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Abstract:

Innovation is critical for business performance and is a key driver of
productivity growth, Algeria has engaged in a process of opening to the international
market through free trade agreements which require national companies to improve
their competitiveness to face fierce competition. Thus, innovation has become an
imperative for the development of businesses and plays a central role in their
performance and survival. While many researchers have focused on innovation in
developed countries, few studies have focused on this area in developing countries.
Our study aims to verify the link between innovation and business performance. To
do this, we conducted a field survey with Algeria Telecom, Sonelgaz, CNAS agencies
in Laghouat-Algeria using a questionnaire. We adopted a positivist approach and
justified our reasoning using a hypothetico-deductive approach. We used SPSS 27
software to test our research hypotheses. The analysis of our results showed that there
is indeed a close relationship between innovation and the performance of the
economic companies of Algeria Telecom, Sonelgaz, CNAS agencies of Laghouat-
Algeria.
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Introduction:

The start of the innovation process depends on the creation of new ideas by
individuals who decide to devote time and energy to bring them to fruition. To
succeed, they must convince decision-makers to grant them financial, material
and human resources. In exchange, they must commit to achieving objectives
within specific deadlines and within allocated budgets. In summary, innovation is
a project. During this, ideas become clearer, opportunities and problems arise. As
the previous example shows, some promising avenues are abandoned while others
are revealed as they move forward. Thus, a company that stops innovating signs
its death warrant in the more or less long term. In the new global environment
characterized by accelerating change, companies that are unable to innovate risk
losing market share. Innovation is therefore an essential condition of survival and
growth for many companies, becoming a major concern, particularly for Algerian
companies which are the main driver of innovation. Introducing new innovative
products to the market allows companies to earn high profits. Innovation is a
process of anticipation, improvement and development of products based on
market developments. Winning companies innovate and invest to stand out from
the competition, increase revenues and reduce costs. The study of the link between
innovation and business performance dates back to Schumpeter's theory of
economic development.

According to him, innovation consists of a new combination of forces and
means, whether it is a new product, a new process, a new market or new sources
of raw materials. It also encompasses all processes aimed at renewing demand for
goods and services, as well as transforming economic models. Innovation can be
considered a key element for companies, as it allows them to create specific
preferences among customers through a differentiation strategy aimed at avoiding
price competition. According to recent studies, innovation is divided exclusively
into two types: product innovation, which aims to conquer new markets for goods
and services, and business process innovation, which refers to a business process
new or improved for one or more functions, significantly different from the
company's previous business processes and which it has implemented.

The main objective of our study is to analyze the impact of innovation on
businesses performance of Algerian economic companies; Thus, we ask ourselves
the following question: How can innovation improve the businesses performance
of Algerian economic companies?
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We propose the following hypotheses:

H1: Algerian economic companies that use innovation enjoy a good image.

H2: Algerian economic companies that use innovation develop their notoriety.
H3: Algerian economic companies that use innovation realize profits from their
turnover.

Our study is structured in three parts. The first part consists of a review of
the literature on the foundations of innovation and the performance of Algerian
economic enterprises, presenting a synthesis of work on the relationship between
innovation and performance. The second part is devoted to the methodology,
describing the choice of the epistemological positioning of our research. Finally,
the third part will present the analysis of the validity and reliability of the results
of our study.

......... The foundations of innovation and business performance ........
In general, business performance is a company’s ability to profit from its

resources and achieve its objectives. This is, however, a very broad definition. In
practice, the term business performance usually refers to a company’s
achievements. These are measured using metrics known as Key Performance
Indicators (KPIs), KPIs differ depending on the industry in which a given business
operates. However, the major KPIs for most professional services companies
include: Profitability, Productivity, Sales/profit/employment growth, Customer
satisfaction  ratings,  Traffic  generated from  different  sources.
(https://www.bigtime.net/blogs/business-performance/, 2024)

Innovation has been a driving force for economic growth practically since
the dawn of time. In the past two centuries, we have seen massive enhancements
In innovation in the world, with everything from the development of steam
engines for transportation to the modern-day internet where people can make
electronic transactions of their own money with someone on the other side of the
world with just a click of a button, All economic players agree on the fact that
innovation constitutes an essential lever for business development, but also a
means of adapting the company to changes in its environment. It also appears to
be a driver of competitiveness, growth, profitability and the creation of sustainable
values (Cette, Fernald, J, & Mojon, B, 2016). The notion of innovation is a complex
concept that is often associated with other terms such as change, creativity,
invention and entrepreneurship. Some authors prefer to include creativity as a
preliminary step to innovation, in a more global approach. The definition of
innovation varies depending on the context in which it is used. Whether it is the
novelty itself (the invented object) or the overall creation process (similar to the
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invention), the success of innovation is based on a combination of technological,
organizational and financial approaches. and commercial activities which, once
integrated into a product, service or process, make a significant economic
contribution. As the saying goes, “innovate or disappear”. ", as noted (T. & Lescop
D., 2011), from the moment the company essentially bases its innovation strategy
on an internal effort, it will recruit the best talents, researchers at the forefront of
their preferred field , and ensure that they are given all the necessary means . The
results of the work carried out must be protected from imitating competitors
through essentially “defensive” management of intellectual property rights. The
future of companies, by showing, by example, that they must adapt to competition
and conquer new market niches to protect themselves from the offensive strategies
of their main competitors. The ability to introduce new products and adopt new
processes first and in a shorter time has become an imperative for competitiveness
(SEN & EGELHOFF, W.G., , (2000).

Some researchers (DAS & JOSHI, M. , 2012)have found that innovation is
positively related to business performance. An American study cited by (LOILIER
& TELLIER, A., 1999)showed that the best performing companies in their sector
in terms of growth and profit generated on average 49% of their turnover with
products less than five years old. From a theoretical point of view, the notion of
innovation was introduced by Joseph Schumpeter who demonstrated the
pioneering role of innovation in the economy. According to him, innovation is a
process of creative destruction, which constitutes the engine of the dynamics of
capitalism and which is the fruit of the work of individual entrepreneurs who
break the circular flow of the economy.

Then, his theory evolved by considering that only companies that have the
financial means can innovate and support innovation which thus becomes the
result of R&D work carried out in large industrial research laboratories. For its
part, (OCDE, 2015)affirms that innovation is an essential element of productivity
and long-term growth, and can help solve social problems in the most cost-
effective way possible. Moreover, it is undeniable that business -led innovation is
at the heart of growth strategies. Indeed, the most innovative companies are also
the most productive. Although innovation is on average less present in Algerian
economic companies than in large companies, some companies stand out for their
high level of innovation and manage to achieve productivity levels higher than
those of large companies.

Innovation is a complex process that takes place within a dynamic
ecosystem, where components and relationships are constantly evolving.
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According to the Oslo Manual (2005), innovation is defined as the
iImplementation of a new or significantly improved product (good or service) or
process, a new marketing method or a new organizational method in company
practices, work organization or external relations. This manual also specifies the
existence of four forms of innovation:

> Product (or service) innovation aims to improve the intrinsic
characteristics of the product or service, such as its quality, reliability, usability,
etc., in order to stand out from the products or services offered by competitors.

> Process innovation involves the replacement or updating of equipment,
as well as the continuous improvement of production methods and organization.
This leads to a reduction in costs and, consequently, an increase in productivity.

> Qrganizational innovation refers to all modifications that influence the
structure and organization of work within the company, its human resources as
well as its capacity to anticipate new techniques and market needs.

> Marketing innovations refer to changes and improvements in the
design, packaging, packaging, promotion and pricing of products to better meet
customer and market requirements. Additionally, governments can support
innovation within businesses by creating a favorable economic environment and
helping businesses value and exploit their strategic resources.
(https://www.sciencedirect.com/topics/social-sciences/innovation-marketing,
2024)

....... Previous works on the relationship between innovation and business
performance ........

1. (Atalay, Nilgiin Anafarta, & Fulya Sarvan, 2013) The relationship between
innovation and firm performance: Empirical evidence from Turkish automotive
supplier industry: In an ever-changing business environment, innovation is widely
recognized as a crucial factor for sustainable competitive advantage. By driving
improvements in products and processes, innovation enables firms to
continuously advance, survive, grow rapidly, enhance efficiency, and ultimately
achieve higher profitability compared to non-innovative firms. The primary
objective of this research is to investigate the correlation between innovation and
firm performance. A survey was conducted among top-level managers of 113
companies in the automotive supplier sector, known for its high level of
innovation in Turkey, during the year 2011. The data collected from the
questionnaires were analyzed using the SPSS statistical software. The findings
revealed that technological innovation (both product and process innovation) has
a significant and positive influence on firm performance. However, there was no
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significant evidence supporting a positive relationship between non-technological
innovation (organizational and marketing innovation) and firm performance.

2. (Li, Zhuo Zhang, & Min Xu , 2016) Research on the Relationship of
Innovation Capability and Operating Performance Based on Moderation of
Openness: In the current investigation into open innovation, the influence of
innovative openness on the relationship between innovation capability and
corporate operating performance has been overlooked. This study employs a
hierarchical linear regression model using financial data from 137 publicly traded
companies in the Chinese Stock Exchanges to explore the moderating effect of
openness on the connection between innovation capability and operating
performance. The findings indicate that internal innovation capability and
absorption capability have a significant impact on operating performance, while
the influence of technology acquisition and diffusion capability is only notable
when openness is taken into account, Additionally innovative openness has a
negative effect on the relationship between internal innovation capability and
operating performance, but a positive effect on absorptive ability. Ultimately,
recommendations are provided in this paper to assist enterprises in implementing
open innovation strategies based on their individual capabilities.

3. (Artz, Hatfield a, & Cardinal , 2010), A longitudinal study of the impact of
R&D, patents, and product innovation on firm performance: This study has
primarily focused on conducting a concise literature review that examines the
influence of research outcomes on Business Management and Profitability in
Organizations. The study specifically delves into how organizations have utilized
research outcomes in various aspects such as Decision Making, Planning,
Resource Allocation, Marketing, and New Product Development (NPD). By
analyzing published literature, including empirical and theoretical literature from
scholarly journals, articles, and books, the study explores how these research
outcomes have contributed to effective organizational management and
ultimately, financial success. Additionally, the study emphasizes the social and
practical implications of incorporating research outcomes into organizational
practices, particularly in response to changing business climates. It highlights the
importance of utilizing research outcomes to address and mitigate threats, as well
as to facilitate the development of new products that align with current market
trends. Furthermore, the study underscores the impact of research outcomes on
shaping policy directives, which are grounded in empirical and theoretical
literature, to mitigate risks and prevent organizational failure resulting from poor
decision making. Ultimately, the study emphasizes the significance of
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organizations being well-informed through research outcomes, particularly in
relation to introducing new products that cater to consumer preferences and ensure
profitability.

4. (Macchiarolo, 2023), Innovation in the Economy: An Examination of the
Role of Innovation on Economic Growth: The author of this paper delves into the
factors that could have led to previous economic downturns, specifically in the
United States, through an analysis of financial innovation, physical innovation,
and research and development. The paper will provide a comprehensive
examination of the causes behind past economic recessions, the impact of
innovation levels on these downturns, the reasons for fluctuations in innovation
levels, and potential solutions to reduce innovation variability and promote
economic stability.

5. (OZDENER, 2020), THE IMPACT OF INNOVATION ON ECONOMIC

DEVELOPMENT IN TURKEY: The impact of innovation on economic
development in Turkey was investigated by the author of this study. The main
variables considered were GDP Growth, unemployment rate, and productivity.
The results from the linear regression analysis revealed a significant impact of
innovation on economic development in Turkey. Specifically, the analysis
indicated a significant influence of innovation on employment/unemployment
rate and labor productivity. However, the correlation between Innovation and
GDP growth was inconclusive due to the statistical insignificance of the results.
The study covered a time span of 12 years, which included periods of global
crises, and the complexity of GDP growth as an indicator with intensive volatility
during crisis periods may explain the lack of significant evidence for this
correlation. Nevertheless, considering the importance of employment and
productivity as key factors for economic development, the strong and significant
Impact of innovation on these indicators supports the notion that innovation plays
a significant role in economic development in Turkey.
6. (Anderson, Kristina Poto¢nik, & Jing Zhou , 2014), Innovation and Creativity in
Organizations: A State-of-the-Science Review, Prospective Commentary, and
Guiding Framework: The authors conduct a thorough analysis of the expanding
body of research in this field, focusing specifically on the time period from 2002
to 2013. They present a novel perspective by considering creativity and
innovation as interconnected components of the same process, and put forth a
comprehensive definition. While previous studies on creativity have primarily
explored the generation of ideas, research on innovation has encompassed the
implementation phase as well. The authors examine various influential theories
on creativity and innovation, and employ a comprehensive levels-of-analysis
framework to evaluate existing research on individual, team, organizational, and
multi-level innovation. They also highlight the key measurement characteristics
of the studies reviewed. In conclusion, the authors propose an overarching
framework for future research, consisting of eleven major themes and sixty
specific questions to guide future studies.
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7. (Dempere, Sabir Malik, Muhammed Qamar, & Hesham Allam, 2023), The
Impact of Innovation on Economic Growth, Foreign Direct Investment, and Self-
Employment: A Global Perspective: The objective of this research is to examine
the influence of innovation on three key macroeconomic indicators: GDP, self-
employment, and foreign direct investment (FDI). The study utilizes the Global
Innovation Index (GII) and its various sub-indices and pillars to comprehensively
evaluate national innovation. GDP per capita serves as a measure of a country's
economic output, self-employment gauges entrepreneurial activity, and FDI
reflects confidence in a country's economic prospects and innovation trends. The
research employs generalized-linear and panel-corrected standard-error models to
analyze the data. The results indicate that innovation has a positive impact on
GDP, the domestic institutional framework, local infrastructure, local knowledge
and technology, and creative outputs. Conversely, innovation exhibits a negative
correlation with domestic self-employment, which is often associated with
necessity-driven entrepreneurship. The study concludes that innovation has a
positive effect on human resources, research, and creative outputs, but does not
significantly influence FDI. These findings suggest that a practical regulatory
framework, institutional support, domestic human capital, research and
development, infrastructure, technology, and creative outputs are crucial for
fostering a dynamic economy. National innovation policies that support the Gl
and its constituent factors can contribute to economic growth while
simultaneously reducing self-employment.

... Objective and methodological and epistemological framework of the
research ........

We adopted a positivist epistemological approach. Our methodology is based on
hypothetico-deductive reasoning, based on questions generating hypotheses
which will then be tested. Indeed, within the framework of the observation and
explanation of the relationship between the dependent variable and the
independent variable, the positivist current is a largely predominant paradigm in
organizational sciences, aiming to verify a preestablished reality by researching
the causal links between the facts. It's about checking rather than exploring. Our
objective in this study is to confirm or refute the existence of a relationship
between innovation and business performance. We conducted a field survey using
a questionnaire with Algeria Telecom, CNAS, SONELGAZ - Agencies of
Laghouat, Algeria.

We used the test of independence (Chi-square) as well as analysis of variance
(ANOVA) to verify our research hypotheses. The chi-square test of independence

Is a statistical hypothesis used to determine whether our two variables, namely
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innovation and performance, are related or not. Regarding ANOVA, it is a
statistical model that allows you to highlight similarities or differences in specific
aspects within a population studied. innovation encompasses both product
innovation and process innovation. Furthermore, it should be noted that
performance is a vague concept that can have different meanings. It can be linked
to accounting, financial and commercial results, as well as to managers,
customers, employees, etc. (Eccles, 1999). Given the difficulty of accessing
company financial data, we chose to measure commercial performance, namely
the evolution of turnover and the company's image.

The first requirement: Results and discussion of the empirical study

This section focuses on analyzing and verifying the relationship between
innovation and business performance. Then, we will present the results of the
links between innovation and turnover on the one hand, and innovation and its
link with image on the other hand.

First Section: Relationship between innovation and the evolution of
turnover:

The analysis of the relationship between the two variables innovation and
evolution of turnover according to the economic companies that we chose for our
study, made it possible to develop the following table:

Chi-square test

Innovation/ ECONOMIC COMPANIES

Evolution of

turnover Algeria Telecom CNAS SONELGAZ
Favorable 20 22 24
Unfavorable 10 08 06

Source: SPSS 27
Firstly: Interpretation
- Algeria Telecom is made up of a sample of 30 Questionnaire: 20 affirm that
innovation has an impact on the evolution of their turnover, while 10 contradict
this assertion.
- CNAS is made up of a sample of 30 Questionnaires: 22 declare that innovation
has an impact on the evolution of their turnover, while eight confirm the opposite.
- SONELGAZ is made up of a sample of 30 Questionnaire: 24 confirm that there
is a relationship between the evolution of their turnover and the introduction of
innovation in their production process.
Second Section: Relationship between innovation and image
We can conclude that there is a degree of connection between innovation and

performance which varies from one company to another .
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Analysis of variance (ANOVA) allows you to examine the influence of a
qualitative variable on a quantitative variable. In our work, we tested the effect of
innovation variable on the company's image. The results obtained are as follows:

ANOVA test of variables used
(Innovation and corporate image)

INNOV / IMG Yes No
WEAK 25 05
AVERAGE 28 02
STRONG 30 00

Source: SPSS27

Firstly: Interpretation

- For companies with a weak brand image: 25 of the employees declare that there
Is an impact of innovation on their brand image, while 05 confirm the opposite.

- For companies with medium brand image: 02 of the employees confirm the non-
existence of a relationship between innovation and their brand image, while 28
argue the opposite.

- For companies with a strong brand image: 30 of the employees confirm the
existence of a relationship between innovation and their brand image.

The analysis of the results allowed us to obtain a Fisher index F = 09.852 which
allows us to confirm that there is an interdependence between innovation and the
image of the economic companies surveyed.

Conclusion:

We see that innovation is a very specific type of project which requires
particular management. It is undeniable that managing by project has
disadvantages. On the one hand, evolving within a team with objectives to be
achieved within limited deadlines often generates stress and a form of suffering
at work. Investing in a project often means putting aside “operations” tasks, and
the added workload can be difficult to manage. On the other hand, the team is the
place where "experts" are gathered. However, it is sometimes complicated for a
very specialized person to accept different points of view. Difficulties in mutual
understanding between experts lead to tensions which harm the quality of
exchanges and results. These problems can be amplified when the team faces
major difficulties or even failure.

We have emphasized that innovation plays a central role in business
development. It has become essential to meet their needs and is a key factor in
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their performance. We also specified that companies must make innovation a
pillar of their development, because it is a source of creativity which allows them
to create new products to stand out from their competitors, to be agile to adapt to
a constantly evolving environment, to be more flexible to meet future challenges
and to guarantee the contribution of staff to the success of the company. We have
adopted a positivist epistemological approach and an approach that justifies
hypothetico-deductive reasoning. In our study, our objective was to verify
whether or not there is a relationship between innovation and the performance of
Algerian economic companies.

The analysis of the results of our study carried out among economic
companies of Algeria Telecom, Sonelgaz, CNAS agencies of Laghouat-Algeria
using a questionnaire, as well as the use of the independence test of (Chi-square)
and ANOVA to test our research hypotheses, revealed that firstly, there is a link
between innovation and the evolution of the turnover of the companies surveyed.
Indeed, companies declared having recorded a positive evolution in their turnover
and second, a relationship was observed between innovation and the image of the
surveyed companies. All innovative companies have confirmed the positive
impact of innovation on their image.
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