise the effect of organizational culture 
adoption and certain procedures but this have not properly fit into the sustainable growth of SMEs 
plan to drive their affairs to enviable high. 
 Organisational culture is indeed a conceptual instrument capable of providing further useful 
ideas about the fallacy (Taylor, 2014). Organisational culture is a system of common principles, 
assumptions and ideologies on to create capabilities and strategies, sustain work life as well as great 
culture that impacted the business innovation and performance (Barney, 1986; Hofstede, 1990; 
Schein, 1990; Santti et al., 2017). Similarly, organizational culture may not significantly impact on 
small-firm efficiency, but would influence strategy-making processes through the company’s 
entrepreneurial orientation of the company and in essence, could shape performance of the firm 
(Hynes, 2009; Khedhaouria et al., 2020). According to (Asare, 2014; Yoo et al., 2018) the key 
problems facing small and medium enterprises are scarcity of access to credit facilities, insufficient 
infrastructure, inadequate research and development capacity, competitiveness and insufficient 
knowledge/skills for the management. 
 The current research focused on manufacturing SMEs in Nigeria in the context of 
organisational culture and sustainable growth of electrical product manufacturing SMEs. This 
research would evaluates owner managers’ alertness to understanding of perspectives on the effect 
of organisational culture and sustainable growth of electrical manufacturing SMEs. The study would 
predict the importance of enterprise components in structuring the sustainable growth of the SMEs. 
Previous research focused on the sustainable development and firm performance but in Nigeria less 
attention was given to the context of sustainable growth of manufacturing SMEs specifically in 
relative to electrical product enterprises. Accordingly, recent work of scholars has observed that 
presently there is no all-inclusive set of operations central to the effect organisational culture and 
sustainable growth of manufacturing SMEs and empirical research is scarce in Nigeria. Based on the 
above discussion in this research, the central aim of this study was to develop a strategic initiative 
model through the proposed conceptual research framework of organisational culture and sustainable 
growth of manufacturing SMEs. The model that describes all-encompasses constructs in the study’s 
framework and items that are important to the operation and contextual viewpoints of SMEs. In view 
of that, two research questions pushes the struggles ahead of this research: “To what extent has 
organizational culture encourage sustainable growth of electrical product manufacturing SMEs?” 
“To what extent has innovation competitive advantage mediates the effect of organisational culture 
on the sustainable growth of electrical product manufacturing SMEs?” 
 The research objectives of this study are to pragmatically analyse the effect of organisational 
culture on sustainable growth of electrical product manufacturing SMEs in Nigeria; to investigate 
how innovation competitive advantage mediates the effect of organisational culture on sustainable 
growth of electrical product manufacturing in Nigeria. Subsequent parts of this research focused on 
literature regarding, sustainable growth of SMEs (SGSMEs), Innovation competitive advantage 
(ICA) and organisational culture (OC), the relationships between organisational culture and 
sustainable growth of SMEs, the mediating effect of innovation competitive advantage between 
organisational culture and sustainable growth of SMEs would be reviewed and the conceptual 
framework was proposed. This part was followed along with the research method employed, results 
and discussion of findings, conclusions, limitations of the study as well as direction for future 
research 
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Literature Review 
 

Sustainable Growth of SMEs (SGSMEs) 
Sustainable growth of SMEs is self-sufficiency growth by achieving financial objectives and 
performance that is continuous over time and within the firm’s capabilities while affirming and 
sustaining future objectives without jeopardising its long-term survival (Yusoff et al., 2018). Growth 
in any form is virtually treated as an optimum unique component of firms’ performance (Arora, 
Kumar, & Thapar, 2018). The concept of sustainable growth requires enterprises to search for and 
implement methods and tools of management, which allow for the inclusion and integration of not 
only economic, but also social and environmental development goals (Gross-Gołacka et al., 2020; 
Diabate et al., 2019a). Sustainable growth another significant concept that was traced back to 
(Babcock, 1970) has remained crucial in assisting managers to make enormous financial choices for 
the enterprises (Arora et al., 2018). Evidence from past scholar’s work has suggested that a 
sustainable entrepreneurial activities encouraged leaders and owner-managers to oversee their 
operational process by aligning financial decisions, environment and social goals to offer a distinctive 
triple bottom line (Nor-Aishah et al., 2020; . Abdul-Rashid et al., 2017; Hami et al., 2016).  
 
Organisational Culture (OC) 
Organisational culture is the degree to which managers’ values are “inherent in the core 
organisational values, which is often unconscious and rarely discussable” (Hofstede, 1990; Tang et 
al., 2000). Organizational culture embodies shared of values or beliefs about employee acceptability 
and behavioral standards to address organizational challenges (Gorondutse, & Hilman, 2019; 
Adebayo, 2011; Daft, 2005; Goffee, & Jones, 1998). Organizational culture has been seen as 
collecting the behaviours, attitudes, values, assumptions or beliefs of members within a group 
(Gorondutse, & Hilman, 2015).Thus, organizational culture has been grouped into three categories 
such as supportive, innovative and bureaucratic, which is perceived to be the core of informal 
perceptions with a distinctive state of mind that would encourage the employees’ behaviour, actions 
and attitudes (Gorondutse, & Hilman, 2015; Ahmad et al., 2011; Wallach, 1983). Abdul-Halim, 
Ahmad, Geare and Thurasamy, (2018) maintained that more effort is needed to understand the 
concept of innovation cultures between small and medium enterprises taking into account the context 
of less developed countries. Additionally, clan culture implies that environmental activities could be 
managed by taking care of customers as collaborators and empowering employee loyalty via team 
cohesion and opportunities for staff developmental (Dzomonda, & Fatoki, 2019; Cameron, & Quinn, 
2006). Small and medium enterprises strive to develop new products that deliver innovation results 
by incorporating innovative culture of crowdsourcing from the ideology of the social communities 
as demonstrated by suppliers and consumers (Srisathan et al., 2020). Furthermore, owner-managers 
wishing to pursue more immateriality and sustainable business operation should aspire preserve the 
culture and social well-being of long-term workers through a sound association between geographic 
ethical identities (Kraus et al., 2020). 
 
Innovation competitive advantage (ICA) 
Innovation competitive advantage can be described as a capability for an enterprises which is 
productive that creates new competitive advantage through perceived and discovery of new and 
better approach to competes within an enterprise and introduce it to the marketplace (Sheng et al., 
2013; Porter, 1990; Whalen & Han, 2017; Nimfa, Latiff, & Wahab, 2020). In addition, one of the 
characteristics of success is contingent on the advantage of innovation (Angelmar, 1990). Also, 
innovation competitive advantage can be defined as the level at which management think through 
central increase and attainable or profitable results, via the research and development, sound resource 
management and value addition capacity, product/service innovation uniqueness for sustainable 
growth of the business (Sheng et al., 2013; Paswan, & Wittmann, 2009; Dirsehan, 2015; Conto et al., 
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2016). Innovation help in creating sustainable growth leading to competitive advantages internally 
or externally in the marketplace (Distanont, & Khongmalai, 2018; Teece, Pisano, & Shuen, 1997).  
Likewise, (Teece et al., 1997) suggests that private wealth creation in regimes of rapid technological 
change depends in large measure on honing internal technological, organizational, and managerial 
processes inside the firm. Previous researches has showed that innovation is a key driver of sustained 
competitive advantage and sustainable business growth, the management of innovation is a central 
concern for these firms (Whalen & Han, 2017; Igartua et al., 2010; Goksoy et al., 2013). According 
to (Distanont, & Khongmalai, 2018) ‘the role of innovation is an important key that leads to the 
creation of competitive advantages for businesses, and therefore SMEs such as the frozen food 
industry must pay attention to creating innovation, in particular external skills, knowledge, and 
experiences that can foster innovation and create competitive advantage for SMEs’. In relation, and 
to address unfortunate circumstances that would assist in attaining sustainable growth, SMEs and 
larger firms must prepare some long-term growth strategies to enhance their capacity for innovation 
(Yoo et al., 2018). 
 
Organisational Culture and Sustainable Growth of SMEs 
Diabate et al. (2019b) confirmed that there is a singnificant relationship between small and medium-
sized enterprises sustainable growth (SMESG) and each entrepreneurial ability (EA) dimension such 
as creativity, risk control, relationship and/or opportunity detection ability) and learning ability 
accepted. In a similar vein, (Al Badi, 2019) has found that organizational culture was related to the 
whole society’s culture, which has changed over recent years due to changes in lifestyle and 
consumer behaviour in (Srisathan et al., 2020) reported that there was a significant effect of 
organizational culture on organizational sustainability in that cultural characteristics maintain the 
core business competencies in terms of marketing, operations, customer orientation, capital 
management, and monitoring & evaluation for sustainability (Mohammed et al., 2020). Clearly, this 
is not to overlook the fact that sustainability may also be linked to issues of, for instance, durability 
or continuity; nevertheless, increasing particular attention is required in relation to (environmental) 
sustainability especially in small-to-medium-sized enterprises [SMEs] (Kraus et al., 2020, Spence, 
2016; Wickert et al., 2016). Likewise, (Gorondutse, & Hilman, 2019) have established that there was 
a strong positive impact of organizational culture on the performance of the small-scale industries. 
However, (Dzomonda, & Fatoki, 2019) found that small and medium enterprises (SMEs) had an 
average level of entrepreneurial orientation (EO) as well an average level of organisational culture.  
In like terms, using multiple-responding data from the cross-sectional enterprise dataset and a 
rigorous measurement of sustainability-related performance innovation, empirical findings revealed 
that clan culture had a negative effect on sustainability-related innovation performance, while 
hierarchical and adhocracy cultures have positive effects (Globocnik et al., 2020). Peteraf, 1993; 
Ćelić, et al., 2019) “Identified differences in the consequences of certain cultural dimensions on the 
observed performances of SMEs in Serbia, point to the need to create specific strategies for the 
development of organizational culture for these two SME segments in Serbia (CIOs, KIOs)”. 
Therefore, based on the assertions mentioned above the relationship between organizational culture 
and sustainable growth of SMEs has inconclusive findings. Thus, we hypothesised that: 
 
H1: There is a significant association between organisational culture and sustainable growth of SMEs. 
H2: There is a significant association between organisational culture and innovation competitive 
advantage. 
H3: There is a significant association between innovation competitive advantage and sustainable 
growth of SMEs 
 
Innovation competitive advantage as Mediating Variable 
Amplified uncertainty in the business environment recently has been adding more hard times of 
improving performance and securing a competitive advantage for sustainable growth (Goksoy et al., 
2013]. Evidence from previous researches by (Anwar et al., 2018) reported that competitive 
advantage totally mediates the connection amid intellectual capital and performance of new venture, 
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related, competitive advantage partially mediates the relation between entrepreneurs’ strategy and 
new ventures. Likewise, competitive advantage partly mediated between the political networks and 
new enterprise (Anwar et al., 2018). Zhang, Wang and Song (2020) suggested that increased 
competitive strength decreases and does not increase the positive influence of market capabilities, in 
performance, therefore, when competitive intensity become high, the positive effects of market 
capabilities on performance become very insignificant. Competitive advantage mediated partially the 
relationship between business model innovation (BMI) and small and medium enterprise (SME) 
performance (Anwar, 2018). Accordingly, Anwar, Rehman and Shah (2018) advanced that 
competitive advantage has strongly mediated the relationship between financial network and new 
venture performance, business networking and new venture performance. “Firms in these mature 
markets must look for ways to stay competitive and develop strategies that enable them to 
differentiate themselves from other firms” (Rua et al., 2018). Recent, enterprises have been forced to 
use unconventional control strategies and approaches because of rapidly growing competitiveness of 
the market environment. ‘Maintaining competitive advantage is a dynamic and infinite activity’ 
(Hung, Yang, & Lien, 2010; Rua et al., 2018). Business managers must look inward to allow the 
achievement of the desired results to meet customer needs and enabling to engage in sound capability 
of innovation competitive advantage. This ensures that the enterprises are in conjunction with the Jet 
edge period that would assist them in organisational culture reengineering and reorientation for 
sustainable growth of the SMEs. The assertions discussed above indicated that most research focused 
on using competitive advantage as a mediator variable, while less attention was paid to the innovation 
competitive advantage. Therefore, this current study has chosen to contribute to the existing 
knowledge and literature gap in strategic management by introducing the role of innovation 
competitive advantage to mediate the relationships between organisational culture and sustainable 
growth of manufacturing SMEs. Thus, the study hypothesised that: 
 
H4: Innovation competitive advantage mediates the relationship between organisational culture and 
sustainable growth of SMEs. 
 
Research Framework 
This research novelty is the investigation of the connections between organisational culture (OC) and 
sustainable growth of small and medium enterprises being mediated by innovation competitive 
advantage that was established on the research framework as presented in Figure 1. 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1: Research Framework on Organisational Culture (OC) and Sustainable Growth of SMEs 
(SGSMEs. 
 

Research Methods 
Survey and Data Collection 
In Nigeria, small and medium enterprises (SMEs) within the manufacturing enterprises can be 
described as the organisations with an assets based of that is less than 500,000,000 million naira or a 

Organisational Culture Sustainable Growth of 
SMEs 

Innovation Competitive Advantage 
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number of employees hired that is not more than 199 (Hung, Yang, & Lien, 2010). The convenient 
sampling method was adopted for selecting the participants based on the identified criteria as follows:  
it must be an electrical product manufacturing SMEs; it has to be an enterprises that has from 5 and 
not more than 199 employees, assets based is 5, 000,000 million naira and less than 500,000 million 
naira; and business location was between Abuja - Federal Capital Territory (FCT) and Nasarawa 
state in the North Central Geopolitical Zones of Nigeria. The two state were chosen in this research 
because the composition of electrical product manufacturing small and medium enterprises (SMEs) 
are significant in these two locations. The bulk of these SMEs are situated in Abuja- FCT (21.12%) 
and Nasarawa state only represented (19.46%) mainly in the North Central geopolitical Zone of 
Nigeria (NBS/SMEDAN, 2017). The target respondents are the owner-managers/founders, who are 
still sustaining to manage their enterprises. This study exempted the micro enterprises category 
because they had less than 10 employees and assets based was less than 5,000, 000 million naira 
(Mekwunye, 2018).  This is due to their inadequate infrastructural facilities and technology to 
promote sustainability practice of the enterprise (Akinson, 2018; Buowari, 2015].  

From the 5429 registered SMEs with the Small and Medium Enterprise Agency of Nigeria 
(SMEDAN) in the directory records 2017, the small and medium enterprises that fulfilled the 
accepted sample frame requirements were 850 SMEs. The collected data took up to three months 
from November 2019 to February, 2020. The study used simple random sample method, through 
Google Forms linked to their mail 850 enterprises were sent the survey questionnaire to complete. 
 The enterprises were contacted through personal emails and phone calls in case of bounced, 
spam mails and to also check the valid mails. To enable the obtaining of quick response, a follow-up 
call with reminder notes was send after two weeks, one and half month and two and half months 
respectively. The total of 247 enterprises were collected after the third month having 29.06 percent 
response rate. The response rate is low when conducting any organisational research dealing with 
owner managers usually close to 20 percent would be considered optimistic (Saleh, & Ndubisi, 2006; 
Nimfa et al., 2020), which is equivalent to similar research in developing countries, especially 
Nigeria. This was consistent with the study of (Sekaran, & Bougie, 2016), they stated that the ideal 
response rates in social sciences researches are 5 percent and 35 percent accordingly. Hence, based 
on G Power calculation analysis, the date collected as sample size was adequate. Using the 
recommended minimum sample size was 68 using two predictor for the conceptual framework and 
applying the effect size 0.15, alpha 0.05 and statistical power 80% (0.80) (Cohen, 1992; Hair, Bush, 
& Ortinau, 2006). Furthermore, 247 sample collected was more than the minimum sample required 
for this study and sufficient representative of the population in this research. 
 
Measurements 
The measurement for sustainable growth of small and medium enterprises (SGSMEs) was adopted 
from [Arora et al., 2018, Eggers et al., 2013a; Eggers et al, 2013b; Al-Ansari 2014) with the alpha 
value 0.89 which consists of 5 selected items as follows: “we achieved customer satisfaction for 
sustainable growth, we achieved higher growth in employees than our direct/indirect competitors, 
we achieved higher profit growth than our direct/indirect competitors, we achieved higher sales 
growth than our direct/indirect competitors and we achieved higher growth in market share than our 
direct/indirect competitors”. The measurement of organisational culture (OC) was adopted from 
(Tang  et al., 2000) with the alpha value 0.92 which contains 5 selected items for measures include: 
“Our company tries to create a unique family atmosphere, our manager/supervisor encourages people 
to speak up when they disagree with a decision, our enterprise give employees the opportunity to 
meet with their managers one-to-one at least twice a year to discuss growth performance and goals, 
our enterprise often communicates the overall organisational target goals and our enterprise’s ethical 
code is the guidance of common behaviour”. Meanwhile, the measurement for innovation 
competitive advantage (ICA) comprises of 5 selected items such as, “our enterprise is more capable 
of R&D than our competitors, our enterprise has better managerial capability than our competitors, 
our enterprise profitability is better than our competitors, our enterprise take the market innovation 
competitive advantage better than competitors do and our enterprise’s corporate image is better than 
that of the competitors” adopted from (Sheng et al., 2013; Chen et al 2009; Paswan, & Wittmann, 
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2009;  Nimfa et al.,  2020) with alpha value 0.947. All constructs used 5-point Likert scale ranging 
from 1 strongly disagree to 5 strongly agree were adopted for answering each item of the 
unidimensional constructs. 
 

Result and Discussion of Findings 
 
Demographic Results 
From the total of 247 respondents, 57.1% are male whereas 42.9% are female. Mostly they are 
between 41 to 50 years old (27.5%), followed by 51 and above years old (25.1%), while 31 to 40 
years old (24.7%), and 21 to 30 years old (22.7%).  Most of the respondents has professional 
certificate./training (30.8%), followed by diploma holders (19.4%), SSCE with (17.8%), BSC/HND 
(15.8%), MSc (7.7%), FSLS (6.5%) and PhD (2.0%). Owner managers or Founders (42.1%), 
Director General or Unit Heads (26.3%), Supervisors or Managers (17.0%) and Chief Executive or 
Managing Directors (14.6%). The majority of manufacturing were small enterprises (56.7%) with 10 
to 49 employees hired, and 43.3% were from medium enterprises with 50 - 199 employees hired. 
Regarding the category of business or legal units, most of the electrical products manufacturing 
enterprises were from the limited liability  22.7%), followed by partnership (16.6%), private 
shareholding (13.4%), joint venture (6.9%) and franchise (6.9%) respectively. In terms of assets 
based, 62.3% were small enterprises with 5, 000, 000 million naira to less than 50, 000,000 million 
naira, followed by 37.7% medium enterprises with 50,000, 000 million Naira to less than 500, 000, 
000 million naira. Most of the electrical product manufacturing small and medium enterprises 
(SMEs) had experience for more than 11-15 years (30.0%), followed by 6 to 10 years (26.3%), 16 to 
20 years (25.5%), 21 years and above (15.0%), and 1 - 5 years has only (3.2%). Meanwhile, Abuja 
has majority of SMEs with (57.1%) and Nasarawa State with (42.9 %) SMEs. The demographic 
information is presented in Table 2 as follows in the next page: 
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Table 2 Demographic Information 
Items Description Frequency Percentage (%) 
Gender Male 141 57.1  
 Female 106 42.9 
 Total 247 100 
Age 21-30   56 22.7 
 31-40   61 24.7 
 41-50   68 27.5 
 51 and above   62 25.1 
 Total 100 100 
Qualification    
 FSLC 16 6.5 
 SSCE 44 17.8 
 Prof. Cert./Training 76 30.8 
 Diploma 48 19.4 
 BSC/HND 39 15.8 
 MSC 19 7.7 
 PhD 5 2.0 
 Total 100 100 
Responsibility    
 Supervisor/Mgr. 42 17.0 
 DG/Unit Heads 65 26.3 
 Founder/Owner Mgr. 104 42.1 
 CEO/MD 36 14.6 
 Total 247 100 
    
Number. of 
Employees Hired 

   

 10-49 140 56.7 
 50-199 107 43.3 
 Total 247 100 
Business Unit/Legal 
Unit 

Sole Proprietorship 83 33.6 

 Partnership 41 16.6 
 Limited Liability 56 22.7 
 Private shareholding 33 13.4 
 Joint venture 17 6.9 
 Franchise 17 6.9 
 Total 247 100 
Asset Base    
 5m-less than 50m 154 62.3 
 50m-less than 500m 93 37.7 
 Total 247 100 
Years of Experience    
 1-5yrs 8 3.2 
 6-10yrs 65 26.3 
 11-15yrs 74 30.0 
 16-20yrs 63 25.5 
 21  and above 37 15.0 
 Total 247 100 
Location Abuja- FCT 141 57.1 

 Nasarawa State 106 42.9 
 Total 247 100 
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Common Method Variance (CMV) 
The data collected in this study were retrieved through self-reports questionnaire, specifically from 
a particular source, because there is a risk of developing statistical and method biases from the usual 
scale properties (Podsakoff et al., 2003). A full collinearity testing is one approaches used in detecting 
a problem. Two or more variables are perceived to be collinear when they are measuring objects or 
constructs with the same criterion (Kock, & Lynn, 2012).  The Harman’s single-factor test was 
utilised in this study, recommended by (Podsakoff, & Organ, 1986; Bell, 2019), to analyse the data 
for common method variance (CMV). The principal component factor analysis results shows a 
maximum value of the single factor explained as 32.50% of the total variance presented in Table 3, 
which was less than the threshold of 50% (Conway, & Lance, 2010; Brannick et al., 2010; Hair et 
al., 2014; Doty, & Astakhova, 2020). Therefore, the total variance explained was below the threshold 
parameter, which has indicated that common method variance (CMV) was not a major issue that 
would likely cause any harm to the study’s findings. The total variance explained is shown in Table 
3. 

Table 3 Total Variance Explained 

Factor 
Initial Eigenvalues Extraction Sums of Squared Loadings 

Total % of Variance Cumulative % Total % of Variance Cumulative % 
1 4.875 32.500 32.500 4.875 32.500 32.500 
2 2.268 15.121 47.621 2.268 15.121 47.621 
3 1.794 11.963 59.584 1.794 11.963 59.584 
4 .908 6.056 65.640    
5 .770 5.132 70.772    
6 .745 4.970 75.742    
7 .667 4.447 80.189    
8       .628 4.185 84.374    
9 .591 3.938 88.312    

10 .546 3.638 91.950    
11 .460 3.068 95.017    
12 .433 2.886 97.904    
13 .301 2.009 99.913    

Extraction Method: Principal Component Analysis. 
 
Results and Discussion of Findings 
To perform PLS-SEM analysis, the measurement model was first assessed to ensure the validity and 
reliability of the study model. This included analyses of composite reliability, convergent validity, 
and discriminant validity. The measurement model is illustrated in Figure 2. 

Reliability was measured using Cronbach’s alpha and composite reliability (CR), which 
should be above 0.7 and 0.8, respectively (Hair et al., 2014). Meanwhile, convergent validity was 
measured based on average variance extracted (AVE) values, which should be above 0.5 (Hair et al., 
2019). As shown in Table 4, all the constructs in the study met these criteria and thus displayed 
satisfactory reliability and convergent validity. Next, discriminant validity for the model was 
assessed using the heterotrait-monotrait (HTMT) ratio of correlations, which should be less than 0.85 
(Voorhees et al., 2016) Based on Table 5, the study constructs met the discriminant validity criteria 
as well. Finally, the study model was tested for multicollinearity based on the items’ variance 
inflation factor (VIF). Table 6 indicates that all items had VIF values below 3.33, which proves the 
non-existence of multicollinearity issues in this study (Hair et al., 2018; Voorhees et al., 2016). 

As the study model exhibited sufficient reliability and validity, the structural model was 
subsequently analysed to test the hypotheses.  
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Figure 2 Measurement Model (Factor Loadings) 

 
 

Table 4 Reliability and Convergent Validity Analysis 
 
Constructs Items Loadings Cronbach’s 

Alpha 

Composite 
Reliability 

(CR) 

Average 
Variance 
Extracted 

(AVE) 
Organisational 
Culture OC1 .701 .753 .832 .766 

 OC2 .744    
 OC3      .767    

 
OC4 .786    

 OC5 .721    

Innovation 
Competitive 
Advantage 

ICA1 .758 .796 .844 .747 

 ICA2 .738    

 ICA3 .752    
 ICA4 .770    
 ICA5 .768    

Sustainable Growth 
of SMEs SGSMEs1 .796 .862 .899 .641 

 SGSMEs2 .801    

 SGSMEs3 .812    

 SGSMEs14 .778    
 SGSMEs5 .814    
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Table 5 Discriminant Validity (Heterotrait-Monotrait Ratio) 

 
 

Innovation 
competitive 
advantage 

Organisational 
culture 

Sustainable 
growth of SMEs  

Innovation competitive 
advantage     

Organisational Culture  
 

0.327    

Sustainable Growth of 
SMEs 

 
0.843 

 
0.300   

 
 

Table 6 Variance Inflation Factor (VIF) 
Item                    VIF 
  
SGSMEs1 1.912 
SGSMEs2 2.106 
SGSMEs3 1.762 
SGSMEs4 2.031 
SGSMEs5 1.803 
OC1 1.427 
OC2 1.220 
OC3 1.297 
OC4 1.327 
OC5 1.437 
ICA1 1.332 
ICA2 1.497 
ICA3 1.391 
ICA4 1.354 
ICA5 1.356 

 
Structure Equation Modelling 
Table 7 provided the results for the analysis of the path coefficient for direct hypotheses H1, H2 and 
H3. It was revealed that organisational culture has a positive and significant effect on the sustainable 
growth of SMEs and innovation competitive advantage (β value = 0.278, P value = 0.000; β value = 
0.248, P value = 0.000). Similarly, innovation competitive advantage has a positive and significant 
effect on the sustainable growth of SMEs with a β value = 0.933 and P value = 0.000. Accordingly, 
the three direct hypotheses were all supported. 
 

Table 7 Path Coefficient Analysis Outcomes 
Hypothe

ses 
 Relationship Std. 

 Beta SE 
T 
Value  

P  
Valu
e 

Decision 

H1 Organisational Cultureà Sustainable Growth of SMEs 0.278 0.057 4.755 0.000 Supporte
d 

H2 Organisational Culture à Innovation Competitive 
Advantage 0.248 0.059 4.087 0.000 Supporte

d 
H3 Innovation Competitive Advantageà Sustainable Growth of  

SMEs 0.933 0.011 88.695 0.000 Supporte
d 
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Figure 3: Path Model (Coefficients and P-values) 

  
  

Table 8 Indirect Effect/Mediation 
Hypothesis Relationship Std. 

Beta SE T-
Value 

P 
Value

s 

2.5% 
LCL 

97.5
% 

UCL 

Decision 

H4 

Organisational culture à 
Innovation Competitive 
Advantage àSustainable 
Growth of SMEs 

 
 
0.246 

 
 

0.052 

 
 

4.463 

 
 

0.000 

0.117 0.316  
 
Support 

 
The mediating effect (indirect) of the innovation competitive advantage was determined through the 
bootstrapping process in PLS-SEM using SmartPLS, in the connection between independent 
variables (organizational culture) and dependent variable (sustainable growth of SMEs). 
Bootstrapping technique can be helpful when investigating an indirect effects in relationship 
(Preacher, & Hayes, 2008). Bootstrapping can be useful when obtaining ridable results and 
calculating confidence intervals (CIs) in an indirect relationship (Baron, & Kenny, 1986; Carrión et 
al., 2017). The study used 5000 subsample bootstrapping in bias-corrected confidence interval at 
95%, which revealed that results in Table 8 as bootstrapped was a powerful tool used for testing the 
indirect effect (Hayes, 2009; Williams, & MacKinnon, 2008; Chin et al., 2003). 
 Findings from the indirect relationship has supported that innovation competitive advantage 
has a full mediation effect on the relationship between organisational culture and sustainable growths 
of SMEs with a β value 0.246 and P value 0.000. Therefore, since the p-value was less than 0.05 and 
lower control limit (LCL) and upper control limit (UCL) are out of '0' (zero) value (Sarstedt et al., 
2020; Iqbal et al., 2020), the indirect effect of innovation competitive advantage was significant. 
 
Coefficient of Determinant R2 
 

Table 9 R Square 
 R Square R Square Adjusted 

SGSMEs 0.853 0.852 
ICA 0.061 0.057 

Note: SGSMEs = Sustainable Growth of Small and Enterprises, ICA = Innovation  
Competitive Advantage. 
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Table 9 indicates that 85.3% of sustainable growth of SMEs is explained by the predictors, and 6.1% 
of innovation competitive advantage is explained by the predictors. 
  
Effect Size Determination (f2) 

Table 10 F Square 

 ICA OC SGSMEs Effect Size on 
SGSMEs 

Effect Size on 
ICA 

ICA - - 5.352 Large - 
OC 0.065 - 0.007 No Effect Small 
SGSMEs - - - - - 

Note: Organisation Culture (OC), ICA= Innovation Competitive Advantage, Sustainable Growth of Small and 
Medium Enterprises (SGSMEs). 

 
It can be seen that innovation competitive advantage (ICA) has a large effect on sustainable growth 
of small and medium enterprises (SGSMEs), whereas organisational culture (OC) has a small effect 
on ICA and no effect on SGSMEs. Chin, Marcolin and Newsted (2003) advised that the low effect 
size does not reflect the construct’s insignificance, but may be relevant in specific situations. For 
instance, if the beta coefficient result is eloquent then applying this approach would be advisable 
(Chin, et al., 2003). Notwithstanding, low effect size does not mean that the variables are not 
significant to the model.  
  
Predictive Relevance (Q2) 

Table 11 Predictive Relevance (Q2) 
 SSO SSE Q² (=1-SSE/SSO) 

ICA 1235.000 1216.000                0.015 
OC 1235.000 1235.646  

SGSMEs 1235.000 600.214                0.514 
 
The predictive relevance (Q2) results of the endogenous latent variables in this study are tabulated in 
Table above.  The latent variables (Q2) in the PLS path model is acquired through the blindfolding 
procedure. According to (Hair et al., 2019) predictive relevance of 0.02 shows small relevance, that 
of 0.15 shows medium relevance and that of 0.35 shows large relevance for the specific endogenous 
constructs. 
 

Discussions 
This study has provided valuable insights on organisational culture and sustainable growth of SMEs 
in Nigeria. The research has contributed to the existing literature by examining effect of 
organisational culture on the sustainable growth of SMEs, as well as the mediating role of innovation 
competitive advantage on organisational culture and sustainable growth of SMEs. The findings has 
practical implications. The results demonstrate the importance of organisational culture for 
sustainable growth of SMEs in electrical products sector. Particularly, it revealed that an 
organisational culture has a direct effect on sustainable growth of SMEs. This findings was consistent 
with the view of (Schmitt, 2016; Yosuff, 2018). Also, the study confirmed that organisational culture 
has a direct effect on innovation competitive advantage. Furthermore, innovation competitive 
advantage has a direct positive relationship with sustainable growth of SMEs. In addition, innovation 
competitive advantage has fully mediated the effect between organisational culture and sustainable 
growth of SMEs. This findings was consistent with the research conducted in other settings by (Sheng 
et al., 2013). In other words, this study contributes significantly in the strategic management research 
by investigating the inconsistencies asserted regarding the effect of organisational culture on the 
sustainable growth of SMEs, and filling the lack of empirical literary research on the mediating role 
of innovation competitive advantage on the effect of organisational culture and sustainable growth 
of SMEs which is novel and provide new insight to this study (Schmitt, 2018; Nimfa et al., 2020). 
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This study further confirms and strengthens the practical view that organisational culture and 
innovation competitive advantage are essential for an organisation to attain high sustainable growth 
in an enterprise. The empirical evidence of this research supports the organisational culture and 
innovation competitive advantage as great pillars necessary for the sustainable growth of SMEs 
continuity in the present dynamic business environment. In addition, focusing on satisfying the 
customer needs and responding innovative organisational culture assist the SMEs achieve sustainable 
growth for sound industrialisation in the economy. This research further inferred that owners or 
managers of small and medium enterprises should be key to a strategic organisation culture that 
would enhance the sustainable growth of business through innovation competitive advantage to boost 
value creation practically. 
 

Conclusion 
This study has confirmed that organisational culture have positive and significant effect on 
sustainable growth of SMEs and innovation competitive advantage. Also, innovation competitive 
advantage has a positive and significant effect on sustainable growth of SMEs. Furthermore, 
organisational culture was revealed to have an indirect effects on sustainable growth of 
manufacturing SMEs through the mediation of innovation competitive advantage. This study had 
found a positive and significant effect between organisational culture, sustainable growth of SMEs 
and innovation competitive advantage. Therefore, it has been confirmed that organisational culture 
was a viable strategic mechanism which can be implemented by owners or SME managers enhance 
sustainable growth of the SMEs. Moreover, when the manufacturing SMEs consider the application 
of innovation competitive advantage as an organisational ability, it will achieve higher and direct or 
indirect sustainable growth in business operations. . Finally, this current research contributes 
practically by reinforcing a robust and flexible system by fostering an innovative organisational 
culture that would drive the sustainable growth of SMEs for industrialisation in line with the 
Sustainable Development Goals Agenda of the United Nations. 
 

Limitations and Future Directions 
The study is the cross-sectional nature of survey, which does not permit for evaluation of causes and 
effects that change with time. The analysis also centred on the self-survey of electrical products SME 
managers to measure organisational culture and sustainable growth of SMEs, which will unlikely 
convey the enterprises real operations. Additionally, this research only studied one mediating 
variable, innovation competitive advantage, based on the knowledge of this research, innovation 
competitive advantage as a mediator variable is lacking empirical literature. Future researchers can 
explore new research in this variable (innovation competitive advantage) to generate empiric literary 
knowledge. Ultimately, this research model was employ in the context of Nigeria, likewise, other 
emerging countries can test in their own context to see whether it can work for them. Future research 
can also replicate this study in specific areas, such as service and multinationals companies to see the 
role of ICA on the sustainable growth of the firm in a universal situation.   
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