Dumlupinar Universitesi Sosyal Bilimler Dergisi EX013 Ozel Sayisi

DOES THE LINK BETWEEN MARKETING ORIENTATION AND INN  OVATION
LEAD TO SUCCESS? A SURVEY BASED ON SEM IN TURKEY

Yrd.Dog.Dr. Metin REYHANGSLU Yrd.Dog.Dr. Ozden AKIN Yrd.DogrDBetiil BALIKCIOGLU
Mustafa Kemal Univ.jsletme Boliimii Mustafa Kemal Uniigletme Bélimii Mustafa Kemal Unilgletme Bélimii

reyhanoglu@gmail.com ozdendogan@gmail.com iiba@gmail.com
Abstract

Innovation has been long discussed to be an impogiement for sustaining a competitive
advantage. The relationship between market orientaind innovation has not been argued
enough in literature. Innovation can be definedirass gain position through an introduction of
new technologies, production processes, and predacthe market place. According to the
Schumpeterian view (1934) to take a competitive aathge, firms should link between
marketing and innovation orientation. However, Dxerc (1954) defines that the two basic
elements, of the firms’ are marketing and innowatiso that innovation concept fits on the
centrality of market orientation. The purpose oistktudy is to investigate the impact of
innovation on a firm's performance in the contelikpmduct and marketing innovation among
over 10.000 firms, the data of which were provided the Turkish Statistical Institute. It
examines the relation between firm innovation andrfcial performance as a firm performance
criterion. Structural Equation Modeling has used &malyze the possibility of a
marketing/innovation effect on performance modslite basis of the Community Innovation
Statistics questionnaire survey.

Keywords: Innovation Orientation, Marketing Innovation, Puwotl Innovation, Structural
Equation Model (SEM)
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PAZARLAMA YONLULUK 1ILE INOVASYON ARASINDAK 1ILiSKI BASARIYI
GETIRIR MI? TURKIYE'DE SEM TEMELL i BiR ARASTIRMA

Ozet

Inovasyon, rekabetin avantajinin sirduriimesindemiindir eleman olarak uzun stiredir
tartisiimaktadir. Pazarlama odakhlik ile inovasyon amdaki iligki literatirde yeterince
tartisilmamstir. inovasyon firmalarin yeni teknolojiler, tretim siex¢ ve drunler yoluyla
pazarda bir pozisyon elde etmeleri olarak taninddimaSchumpeteryan bakiacisina (1934)
gore bir rekabet avantaji elde etmek, firmalariago@ma ile inovasyon odaklilik arasinda bir

bag olusturmasiyla olmaktadir. Ancak, Drucker (1954) firarvah iki temel unsurunu pazarlama
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ve inovasyon olarak aciklamakta ve inovasyon kawnarpazarlama odaklginin merkezine
yerlesmektedir. Bu cadmanin amaci, Turkiyeistatistik Kurumu'ndan gganan yaklaik
10.000’inin tzerinde firma verisi yoluyla trln vazar inovasyonu c¢ercevesinde inovasyonun
firma performansi Uzerindeki etkisini anamaktir. Finansal performans 6l¢utl olarak firens
performans ile firma inovasyonu arasindakiskili incelenmitir. Pazarlamdhovasyonun
Performansa Etkisi Modelinin analiz edilmesinde Miagk inovasyonistatistikleri (Community
Innovation Statistics) cercevesinde glurulmus olan anket argdirmasi temelinde Yapisakiik
Modeli kullaniimstir.

Anahtar Kelimeler: Pazarlama Odaklilikinovasyon Odaklilik, Pazarlanmiaovasyonu, Uriin
Inovasyonu, Yapisalgilik Modeli (SEM)

JEL Kodu: M10, M20, M30

1. Introduction

In recent years, the strategic marketing literathas focused on the relationship between
marketing and product innovation with the aim oflerstanding the firm performance. In this
context, the degree of market orientation of then fis important in creating new products and
services (Houstan, 1986; Kohli & Jaworski, 1990nia & Slater, 1990). As Drucker (1954)
argues that marketing and innovation are the tvgickfanctions of the firm. Similarly, the core
of Kohli and Jaworski (1990) definition of marketemtation is an innovation (Griffin & Hauser,
1996) investigated that the collaboration for R&Bdamarketing reveal better new product
performance. Innovation is widely seen a criticaliree of the competitive advantage that the
necessity for firm growth strategies to create anter new markets, to increase the existing
market share (Gunday, Ulusoy, Kilic, & Alpkan, 20p1662). While innovation is an important
source of competitive advantage, the speed oirthisvation affects marketing activities and the
new product development process (Brown & Eisenharf®7). Schaefer (1999) argued that
product development and new products are the jpahcndicators of profitability of a firm.
Hence, success of firms substantially based omnr tegability to develop new methods of
production and create new products and markets, (D2§4; McEvily, Eisenhardt, & Prescott,
2004; Nerkar & Roberts, 2004; Sorescu, Chandy, @&PRu, 2003) that involve strong interaction
between the firm and its customers (Akova, Ulustayzin, & Kaylan, 1998).

Innovativeness leads to innovations that comprahweractivity in which from new knowledge
applied to commercial ends that ranging from micteeinges to existing products, processes, or
marketing efforts and/or improved product linegporcesses. Innovativeness can be defined as a
firm’s willingness to place a strong emphasis ahtwlogical developments, new products, and

new services (Schumpeter, 1934; Slevin & Covin,4)9%his innovative knowledge reaches to
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the firm from external sources (Cassiman & Veugel2002) as well as internal sources are a

critical component of innovative capabilities (T,s2001).

Much of the research showed that marketing capglbiéis an important role in innovation-based
strategy (Weerawardena & O’Cass, 2004) and thisalmlifyy increases success market
performance of the firm (Day, 1994; Mariadoss, Tduag, & Mouri, 2011, p. 1308; O’Driscoll,
Carson, & Gilmore, 2000; O’Cass & Weerawardena920Hdowever, past research investigated
that marketing capability affects all types of irations (Mariadoss et al., 2011, p. 1308) and
innovation-based sustainable strategies used bfirtheManu and Sriram (1996) showed that
different innovative types should have differentrkesing strategies. In addition, they argue that
the wide-ranging relationships between differenpeass of innovativeness and marketing
strategies, expenditures and performance, as wéhles to the environmental context.

The purpose of this study is to investigate theaotf innovation on firm performance in the
context of product and marketing innovation amomgrdl0.000 firms, the data of which were
provided by the Turkish Statistical Institute (TStht). It examines the relation between firm
innovation and financial performance as a firm @enfance criterion. Structural Equation
Modeling (SEM) has used to analyze the possibiifya marketing/innovation effect on
performance model, as the basis of the CommunitypJation Statistics (CIS) questionnaire
survey.

This article is organized as follows. First, we iesved the extant literature on strategic
marketing in the context of innovation, marketingentation, and firm performance. Second, the
study’s conceptual framework and hypotheses arailddt Then, the methodology used to

design the empirical study is described and theltseare presented.

2. Literature Review

2.1. Innovation Types

Strategic marketing literature emphasizes on maenggetnd product innovation advantage from
faster product development because innovation sggeatinost critical under different market
conditions (Lambert & Slater, 1999). Especially tdevelopment of new products is an
important strategy that includes identifying cusesmeeds and analyzing market conditions for
firms in surviving in competitive and segmented ke#s (Calantone & di Benedetto, 1988).

The European Commission (1995, as cited in Cam8s®tonfort-Mir, 2012) defines innovation
as “the renewal and enlargement of the range oflymts and services and the associated
markets; the establishment of new methods of promluc supply, and distribution; the

introduction of changes in management, work orgain, and the working conditions of the
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workforce”. As regards to this conceptualizationimmovation can be separate from the form of
the innovation, and its impact range on a worldjonal, regional, or sectorial (Camison &
Monfort-Mir, 2012, p. 777).

The academic literature highlighted the importaotennovation in different types. Schumpeter
(1934) described different types of innovation: newwducts, new methods of production, new
sources of supply, the exploitation of new markatd new ways to organize business (Gunday
et al., 2011, p. 662). These innovation types asuated in the OECD (2005) Oslo Manual as
product innovation, process innovation, marketimgpiation and organizational innovation. The
third edition of Oslo Manual (OECD, 2005) that deyed based on the “dual-core” model by
Daft (1978), categorized the innovation as techgiokdl or technical and non-technological
innovations as organizational or marketing innawadi Technological innovation is related with
the “technological core” of the firm that are ditlgcassociated with the main activity of the
organization such as products, processes and grodiechnologies.

Generally technological innovation, separated aslyct innovation and process innovation. The
technological process of innovation that relatedh® products includes the development or
introduction of new materials, intermediate progducor new components or product
characteristics. On the other hand, innovationtedlao processes that associated with the
development or introduction of new equipment, acrease in the degree of automation of
processes, a redistribution of the production @eses, or the use of new energy sources
(Camisén & Monfort-Mir, 2012, p. 778).

Non-technological innovations that encompass omgional and marketing innovations are
indirectly related to core functions of the orgatian. Marketing innovations include changes in
marketing mix such as product design, promotiostridbution, and price strategies that have an
important role in commercialized of products. Hoeewrganizational innovation refers to the
administrative core of the organizations, which rapienalized through internal management
practices such as human resources, the structweraf methods and the external relationships
based on customers, suppliers and competitors (Booa, Walker, & Avellaneda, 2009).

In addition, innovation is classified as incremémtaradical innovation according as the degree
of novelty (Damanpour, 1991). Radical innovationcafied destructive innovation is market-
based in which related to the technological basithe substantial innovation that produces
marginal changes in core practices and in the kedgéd available in a firm or in the world. In
contrast, incremental innovation represents insteemlamental changes as regards current
practices and knowledge (Camisén & Monfort-Mir, 20%. 778; Govindarajan & Kopalle,
2006; Tushman & O’Reilly, 1997). Marketing usesramental innovation in extensions of the

product line or in adding features of current priduIn the marketing literature, innovation
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concerned with product-level (lyer, LaPlaca, & Shay 2006, p. 374). Banbury and Mitchell
(1995) studied that continuous innovations and t¢hbeastancy of incremental innovations
increased market share of firms. In their study bteal. (2006), the country specific factors such
as economic development path, market size, anthéssiand consumer culture influence the
choice of radical or incremental innovations.

Some writers classified innovation both exploratarel exploitative innovation. Exploration is
related to the action of firms designed by seadisgcovery, risk-taking, experiment, and
flexibility. On the other hand exploitation, refey firm act that is designed with refinement,
selection, production, efficiency, and implemematiMarch, 1991). Explorative innovation
focus on technological innovation practices thaarahterized for new or emerging product
markets. Whereas in pure exploitative innovationea to satisfy the needs of current customers
for developing existing product-market positionsotigh technological changes and variations
(He & Wong, 2004; Yalcinkaya, Calantone, & Griffita007). When both types of innovation
considered simultaneously enhance of new prodymstyprovide long-term well-being and
sustainability of a firm (March, 1991, O’Reilly &iEhman, 2008).

2.2. Product and Marketing Innovation

Generally, innovation is not only related to newowkttedge and/or technologies but also new
uses of current knowledge and technologies. In dbetext of technological development,

innovation is evaluated as product and processvatians. Innovation is essential to provide
production and marketing goals such as an incréasgroduct quality, market share, and

production flexibility, decrease in production cosnd creation of new markets (Quadros,
Roberto, & Franco, 2001). Drucker (1985) definedowation as the process of equipping in
new, improved capabilities or increased utilityndwation process which emphasizes not only
marketing activities that the development new kremlgk, products and services but also
promote knowledge transfers, such as joint ventuvis foreign partner so new licensing

agreements, and other actions that affect the @agi@on of the firm’s business activities

(Ayyagari, Demirglc-Kunt, & Maksimovic, 2011, p.4f).

In the marketing literature, innovation concernethvproduct-level (lyer et al., 2006, p. 374)

that categorized with respect to product newnesefasmulated new products and originally

new products. Reformulated new products occurrech sas line extensions and product
modification in consequence of behavioral chandezistomers' consumption patterns. Despite
that original new product reflects a new produced and new for the World (Atuahene-Gima,
1996). In this context product innovation as a pnynmeans of corporate renewal (Danneels,

2002, p. 1095) can be defined new to the firm @ mharket that is improved regarding its
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characteristics such as take different forms, ws®s including significant improvements in
technical specifications (OECD, 2005).

New product development is a process of linkinghtetogy and customers that require
competence relating to technology and competeneging to customers (Danneels, 2002, p.
1104). In the new product development literaturepir and Kleinschmidt (1995), Song and
Parry (1997) showed a positive relationship betwgemuct competitive and the level of new
product success. According to Szymanski and Hesaf@001) meta-analysis represents a
product differential advantage as a strong deteantiof new product performance. However
some studies have focused on the relationship leetivmovation speed and new product quality
(Kessler & Bierly, 2002; Lukas & Menon, 2004), atlstudies have investigated that the effect
of innovation speed on financial performance (Codp&leinschmidt, 1995). Danneels (2002)
shows that activities of developing and marketieg/products can extend the capability of the
firm. Cooper and Kleinschmidth (1995) have investiggl that offering new products to market
affect positively the financial performance of amnproduct project. They indicated that new
product performance measures in terms of the nesduyst’'s outcomes annual sales, market
share, and profitability as annual.

OECD (2005) in Oslo Manual defined marketing inrtava as “the implementation of a new
marketing method involving significant changes irodquct design or packaging, product
placement, product promotion or pricing”. As Kot{@091) indicated that marketing innovations
are related to the lines of four P’s of marketiMarketing innovations aim increasing firm’'s
sales with satisfying customer needs better, ogenom new markets, or newly positioning a
firm’s product on the market.

As new products that developed with distinctiveralgeristics that includes superior product
guality and design, expanded services provide wniglue to customers the firms obtain better
market performance. At the same time, the abilitg 6rm to perform new product development
and marketing activities at a lower cost is evadahs a new product advantage. The new
product success of the firms is related a firm’skatorientation (Kim & Atuahen-Gima, 2010).
Grewal and Tansuhaj (2001) investigated that commnetintensity and degree of competition
influence firm's activities on market performanbébrell, Craig and Hansen (2011) showed that
a positive relationship between market orientatéom firm innovativeness is moderated by
natural environmental policy positively but the angzational life cycle is moderated negatively
(market orientation to innovativeness).

It is argued that successful firms that performovation and marketing efforts simultaneously

increase of market performance. There is a compieangrelationship between the capability of
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innovation that enables firms to create value arketing activities that help to capture this
value. The relationship between innovation, markgtefforts, and performance is extremely
important. O’'Cass and Ngo (2011) found that innimvand marketing capabilities significantly
affect market performance.

As a type of product-firm congruity, the innovatiermarketing fit is considered here. In this
study innovation-marketing fit related an extensabithe new product/service development may
take advantage of the current marketing capalslitiethe firm, such as the design of the new
product, creating new market, distribution, adwenty and promotion (Calantone & di
Benedetto, 1988; Cooper & de Brentani, 1991; Co&pKteinschmidt, 1987). Especially, in the
stage of commercialization of the new technologoraducts, innovation oughts to be associated
with the promotion, supply and distribution cap#pifort to provide profit from innovation
(Teece, 1987).

Also innovative products or services used by maokeinted firms to satisfy customer needs and
to take an advantage against competitors. (Dilmietl., 2011, p. 469). Several studies have
shown a strong relationship between innovativersas$ market orientation (Han, Kim, &
Srivastava, 1998; Kirca, Jayachandran, & Beard®@®5p The strength of this relationship
depends on the capability of the firms to develew rproducts and services associated with
these products that meet customer demands (Harl.,ei9®8; Jaworski & Kohli, 1993;
Tajeddini, Trueman, & Larsen, 2006). In additiodat& and Narver (1994) have found a

positive correlation between market orientation aea product performance.

2.3. Innovation Performance

In Schumpeter’'s (1934) innovation theory, innovatidisplays as an outcome or innovative
performance. According to this theory, the creattdbmew knowledge or new combinations of
existing knowledge are presented source of innomatin the firm. Innovation performance is an
observable result of the capability of transformkmpwledge of products, processes, market, or
new organizations. In addition, depending on imprg\vhe innovative performance, production
and marketing performances will amendment and grovesult of the mediation the financial
performance (Gunday et al., 2011, p. 665).

Innovative firms effectively conduct innovation amdarketing activities complementary to
create value on the base of customer that willsfaam to valuable intangible assets (Berry,
2002). At the same time, this complementary conoectontributes to superior market
performance of firms (O’Cass & Ngo, 2011, p. 1319).

Several aspects of innovation performance are iitezhin the literature (Atuahene-Gima, 1996,

p. 94). One of these aspects is innovation speld.timing of market entry is another aspect
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that is used in description of innovation (Manu &&mn, 1996). Innovation speed that defined
as a firm's capability to advance the progress thsplayed in the new product development
processes is an important resource for the firnstaging close to the customer (Chen, Lin, &
Chang, 2009; Kessler & Bierly, 2002). Carbonell @rddriguez (2006) show the positive
relationship between innovation speed and new ptogerformance. According to their studies,
competitive intensity, market potential and manketertainty affect innovation speed and new
product.

Innovation has been measured by use output termgaastics on new products and patents. In
input terms innovation measured with on R&D expamds and numbers of scientists and
engineers as a percent of the workforce (Manu &a8rj 1996).

In the context of new product success, innovatiégomance is associated with an increase in
sales and market shares (Wang & Wei, 2005). EhgeQiibe’s (2010) research supported that
industry concentration and leverage, R&D investnyaogitively affects firm performance and
firm market value. Lawton and Parasuraman (198(itesl in Atuahene-Gima, 1996, p. 94)
studied that the marketing, from both innovatidmsg an insignificant effect with respect of the
innovation activities and the degree of product mesg.

Gunday et al. (2011), aim to explore innovationsl &meir effects on firm performance by
examining product, process, marketing and orgaioizal innovations, as well as by focusing on
various aspects of firm performance. They found thaovation has a positive and significant
impact on innovative performance in manufacturimgng. O’'Cass and Ngo (2011), in their
study take into account the contribution of enteggurial orientation and market orientation to
their focal functional capabilities and marketplaperformance. They found that market
orientation and entrepreneurial orientation are twacial steps for firms' enroute to superior

marketplace performance.

3. Research

Our research was conceptualized by reviewing intowditerature which we interpreted that
the literatures have not achieved clearly yet. @irse, there are some conceptualizations and
findings that marketing and innovation relate eatter on the some basis of context (Berry,
2002; Berthon, Hulbert, & Pitt, 1999; lyer et &Q06). Our research is mainly differentiated at
least three points from those the literature. Fitse research is used SEM to analyze the data
which has a very large sample. Second, the modslgeaerated from three periods, and the
periods were compared to expose which models t&eel fiThe last point is that the model of the
research consists of some observed indicators,hwdotlected by TurkStat based on the CIS,

which explained below.
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3.1. Hypothesis Development

There are several researches in market orientéitenature that supported market orientation
directs to successful innovation and higher orgational performance (Deshpande, Farley, &
Webster, 1993; Kohli & Jaworski, 1990). Atuahen@r@i(1996) find that a positive relationship
between market orientation and new product perfaomaat the early stage of the product life
cycle. In addition, they argue the impact of mak@tntation on performance differs concerning
service and product innovations. As Laforet (2008%earch introduced that technology,
orientation significantly affected product innovaness.

Past research has studied the firm’s innovativeacieristics and performance in the context of
market orientation, which supports and createsffacgient organizational activity that increases
performance (Jaworski & Kohli, 1993; Kohli & Jawkrs 1990; Narver & Slater, 1990).
According to O’Cass and Ngo (2011), market orieaotatffects market place performance via
developing innovation capability, marketing capigpiland their complementary combination.
Atuahene-Gima (1996, p. 94) argued that the degrgroduct newness, product-company fit,
product advantage and inter-functional teamworkfiected by market orientation which lead
innovation success. Drechsler and Natter (2012)otstrate marketing capabilities positively
contributes firm innovation performance which meeliaby the decision of the influence of
marketing on new product department. In their studgursen and Salter (2006) show that
marketing, as a distinct function is important doiving innovation success. Particularly, in their
study show that the marketing department shoulde havhigher status in new product

development.
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Under generated from the academic literature owovation our study consists of hypothesis.
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The following are the research hypotheses can\bdeatl under the heading of relationships and
First, using SEM requires some relationships betwatent variables. Those each latent variable

must support factor analysis. Besides of thosefatalyses our hypothesis about relationships
Hypothesis 1. There are relationships among product innovatiorarketing innovation,

Note: The figures in parentheses are the refergeaeof the period.
path analysis. These hypotheses can be seen as belo

financial performance, and marketing performance.

Figure 1: Framework of the Study.

Relationships Hypothesis

are,
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Path analysis Hypothesis
As mentioned in the introduction our base modelthe relationship between marketing

orientation and innovation effect on firm performan

Hypothesis 2.Product innovation and marketing innovation togetlead to a higher level of
financial performance with the moderation of innv& performance and marketing

performance.

3.2. Sample

The model was tested in the Turkey using a dafeudiStat, which conducted from 2002-2008
in order monitor innovation survey of Turkish firmiBhe data include approximately over one
thousand which totaling all periods (first peri@2856; second 2172; third 5863). Innovation
Survey conducted by TurkStat with a three-year querof two years, is used CIS model
questionnaire based on the Oslo Manual properly DEBtthodology (TurkStat 2013). In the
our model our sample of those periods has threesténat are 2002-2004, 2004-2006 and 2006-
2008 with reference last year. TurkStat samplefinms that employ10 and above workers from
manufacturing and service industries.

Classic statistical method of SEM requires (suctMagimum Likelihood Method) under the
circumstances assumption of normal distribution aaeh-categorical data. Some observed
indicators of our data have categories. Indeedrathserved indicators have not validity of
normally tests. We used alternative method, Wedjhieast Square Method (WLS), requires e
large sample that our data is very enough to us& \Mieira, 2011, pp. 10-11).

3.3.  Method of Analysis

Because of having categorical and non-normal Oistion of our data, we used WLS as
indicated above. WLS produces results from asyngptobvariance matrix, which WLS is
available from Lisrel 8.7, version 8.8 is usedhis tstudy.

For our model, we used some dimension of InnovaBomvey data, which are production
innovation, marketing innovation, marketing perfame, innovation performance, and
financial performance. Analyzed data have differamnber of observed indicators of innovation
performance, marketing innovation, and innovati@rfgrmance for each period. Production
innovation and marketing innovation have binaryewsbed indicators, as yes or no, whereas
innovation performance and marketing performances faur points’ scaled indicators, as no
effect, low, medium, high. Financial performancdeasted only one indicator, which is a total

sale of the firm in the reference year. Two indicat new products and services measure product
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innovation. As shown in Table 1, the research cptuz@ diagram demonstrates the linkage
between production innovation, marketing innovationarketing performance, innovation

performance, and financial performance.

4. Data Analysis and Findings

As mentioned above, our study has three stagethelirst stage, we aim to indicate some
relationships between latent variables. In ordeddtermine those relationship factor structures
of the framework should be performed for each katénincipal Component Analysis (PCA)
used to reduce the number of variables accordingriteria of SEM that achieve a more
manageable number of variables. To conclude ofvileisused IBM SPSS Statistics 20. At the
same time, we analyzed that Explorative Factor ysisl(EFA) to find relationships between
latent variables and factor loadings of observeadhisées to latent variables, by using Lisrel 8.8.
First, we should perform correlation matrix. Excéptween total sales and product innovation,
and an improvement in health and safety, all irndisacorrelate each other with enough
significant level.

As mentioned above we have three periods and therseds have different indicators with small
changes. In order to see whether there is a difterdoetween the periods we analyzed each
period separately. A single factor research modelduin order to overcome the problem of
Common Method Variance (CMV) (Podsakoff, MacKenieg, & Podsakoff, 2003). That is
the means, marketing innovation, innovation perfmmoe, and marketing performance analyzed

as a single factor.

Table 1: Factor Analysis of Innovations (2006-2008 period).

Factors Factor | Eigenvalue[Cumulative %4Cronbach
Loads Variance o
Explained
Factor 1: Innovation Performance 7.033 43.959 .968
An increase in the type of product or service .869
An increase in quality of product and service .9p1
An increase in flexibility of product and service 865
An increase in capacity production .887
A reduce the cost of labor per unit .835
A creation of new market .854
At the renewal of outdated product or service g1
An increase in market share .879
An improvement in health and safety .805
Factor 1: Marketing Innovation and Performance 5.43 77.921 .906
Packaging design (innovation) 767
Selling/distribution methods (innovation) .74
Advertisement methods (innovation) .81i6
Pricing methods (innovation) .784
An increase or maintain market share (performance) | .902
Obtaining new customers (performance) .909
In entrance to new market (performance) .891
Kaiser-Meyer-Olkin = 0.960; Bartlett's Tegt 109116 df 120 p<.000
Extraction Method: PCA; Rotation Method: Varimax.
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As seen in the Table 1, after Varimax Method fer tbtation analysis has resulted as two factors
that innovation performance one hand, marketingovation and marketing performance
together is another hand (eigenvalues larger thaergé gathered for further analysis). Indicated
as marketing performance observations dropped matel for further analysis because of three
reasons. Firstly, two indicators of marketing perfance are same as innovation performance
indicators. Secondly, marketing performance indiatvere not asked 2004 and 2006 reference
years. The last reason is that first-order anddrigder Confirmatory Factor Analysis (CFA) in
SEM does not fit with marketing performance indicat The reason of not fitting model there is
a Poor Discriminant Validity error between innoeatiperformance and marketing performance
(multicollinearity between marketing performancel amovation indicators). After dropping the
indicators two factors emerged again with satisiactest statistics (Table 2).

In addition, product innovation was dropped frone tmodel because “model does not
convergence” error. In addition, relationships lkestw product innovation indicators and others
are very poor. In addition, we could not conclubdat tthere is moderating effect of the newest
product between product innovation and marketingpuation and the relation between firm

innovation and financial performance because oirfggtmodel does not convergence” error.

Table 2: Factor Analysis of Innovations-after dropping sandicators (2006-2008 period).

Factors Factor | Eigenvalue[Cumulative %9Cronbach
Loads Variance o
Explained
Factor 1: Innovation Performance 6.867 52.822 .968
An increase in the type of product or service 873
An increase in quality of product and service .9p5
An increase in flexibility of product and service 868
An increase in capacity production .890
A reduce the cost of labor per unit .840
A creation of new market .859
At the renewal of outdated product or service .83
An increase in market share .884
An improvement in health and safety .805
Factor 1: Marketing Innovation and Performance 3.11 23.955 .855
Packaging design .781
Selling/distribution methods .806
Advertisement methods .819
Pricing methods .809
Kaiser-Meyer-Olkin = 0.952; Bartlett's Tegt 76479 df 78 p<.000;
Extraction Method: PCA; Rotation Method: Varimax.

In the SEM Approach, a measurement model is coresidas a first stage. According to Hair,

Black, Babin, Anderson, and Tatham (2006: p. 7#4#)he first stage is aimed to reduce the

overall impact of error variables that called a tiplg indicator, as resulting output accuracy. We

perform analyses for periods of 2002-2004 and 2226 as same as the period of 2006-2008.

As result of those analyses, factor analysis and @FSEM for all periods, our model changed
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on the basis of three latent, marketing innovatiomovation performance, and financial

performance.
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Figure 2: Result of the structural model for 2006-2008 period

The measurement model analysis of marketing inmmvagffect on financial performance by
innovation performance, we used WLS, require asgtigptovariance matrix, results following
two covariance of measurement errors were let todoeelated; EFCTDIVS and EFCTRNWD,;
EFCTRNWD and EFCTSHAR for the period of 2006-2008addition, EFCTQUAL variable
dropped from the model because of negative of uevdbr the period of 2006-2008. For the
period of 2004-2006, three covariance of measuréneerors were let to be correlated;
EFCTDOMS and REVENUES; EFCTENRG and EFCTCOST; EFEGE and EFCTENVR.
Moreover, EFCTDIVS EFCTOVRS EFCTQUAL EFCTFLEX EFCARC variables dropped
from the model because of negative of t-value lier period of 2004-2006. All periods’ models

can be seen in Figure 2, 3 and 4.
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Figure 3: Result of the structural model for 2004-2006 period
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Figure 4: Result of the structural model for 2002-2004 period

According to Hair et al. (2006, pp. 746-750), foketerminers of goodness-of fit indices have the
most usage which are the ratio of cmin-df, goochoéd index (GFI), normed fit index (NFI),
comparative fit index (CFIl), and root mean squarereof approximation (RMSEA). Models
does not fit indices of all period’s measurementdeis within the specifications of the chi-
square p value criteria (GOF) as shown in Tablédain, our data is very large and effect of
large sample size cannot be eliminated. Hair e{2806, p. 751) argued that larger sample
produces big numbers of chi-square. So that “rebeas should not rely on only one GOF
measure.” As seen in Table 3, the indices of albpgs’ model can be acceptable criteria of other
statistics. For example according to Hair et aDO@ p. 753-table 10-2), if the number of
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observations and the number of observed variabtesed 250, significant p-values can be
expected. Below of the 0.05 p-values of chi-squae be accepted for goodness of fit if other
statistical criteria are sufficient indices. Our aets have 2856 to 5863 observations and 13
observed variables the require above 0.97 of CRI8 @r less of SRMR and 0.7 or less of
RMSEA (Hair et al., 2006, p. 753).

Table 3: Goodness-of-Fit (GOF) Indices of Models foAll Periods

Models (Periods)
Statistics 2002-2004 2004-2006 2006-2008 Criteria
Chi-square 0.00000 0.00000 0.00000 p > 0.05
Normed Chi-square| 4.750 4.137 6.373 1.0<cmin/df<5.0
GFI 1.00 1.00 1.00 GFI >=0.9
NFI 0.99 1.00 1.00 NFI >=0.9
CFlI 1.00 1.00 1.00 NFI >=0.9
RMSEA 0.036 0.038 0.030 RMSEA<0.08
SRMR 0.062 0.044 0.055 SRMR<0.10

Source: Hair et al. (2006, collected from pp. 746-50).

5. Conclusions

The aim of this study is to investigate the impacinnovation on a firm performance in the
context of product and marketing innovation (Atuavima, 1996; Deshpande et al., 1993;
Jaworski & Kohli, 1993; Kohli & Jaworski, 1990; Naar & Slater, 1990; Ruekert, 1992) among
over 10.000 firms, the data of which were provitigdthe TurkStat. SEM has used to analyze
the possibility of a marketing/innovation effect parformance model, as the basis of the CIS
qguestionnaire survey.

Relying on the innovation-marketing innovation Hieire, analyzing of the model support
literature according to the results of the SEM wsialon some criteria (Hair et al., 2006, p. 753).
Our general model, Innovation on product, promqtiamce and distribution, which are almost
all general marketing literature accepted as the Ris (e.g. Kotler, 1991), positively effect on
the firm performance through innovation performanéerthermore, due to the different
questionnaires of 2004, 2006 and 2008 determirantmovation are not same for each period

in models.
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