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Being Entrepreneur: Be Market oriented To Innovate

DAHOU Khadra', HACINI Ishaq™, BENDIABDELLAH Abdeslant™

Abstract: In contrast of all developed economies, the Algegaonomy doesn'’t really have the
necessary entrepreneurship projects to steer awayn fover reliance on hydrocarbons.
Entrepreneurs have to be innovative and rely on itheovation for sustainable competitive
advantage. In the other hand, Market orientatiopresents a source of new ideas for changes,
improvements and motivations to respond to the ataskid mainly before competitors do, by
delivering continuously superior customer valuejolhs in fact what entrepreneurship is about.
This research explores the impact of market origoma as a success factor, on Entrepreneurs
innovation.

Using a hypothesis testing approach, the reseaxgimines the effect of the organization’s
market orientation on innovation. With a judgmeangpling, this research targets entrepreneurs,
asked to respond to questionnaires. Hypothesearalyzed using SPSS program.

This research is of great originality and importania that it provides evidence of the extent
to which Algerian entrepreneurs are conscious ef phominence of being innovative in order to
sustain competitive advantage. Also, the resulic@te that a strong market orientation is critical
for entrepreneurs’ innovations, and sustaining cetiijve advantage but only via innovation, as
the heart of the entrepreneurship.

Key words: Innovation, Market Orientation, Entrepreneurship.
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1. Introduction

The essence of entrepreneurship is the innovatiea ithat makes the project
different, and sustains competitive advantage. Mbee bizarre is your idea the more you
make difference and sell. Innovation has beereafre interest. Managers have taken this
element as a critical strategic factor that woutdvpe the organizations a competitive

advantage and then enhance their performance.

Innovation is identified as the key for organizasblong-term survival. The organizations
with an innovation capability can adapt and re#fetcéively to environmental changes and

develop a flexibility that put these organizati@mead of competition.

Numerous researches have been conducted in anpatiemxplore the main determinants
of organizations’ innovation success. Market oa#ioh is one of the major ones that may
be considered as the most important process itiaele primary and secondary functions,

identified as antecedents of organizations’ inniovat

This research investigates the impact of markegntakion on entrepreneurs’ innovation

strategy.
2. Theoretical Framework

Many studies have focused on building models tolagxpsuccess and failure of
innovation contributing to the growing knowledgeséaof innovation and advancing
innovation propositions and theories. Another strdacused on innovation adoption and
diffusion of new product or service, production g@ss, technology, structure, or

administrative system, plan or program; which mayrernally generated or purchased.

The process of innovation is usually treated as“Black Box” with factor inputs and
outcomes. From managers’ perspectives, there i®gpect that most innovations failed.
Chesbrough (2003) argued that:

“Most innovations fail. And companies that donhavate die. . . . In today's
world, where the only constant is change, the tdskianaging innovation is

vital for companies of every size in every industiynovation is vital to
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sustain and advance companies' current businesdsscritical to growing

new businesses. It is also a very difficult prodesmanage.” (De Ledn, 2010)

But the rules of the contemporary business envieminoblige the organizations to
innovate. So to innovate is no more a choice. Astpd out by Drucker: “Any existing
organization ... goes down fast if it does not inne¥aHe added that not innovating is

major reason of their failure and decline.

First works on innovation can be traced back touBgbeter (1934) as the economic
development driver. He emphasized the importancethef different dimensions of
innovation. He provided the various innovationsttlwuld be developed by the
organization like developing new products or sesjcnew methods of production,
identifying new markets, discovering new sources sufpply, or developing new

organizational forms.

Innovation is often seen as an organization’s eépit is defined by Rogers (1995 as
reported in Wang & Ellinger, 2011) as “an ideayadoict, or process, system or device that
is perceived to be new to an individual, a groupe@dple or firms, an industrial sector or a
society as a whole”. Amabile, Conti, Coon, Lazerdnyd Herron (1996, p.1155 as reported
in Mauchet, 2011) defined innovation as the “susftdamplementation of creative ideas
within an organization”. It is conceptualized asddective-oriented organizational change
in response to environmental change, giving theamimation higher performance and

profitability, economic growth and then better nmetrgosition over competitors.

Innovation has been taken into study from differeonstructs: innovation adoption,
innovation creation or innovation diffusion. Inndea adoption relates to the use of
already existing innovation. In the other handowvation creation refers to the generation
of new knowledge and ideas, and requires creatanty newness (Goktan, 2005). Whereas
innovation diffusion is concerned by the speed ao@ widely an innovation is accepted
by the targeted users. It is a process of commting and increasing the use of an

innovation in order to realize its economic goal.

Innovation has been categorized into different sifemtions: technical/administrative,

product/process/business systems, radical/increth@rgavengood, 2011; Mauchet, 2011,
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de Leon, 2010; Goktan, 2005). Considered as thénemyf growth and organizations’
adaptability in the tremendous researches on irtfmyaand in addition to innovation
frequency, product, process and business systemsation types are selected as a part of
this study.

Product innovation is about introducing new produtiat the organizations produce, sell,
or serve. “A product’'s degree of innovativeness t&ndetermined by the product’s
newness to the firm that develops the product antheé industry within which the firm
operates” (Goktan, 2005). It is similar to inventior open market, characterized by
radicalness and taken for “breakthroughs” in theketa Secondly, process innovation
involves performing a work activity in a new, inragive way. It entails applying new
process improvement, and characterized as incramestépwise and ubiquitous (Lee &
Park, 2006). Both, product and process innovatiepsesent technical innovation, whereas
business systems are encompassed within administiainovation which includes any
innovation that does not fall under product or pss innovation like innovative

management, organizational forms and marketingiigadles.

Innovation frequency refers to how often organiaadi deliver new products to the market
or how often they introduce process or businesgesys innovations in the organization.
Because of the shorter products and services yifée and the increasingly changing and
growing customers demand, the organizations argeblto increase their innovations
frequency in order to keep up in competition andntaén a level a profitability giving

them a sustainable competitive advantage.

In 2009, Hardi and Newell have developed a valae of contributing factors to technical

innovation within construction small and medium ezptises. The tree encompassed
factors that may be taken into account within gadtess of the innovation. The tree was
tested using analytical hierarchy process methayodmd findings revealed that successful
innovators emphasized more on regulatory climatethat government regulators may
inhibit or drive innovation. Innovators put also maamportance on client and end-user

influence. Industry network was seen as suppoftotprs of innovators efforts.

An extensive body of literature argued the primardmpact of innovation on firm

performance and thus on sustaining a competitivarstdge (SCA) (Camisén & Villar-
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Lopez (2011); Garcia-Morales et al., 2011; Jiméhernez & Sanz-Valle, 2011; Chen et
al., 2009; Arago'n-Correa et al., 2007).

Barney (1991, p.102) defines SCA as implementdtipa firm of a value-creating strategy
that is not simultaneously implemented by any curmar potential competitor and for

which such other firms cannot duplicate the besddit this strategy. Based on Barney
framework (2002), a competitive advantage can Istaged if the organization has the
capability of exploiting resources and developingmpetencies with the following

attributes: value, rareness, imitability and orgation (wheelen & Hunger, 2008). These
attributes and characteristics are the essenaof/ation by which the organizations gain
important profit margin and sustain their compedéitadvantage. So, the more valuable,
perfectly inimitable, rare and greater innovati@e the more better can organizations

response and keep up in an ever changing enviranmen

Studies conducted on relationship between innowatamd firm performance and
competitive advantage were either favorable, exhipia positive significant relationship
(Corbonell & Rodriguez (2010); Mol & Birkinshaw, @9; Jime nez-Jimenez et al., 2008;
Mazzanti, Pini, & Tortia, 2006) or insignificant bjecting the idea that organizational
innovation is a factor leading to superior perfonee (Staw & Epstein, 2000; Walker et al.,
2010) (Camis6n & Villar-Lopez, 2011). But despiteese conflicting findings, most
theories and studies see innovation as a key dthedr leads long term organizations’
success, and suggest a positive relationship batweevation and firm performance and
competitive advantage.

2.1.Market Orientation and innovation

Besides Narver and Slater’s (1990) work, beingniost recognized model of market
orientation, Kohli and Jaworski (1990, p. 3 as ctiia Jime'nez-Jimenez et al., 2008)
defined it as “. . . the organization-wide genematidissemination, and responsiveness to
market intelligence”. It is “an organization’s bmess philosophy on its market concept,
which puts stresses on satisfying customers an#eanaeeds effectively and efficiently”
(Huang & Wang, 2011). The core of market orientatfocus is the customer. It is a
behavioral and cultural aspect of the organizatiyn which it can collect pertinent

information on its markets, competitors and custemaeeds, diffuse this information
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within its different departments, so as to read sssponse to the business environmental

changes to maximally satisfy its customers.

Market orientation represents a source of new ideaschanges, improvements and
motivations to respond to the market and mainlyoteefcompetitors do, by delivering

continuously superior customer value.

For this purpose, market orientation has been dersi, in many prior studies, as an
antecedent of innovation, as founded in result€lwdi (2002). Using trangulation method
on 804 US small-businesses, he explored the implabarket orientation on business
innovation and the impact of business innovatioosiness performance. Choi found that
market orientation led innovation for these bussessand that innovation was critical for

small-businesses performance.

Also, Corbonell and Rodriguez (2010) studied thepapt of market orientation on
innovation speed. They emphasized the positive @énpé speed-to-market on product
performance and success. Researchers developed estiognaire targeting 1650
manufacturing firms. From 247 respondents, redoligcated a positive relationship and
effect of the three market orientation components ienovation speed: intelligence
generation, intelligence dissemination and respemgss. Researchers indicated also that

responsiveness has the greatest impact.

Therefore, to investigate the impact of market mdagon on innovation, Researchers

propose the following hypothesis:

H.o. Market orientation has not a positive impactipnovation.
Thus, the following hypotheses are deducted frolMH as follow:
H.o.1. Intelligence Generation has no positive iot@a innovation
H.o.2. Intelligence Diffusion has no impact on imatbon

H.0.3. Responsiveness has no positive impact avation
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Figure.1l. Research Model

3. Research Methodology

This research adopted a hypothesis testing apprttadhst the proposed model,

exploring the effect of market orientation on inaten.

The Algerian entrepreneurs represent the unit alyais. Researchers use a non-probability

purposive judgment sampling, in which the SMEs &spnt the population of interest.

For Data collection, Primary data was collectedngsia theoretically grounded

guestionnaire.

To respond to survey’s statements, five likert egalvere used. The questionnaire was
developed in English and then translated to Frenwdking it more understandable for

participants. 65 questionnaires were collectedvatid for analysis.

To assess dimensions’ internal consistency reitgpé Cronbach’s alpha test was used.
Table (1) exhibits the test results in which thphal values range from 0.674 to 0.905,

making them acceptable.
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Table.1. Cronbach’s Alpha

Variable Dimensions No. of Cases No. of Items Alpha

Intelligence 65 04 0.845
Acquisition

Market ntell

Orientation ntefigence 65 05 0.884
Dissemination
Responsiveness 65 05 0.864
Product Innovation 65 05 0.674
Process Innovation 65 11 0.869

Innovation Busmes_s systems 65 07 0.809
Innovation
Innovation 65 06 0.905
Frequency

4. Analysis and Results

First, a correlation test is conducted to testrétationship between the two research

variable. The following table exhibits the resufshe Pearson Correlation test.

Table.2. Correlation between Research independengshd dependent variables

Intelligence Intelligence
Generation Diffusion Responsiveness
Innovatior Pearsqr 407 360 370
Correlation

To test hypotheses, a multiple regression anaiysised. The results are as follow:

Table.3. Multiple Regression Results

] F-statistic: 10.680
R-squared : .327 Probability: 0.000
Variable Coefficient T-Statistic Probability
Intelligence Generatic .30€ 2.71€ .008
Intelligence Diffusiol 277 2.69¢ .009
Responsivene .29¢ 2.59¢ 012
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As the results show, R square equals 32.7%, stgmifiat 1%, meaning that the
three dimensions of market orientation participateexplaining the variance in the
entrepreneurs’ innovation, with approximately tlaenge impact on promoting innovation.
Therefore, H.0.1, H.0.2, H.0.3 are rejected hypsgBewhere intelligence generation
(3=31%) has the stronger effect on innovation.

Generally, the research findings reveal that hawangstrong market orientation would
promote and motivate innovation and sustain ergregirship projects. Consequently, H.1
is accepted.

5. Conclusion

Nowadays, fostering an innovation strategy has imeca must rather than a choice.
In order to survive in a highly competitive busisesvironment, innovation is considered
as a source of higher organizations’ performance gained competitive advantage.
Furthermore, literature has focused on the keyessc¢actors of an innovation strategy.
Market orientation rises as the most important diacthat would enable fostering
successfully innovations.

This research provides an empirical investigatibthe influence of market orientation on
successful innovation. Findings reveal a signifiqaositive effect of market orientation on
innovation. This indicates that Algerian entrepreseare conscious of the necessity of

developing a market oriented culture to foster emable innovations.

Having a market oriented behavior would provideuahle and pertinent generated
information on customers, competitors, markets...nfhdisseminating it within all the
organization permits faster understanding to amabmzd develop new products, processes
or business systems more frequently, which wouliin give to the organization stronger
and faster responsiveness to the market and keeghead of competitors. Market
orientation is in the core of innovations. It erebfinding a fit between the organization
and its business environment, by exploiting its aesources to take initiatives and seize

market opportunities.
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