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ARTICLE INFO ABSTRACT 
 The study examined the relationship between innovation and performance in 

(316) small and medium sized enterprises in Duhok province enterprises. The 
research employed a quantitative approach related to impact of various 
innovation’s dimensions on performance metrics, the questionnaire will use 
Likert scale items. Data collected at the first quarter of 2024. The findings 
concluded the hypotheses that dimensions of marketing, operational, 
organizational innovation have significant impact on dimensions 
performance through performance’s dimensions (Financial Performance, 
Market Performance and Employment Performance) of SMEs in Duhok 
province. In contrast, the product innovation dimension had no significant 
effect on performance). In addition, the findings inform SMEs and policy 
makers that innovation is a critical factor in today’s entrepreneurial activities. 
The study recommends that SMEs should allocate resources towards 
building their marketing, operational, organizational innovation to improve 
performance of their firms.  Further studies should explore methods for how 
SMEs could assess cost-benefit ratio of innovation and how they determine 
whether to select internal or external sources of innovation prior to initiating 
actual innovation. 
 
Keywords: Small and Medium sized enterprises SMEs, Performance, 
market innovation, Organizational innovation, Product innovation, Process 
innovation 

 
1. Introduction 

 
In search for constitutive elements of small and medium enterprise (SME) innovation, performance and 
growth, various scholars contend that innovation serves as key distinguishing characteristic vis-à-vis business 
administration and other discipline. 
There is only a relatively small proportion of SMEs that have experienced high-growth and continued success, 
and innovation is central to their success. The dominant view is that the ability of SMEs to bring innovative 
ideas and adopt new processes in businesses and entrepreneurship increases knowledge spillover in a locality 
or a specific geographical region (Acs & Armington, 2006; Delmar, Karl Wennberg, & Hellerstedt, 2011). 
However, it is only when SMEs exploit innovation and adopt new practices, that local development and growth 
can be promoted (Romanelli & Khessina, 2005). To this end, several programmes have been developed to 
encourage innovation and growth of small and medium enterprises (Hounkonnou et al., 2012). 
Over the years, Iraq  including Duhok province has struggled with socio-economic challenges characterized by 
low economic performance, sluggish industry growth, heavy depending on natural resources, high 
unemployment rate, rising poverty, poor and inconvenient service delivery by public sector. Consequently, 
SMEs are regarded as vital contributors to the region's economic future.  
Therefore, this research tries to examine the factors that are responsible for innovation and performance of an 
SME, would seek to answer the main research question: 
Is there a relationship between innovation and performance among SMEs in Duhok province enterprises?  
Moreover, there are several sub-main questions to explore such as:  
 What are the most important factors for growth and success of the SME? 
 Is specific innovation having role in enterprise performance? 
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 The purpose of this research is to explore the confluence of entrepreneurial characteristics within a firm and 
the efforts or strategies in shaping an SME’s approaches to innovation, performance, and success. 
 
The objective of this research is to contribute empirical evidence categorizing the SME innovation and 
performance into effects of micro-meso-macro level factors for different types of innovation success (e.g. 
product innovation and process innovation, market innovation etc.) and consequently would generate 
interesting theoretical insights, business related recommendations and policy implications.  
 
This study will be presented with an appropriate justification or rationale as there are currently very few 
research papers that studies the impact of innovation on firm performance in small and medium enterprises 
especially in Duhok province. 
 

2. Background and Literature Review 
 
Cherrafi, Garza-Reyes, Kumar, Mishra, Ghobadian, and Elfezazi (2018) argue that rapid change in the global 
and business setting have compelled firms to adopt innovation to stay ahead of the competition against rival 
firms, consequently making innovation essential for the survival and progress of businesses. 
 According to Hilman and Kaliappen (2015), innovation include emerging markets, new products, and services, 
restructuring organizations, the generation supply chains, and innovative production techniques. 
Organizations’ ability to introduce new products, foster organizational growth, and use opportunities to 
enhance competitiveness as indicative of innovation. 
 
In order to explain the concept of innovation with more clarity, The existing literature suggests whereas 
companies introduce diverse kinds of innovation, although they might differ substantially in how they impact 
performance of business and to their success. However, various forms of innovation might be complementary 
each other. 
 
 Donbesuur, Oppong, Ampong, Owusu-Yirenky, and Chu (2020) analysed that technological and 
organizational innovation must align to enhance performance of any SME. To expand the concept of innovation 
that SMEs could use, Bodlaj, Kadic-Maglajlic and Vida (2020) claimed that SME growth depends not just on 
successful technological innovations, but also on product, processes, organizational and marketing 
innovations.  
 
However, Bodlaj, Povše & Vida, (2017) argued that there is only scant empirical evidence in the context of small 
and medium SME firms. According to the findings of Makanyeza and Dzvuke (2015), organizational and 
product innovations were the only factors that exhibited a positive impact on a firm's performance, whereas 
process innovation did not demonstrate significant influences on firm performance. 
 
Moreover, Ferraris, Giachino, Ciampi, Couturier (2021) examined the relationship between the R&D and 
innovation of SMEs and their performance and outcomes. They found a positive linear relationship between 
R&D and innovation of SMEs and their performance. Knowledge management also played a role and amplified 
the integration of internal and external knowledge processes in SMEs. 
 Denicolai, Zucchella,Magnani (2020) suggested that internationalization (or expansion through 
globalization), digitalization, and sustainability are the three key growth paths for all firms. Digital 
transformation is the central driver of innovation and can help renew businesses for all new and established 
SMEs. The authors suggested that digitalisation and sustainability are positively related, which means 
digitalisation increases sustainability of enterprises.  
 
 Another study by Raposo, Ferreira, and Fernandes (2014) investigated the effects of innovation on 
performance in small and medium sized enterprises (SMEs). The authors noted that cooperation positively 
impacts company performance and innovation, although there would be other factors such as how the firm 
perceives the cooperation, and cooperation with suppliers, and human resources are the determining factors. 
Through cooperation, SMEs leverage increasing returns or good profits when able to combine innovation and 
cooperation. 
 
Khraishi, Huq, and Paulraj (2020) agreed that complementary capabilities in different firms would help forge 
successful collaborations. They argued that small and medium-sized enterprises (SMEs) manage their 
collaborative innovation through offshoring, although there is very little knowledge on how SMEs can manage 
collaborative innovation through this process of offshoring. In some cases, supplier joint actions with SMEs 
would be necessary for enhancing offshoring innovation (OI) performance. 
The organizational innovation tends to improve performance of a company and there are significant benefits 
that can be derived from organizational innovation and organizational environmental factors. This is where a 
company leadership is relevant. 
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Colovic (2021) argued that the leadership style in a company can be related to or determines the business 
innovation model. Colovic suggested that a large-scale business innovation model can help increase sales and 
impact performance.  
Bagheri, Mitchelmore, Bamiatzi and Nikolopoulos (2019) emphasized that technological innovation positively 
mediates or changes the effects of internationalization, or the orientation of international firm performance, 
so managers can improve firm performance by combining performance and innovation.  
Taking all the above into account, we, therefore, propose that: 
 

Hypothesis Model  
Main Hypothesis 
Process innovation does not have statistically significant impact and correlation with enterprise performance.  
 
Sub-hypotheses 

Hypothesis 1: Product innovation does not have statistically significant impact and correlation with enterprise 
performance.  
Hypothesis 2: Process innovation does not have statistically significant impact and correlation with enterprise 
performance.  
Hypothesis 3: Market innovation does not have statistically significant impact and correlation with enterprise 
performance.  
Hypothesis 4: Process innovation does not have statistically significant impact and correlation with enterprise 
performance.  
 

3. Methodology Research approach and study design : 
 
This paper will adopt a quantitative approach. Structured questionnaires will be employed to obtain primary 
data from SME owners or managers, In order to gather quantitative information on innovation and 
performance metrics, the questionnaire will use Likert scale items. Data collected at the first quarter of 
2024.The selection criteria for these companies is that all these companies must be small or medium sized, not 
large companies( Creswell, 2014).  
The questionnaire will include (316) small and medium-sized enterprises and draw a comparative analysis 
between companies with statistical tools using linear and nonlinear regression and other measures. Moreover, 
this paper used specific software or tools such as SPSS (Muijs, 2004). 

 The data would be analyzed using all available quantitative measures and statistical tools.  
 

3.1 Structural Model :  
Based on theorementioned hypotheses, the conceptual framework of the study is illustrates in Figure (1). 
 

 
            Correlation between innovation and firm performance  
           The direct effect innovation dimensions on performance dimensions 

Figure 1   : conceptual framework of the study 
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3.2 Variables and measures:  
3.2.1 Dependent variable: innovation variables and dimensions 
The available data from (316) small and medium sized companies will be tabulated to identify the innovations 
in these firms along with the performance of these firms. 
 
For innovation variables and dimensions can be classified into:  
3.2.1.1 Product innovation:  
Product innovation involves introducing of new product or service that demonstrates significant improved in 
terms of features, performance, and quality. Product innovation represents the input process adopted in order 
to improve the production. Recent studies indicates  that 156 innovation in products and services encompassing 
Growth, expansion and attainment of a competitive advantage (Alexe & Alexe, 2016).  
 
3.2.1.2 Process innovation.  
involves introducing entirely new production and improving method of production or approach of service 
delivery by an company that incorporating significant changes in techniques, equipment, tool, machinery etc. 
Process innovation should deliver significant  outcome in terms of output of production. This could  encompass  
such as enhancing quality of product, declining cost of production and distribution or increasing efficiency. 
moreover, it is considrated stands as a cornerstone in innovation management due to firm's innovation goals 
are  inherently shaped by process innovation, which in turn defines the sequential actions in the process. 
(Union, 2013)  
 
3.2.1.3 Organizational innovation  
refers to the degree to which a enterprise adopt change in structure. As described by Rajapathirana and Hui 
(2018), it involves introducing new organizational methods within a firm's business practices, structure, or 
external interactions.While organizational innovation can increase firm performance by reducing 
administrative expenses and transaction cost, its primary aim is to improve satisfaction of employee within the 
workplace.The organization innovation is a transformative process of organizational that have immediate 
impacts in both technical and social structures of an organization.  
 
3.2.1.4 Marketing Innovation  
Innovation and marketing are two interdependent elements that supplement each other, and the success of 
one reckon on the success of the other. Marketing Innovation takes into account integrating marketing 
strategies within the process of innovation such as the marketing of novel products that tailored the needs of 
customers. Marketing innovation involves all activities  associated with innovation management that aimed to 
develop and promote market success of new products and services. (Casidy, Nyadzayo, & Mohan, 2019).  
 
3.3 Independent variable: the firms performance 
Firm performance refers to the results achieved by the firm in respect to its internal and external set objectives,  
firm performance variables and indicators used in this paper were divided in to three dimensions and 
indicators as shown in table below (2)  
 
Firm Performance Variables  
 

 Indicators or variables  References  
1 Financial Performance Dess, G.G. and Berd, D.W, (1984)  
2 Market Performance Kellermanns et al., 2010  
3 Employment Performance  Rybárová ,Stetka,Sagatova 2019  

 
4. Results and Discussion: 

 
4.1 Distribution of the Surveyed managers and owners according to their Personal characteristics 
 
4.1.1 Position in the organization or in company : 
 

Table (1) Position in the organization or in company 
Position Frequency Percent 
Owner 115 36.4% 
Manager 201 63.6% 
Total 316 100.0% 

 
Regarding roles within the SMEs, 36.4% of respondents were headed by owners. 63.6% as managers of 
enterprises.  
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4.1.2 Gender 
                                   Table (2) Gender disparity 

Gender Frequency Percent 
Male 202 63.9 
female 114 36.1 
Total 316 100% 

The results indicate gender disparity in the leadership in  SMEs enterprices, where majority headed by males 
(63.9%) and Only (36.1%) of females. 

 
4.1.3 Education: 
 

Table (3) Education level 
Education level Frequency Percent 
Primary 18 5.7% 
Secondary 30 9.5% 
Undergraduate 188 59.5% 
Postgraduate 80 25.3% 
Total 316 100.0% 

 
Data on the educational backgrounds shows that undergraduate were the most significant group accounted for 
59.5% of the sample as a whole. whereas ( 25.3% ) were Postgraduate, ( 9.5% ), ( 5.7% ) were Secondary school  
and Primaryschool respectively.  
 
4.1.4 Firm’s age: 
 

Table (4) Firm’s age 
Firm’s age Frequency Percent 
1 to 5 years 108 34.2% 
6 to 10 years 133 42.1% 
11 and over 75 23.7% 
Total 316 100.0 

 
The age of the enterprises distribution shows that 34.2% are between 1 year to 5 years old (42.1%) are in the 6–
10-year range, and 23.7% are (11) years old or over. 
 
4.1.5 Number of employees :  
 

Table (5) Number of employees 
Number of employees  Frequency Percent 
1 – 50 employees 92 29.1% 
51 – 100 employees 168 53.2% 
101 – 150 employees 56 17.7% 
Total 316 100.0% 

 
This table presents the distribution of companies based on number of employees. The majorly of enterprises 
with 51–100 employees, which comprises 168 businesses were represents 53.2% of the entire population, while 
(29.1%) were (1– 50 employees), and (17.7%) were (101 – 150 employees).  
 
4.2 Testing study hypothesis: 
This section focuses on presenting and interpreting the results of testing the study hypotheses, including those 
related to correlation, direct and indirect influence, as well as variance, according to the following:  
 
4.2.1 The first section: testing and interpreting correlation hypotheses 
Correlation analysis was conducted between the study variables and their dimensions at the micro and macro 
levels , in order to test the main correlation hypothesis, which states that (there is no significant correlation 
between the study variables, innovation and performance) and their dimensions, both individually and 
collectively), by applying the simple and multiple correlation coefficient test and the Spearman method  by 
using the (SPSS V.26) program, The findings were as follows: 
 
4.2.1.1 First: Testing the initial Sub-Hypothesis:  
This hypothesis states that (there exists no significant correlation between innovation and performance in the 
small and medium enterprises investigated. This hypothesis was tested, and its results were analyzed as 
follows: 
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Micro level: Table (6) illustrates findings from testing the correlation between dimensions of innovation 
variables and dimensions of performance variables, The analysis revealed a noteworthy significant and positive 
correlation between the dimensions of the innovation variables and the dimensions of the performance 
variables, as detailed below: 
 
A. The analysis unveiled that the values of correlation coefficient between innovation dimensions variables, 
represented by (product, operations, marketing, and organization) and performance variables, yielding values 
of (0.657), (0.686), (0.708), and (0.681), respectively, and at a significance level of (0.01). Which indicates the 
presence of significant levels of positive correlation between the dimensions of the innovation variables, 
represented by (product, operations, marketing, and organization) and the performance variable in the small 
and medium enterprises studied. Consequently, the observed correlations indicate that as small and medium 
enterprise management embraces innovation across product, operations, marketing, and organizational, there 
is a corresponding enhancement in performance metrics. and vice versa. Therefore, promoting an innovation 
within these enterprises may lead to optimal performance levels. 
 
b. The analysis revealed that the correlation coefficient between the variables of innovation's dimensions and 
the dimensions of the performance variables, represented by (financial performance, marketing performance, 
and employment performance) reached (0.671), (0.685), (0.772), respectively, and at a significance level of 
(0.01). These results indicate that there are significant levels of positive correlation between the variables 
dimensions of innovation and the dimensions of the performance variables, in response, these correlations 
propose that as small and medium enterprise management prioritizes innovation across diverse dimensions, 
encompass financial, marketing, and employment aspects, there is a corresponding progress in performance 
metrics.  
 On the other hand, neglecting innovation may hinder performance optimization. therefore, encouraging 
innovation within these enterprises may result in improved financial, marketing, and employment 
performance, which will increase their overall success. 
 
c. The analysis revealed varying correlation coefficients between the dimensions of innovation variables and 
performance variables. the highest value of the correlation coefficient was  found between the (marketing 
innovation) dimension and the (employment performance) dimension, yielding a value of (0.720) and at a 
significant level (0.01), on other hand, the lowest value of the correlation coefficient was between the 
dimensions of the innovation variables and The dimensions of the performance variables were between the 
(marketing innovation) dimension and the (financial performance) dimension, which was (0.542) and at a 
significance level (0.01), and The correlation values for the other dimensions and variables fell within the range 
delineated by these two value. 
 
4.2.1.1.2 At the Macro level: 
 A significant and positive correlation exists between the innovation variables and the performance variables, 
where the value of the correlation coefficient between them reached (0.795) at a significant level (0.01), This 
finding indicates that when small and medium enterprises adopt innovative practices, they achieve higher 
performance levels, and vice versa. 
 

Table (6) Correlation between innovation and performance dimensions 

Performance 
 

                         
innovation 

Financial 
Performance 

Market 
Performance 

Employment 
Performance 

Overall 
indicator 

Product 
innovation 

.565** .547** .649** .657** 

Process 
innovation 

.566** .611** .659** .686** 

Market 
innovation 

.542** .632** .720** .708** 

Organizational 
Innovation  

.629** .570** .625** .681** 

Overall 
indicator 

.671** .685** .772** .795** 

Source: Prepared by the researcher from the results of statistical analysis 
 
To sum up, it is obvious from correlation test results for the initial hypothesis regarding the relationship 
between innovation dimensions and performance dimensions, at both micro and macro levels, it is evident that 
the initial hypothesis is rejected (H0). In contrast, the alternative hypothesis is accepted (H1). which posits that 
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there exists a significant correlation between the dimensions of innovation and performance within the small 
and medium enterprises investigated. this aligns with a study (Hilman and Kaliappen (2015) and Makanyeza 
and Dzvuke (2015) 
 
4.2.2 The second section: Testing and Interpreting Direct Impact Hypotheses:  
Both simple and multiple regression were applied to test the direct effect hypothesis, where the main 
hypothesis states that there is no direct, statistically significant effect of the variables (dimensions of 
innovation) and their dimensions, individually and collectively, on the performance dimensions of the small 
and medium enterprises investigated. The results obtained from the outcomes were (SPSS V.26) pursuant to 
the following paragraphs: 
 
4.2.2.1 The first sub-hypothesis:  
According to hypothesis (there is no statistically significant effect of innovation’s dimensions individually and 
combination on the dimensions of performance in the small and medium enterprises investigated). The results 
of the analysis, as presented in Table (2), indicate the following: 
 
4.2.2.1The findings of the analysis indicate that a significant effect of the independent variable (innovation 
dimensions), on the dependent variable, (performance dimensions), based on computing (F) value of (538.03), 
which was greater than its tabulated value of (3.871) with degrees of freedom (1, 314). In addition, a significance 
effect is confirmed by the value of the calculated level of significance (Sig.) (0.000), which is less than the 
study's predetermined level of significance of the study (0.05). 
 
4.2.2.1.2 The value of the constant (B0) indicates that the performance dimensions have a value of up to 
(0.547) when the value of innovation and its dimensions is equal to zero, This suggests that the performance 
dimensions variable derives part of the direct effects through innovation and its associated dimensions as 
considered in the this study. 
 
4.2.2.1.3 The marginal slope coefficient (B1) was equal to (0.795). which indicates that a one-unit change in 
innovation's dimensions consequence in a change in the performance's dimensions approximately 79.5%. In 
other words, this significant percentage change delivers reliable insight into the important link between 
performance and innovation dimensions. 
 
 4.2.2.1.4 The R-squared value reached (0.631), indicates that a percentage of (63.1%) of the variation in 
performance occurring in the performance dimensions can be attributed to dimensions of innovation. The 
remaining percentage (36.9%) of the change in the dimensions of performance likely effected by other variables 
not considered in this study or other unaccounted factors. This emphasizes how crucial it is for small- and 
medium-sized enterprises executives to embrace innovative facets if they intend to be successful in raising 
performance levels. 
 

Table (2) The direct effect innovation dimensions on performance dimensions 

model 

performance’s dimensions 

B0 B1 R2 
F 
calculated 

F 

Tabulated  
Sig. 

innovation's dimensions 0.547 0.795 0.631 538.03 3.871 0.000 

 *freedom degree  F)314 ، 1( value P ≤ 0.05 N=316     

Source: Prepared by the researcher from the results of statistical analysis 
 
4.2.3.  Multiple regression analysis was conducted using the (stepwise approach) to assess the direct impact 
of innovation dimensions on performance dimensions. The test results in table (3) revealed the development 
of the following significant models: 
 
4.2.3.1 First Model: 
 This model identified marketing innovation as the single dimension with a direct impact on performance 
dimensions,other innovation dimensions were excluded during the stepwise analysis. 
The results indicated that the marketing innovation dimension a had significant impact on the performance 
dimensions than the other dimensions of innovation, as indicated by the value of ( t) calculated (17.757), which 
is greater than its tabulated value of (1.649) and with a degree of freedom (314). Moreover, Significance level 
(p-value): 0.000 (much lower than the chosen significance level of 0.05). 
The R-squared value of 0.501 suggests that marketing innovation explains 50.1% of the variation in 
performance dimensions. That is, the marketing  innovation dimension alone explains (50.1%) of the change 
that occurs in the performance dimensions, and that (49.9%) is due to the other dimensions of the innovation 
dimensions variables or to other explanatory factors that are not included in this model. These findings suggest, 
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For small and medium-sized enterprises aiming to achieve and maintain performance, this suggests 
prioritizing innovation marketing. The analysis reveals innovation markting as a critical dimensions with a 
greater impcat than others. 
 
4.2.3.2 The second model  
incorporated two dimensions, namely marketing innovation and operational innovation, after organizational 
innovation and product innovation were excluded. Analysis results illustrated that these two dimensions, when 
combined, had a greater impact on performance dimensions compared to the excluded dimensions as indicated 
by the calculated (t) values, which amounted to (8.824) and (7.461), respectively, which are greater than its 
tabulated value of (1.649) and with a degree of freedom (313). The significance of this effect is confirmed by the 
calculated (Sig.) values. Which are (0.000), (0.000) and respectively, which are much lower than the 
hypothetical significance level of the study, which is (0.05). The R-squared value (R2) for combined dimensions 
(marketing and operational innovation) is (0.576), This means that the two dimensions (marketing and 
operational innovation) collectively explain (57.6%) of the change that occurs in the performance dimensions. 
The remaining (42.4%) is due to other explanatory factors that are not considered in this model. The study 
suggests that small and medium-sized enterprises striving for sustain performance should prioritize both 
marketing and operational innovation. These dimensions stand out as essential components of innovation and 
have a greater effect than the others. 
 
4.2.3.2 The third model:  
This model encompass dimensions (marketing, operational, and organizational) of innovation excluding 
product innovation dimension, results of the analysis indicated that the dimensions (marketing, operational, 
and organizational innovation) combined have a greater impact on the performance dimensions , as indicated 
by the calculated (t) values (4.635), (7.048), and (7.000), respectively, which are greater than its tabulated 
value of (1.649) and with a degree of freedom (312), The significance of this effect is confirmed by the calculated 
(Sig.) values,  (0.000), (0.000), and (0.000), respectively, which are values that are much lower than the 
hypothetical significance level of the study, which is (0.05). Furthermore, the combined R-squared (R2) for the 
dimensions (marketing, operational, and organizational innovation) was 0.634, which indicates that the 
dimensions (marketing, operational, and organizational innovation) collectively explain 63.4 percent of the 
observed change in dimensions of performance. The residual 36.6% of the variance is likely due to other factors 
that weren’t considered in this model. These results imply that marketing, operational, and organizational 
innovation should be prioritized by small and medium-sized businesses that want to attain and sustain 
performance dimensions. These dimensions stand out as essential components of creativity, bearing more 
weight than others. 
 

Table (3 ) Direct effect of innovation dimensions on dimensions of performance 

model 
dimensions 
included in the 
model 

B0 B1 
value 

R2 
calculated 
T value  

Degree 
of 
freedom 

Sig. 

First  Marketing innovation 1.161 0.708 0.501 17.757 314 0.000 

Second 
Marketing innovation 

0.679 
0.447 

0.576 
8.824 

313 
0.000 

Operational innovation 0.378 7.461 0.000 

Third 

Marketing innovation 

0.513 

0.254 

0.634 

4.635 

312 

0.000 

Operational innovation 0.336 7.048 0.000 

organizational 
innovation 

0.329 7.000 0.000 

Tabular T value with degrees of freedom 314, 313, and 312 = (1.649) N = 316 

Source: Prepared by the researcher from the results of statistical analysis 
 
Based on the results of the regression analysis at both macro and micro levels the impact innovation 
dimensions on the dimensions of performance, as depicted in tables (2) and (3), It is possible to draw the 
conclusion from the evidence,  
on a macro level, innovation's dimensions significantly impact performance dimensions.  
simultaneously, at the micro level the dimensions of marketing, operational, organizational innovation 
together significant impact on performance. In contrast, the product innovation dimension had no significant 
effect on performance dimensions. Therefore, this reflects the invalidity of the first sub-hypothesis, which is 
branching from the third main hypothesis, and the acceptance of the alternative hypothesis, which states that 
(there is a statistically significant effect of innovation and its dimensions, individually and together, on the 
performance dimensions of the small and medium enterprises investigated, except for the product innovation 
dimension). 
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５. Conclusions and avenues for future research: 
 
This study contributes to the literature via investigating and examining the relationship between innovation 
and performance in small and medium sized enterprises in Duhok province. 
The findings concluded the hypotheses that dimensions of marketing, operational, organizational innovation 
have significant impact on dimensions performance through performance’s dimensions (Financial 
Performance, Market Performance and Employment Performance) of SMEs in Duhok province.  
In contrast, the product innovation dimension had no significant effect on performance). In addition, the 
findings inform SMEs and policy makers that innovation is a critical factor in today’s entrepreneurial activities. 
These results align with another researches, including Makanyeza and Dzvuke (2015), Raposo, Ferreira, and 
Fernandes (2014), Rajapathirana and Hui (2018) ...etc.  
In order to enhance the performance of SMEs via innovation, it's crucial caution must be considerate when it 
is related to investment decisions. SMEs are encouraged invest only in areas that yield favorable outcomes, in 
this situation, the study recommends that SMEs should allocate resources towards building their marketing, 
operational, organizational innovation to improve performance of their firms.  
 
It's interesting to note. However, this research was limited to a single province (Duhok). This presents 
difficulties for the findings' generalizability. To address generalization concerns, it is suggested that future 
study be conducted in another Iraqi cities. Also, if the study was conducted in different industries.  
 
In addition, Further studies should explore methods for how SMEs could assess cost-benefit ratio of innovation 
and how they determine whether to select internal or external sources of innovation prior to initiating actual 
innovation. 
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