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Abstract

Telecommunications sector sustainability is hinged on the ability of the
company to take the risk of innovation. The primary goal of the study was to
investigate the association between innovation and performance. A struc-
tured questionnaire is used by the study to extract the data from a population
of 300. A structural equation model was adopted to evaluate the relationship
between innovation and performance and to use innovation as a mediator to
identify the relationship between market orientation, innovation, and effi-
ciency. The findings show that performance is influenced by innovation.
Market orientation is strongly and significantly correlated with creativity,
which in effect increases firm efficiency. The study impacts existing literature
by confirming the connection between innovation and performance using the
innovation types. The findings of this paper provide an overview of market
orientation and how an organization can take advantage of this behavior to
gain competitive advantage from other organizations in the same field. It
moreover indicates that managers should pay attention to market orientation
to generate new goods, services and ideas, particularly customer orientation.
Managers aiming to improve firm efficiency should be sufficiently versatile to
experiment with the various forms of creativity. However, innovation is also
considered an expensive and dangerous practice; unless the benefits are done
properly, the drawbacks outweigh.
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1. Introduction

Nintendo, a Japanese multinational consumer electronics and video game re-
mained influential in the world of video gaming, reinventing itself through a
modern game that powered gamers of all ages and gender. “Pokémon Go” com-
bines augmented reality technology, gamification and scale exchange in a way
that has never been achieved with such precision. Every business owner and
manager have come to understand that something adequate is needed to succeed
in business. Besides key management, communication, preparation, managing
and coordinating skills, employers recognize another essential element, creativi-
ty.

Innovation is simply an uncommon way of thinking that brings diverse and
efficient solutions to modern problems. Long-term economic development can
be accomplished by creativity, says the Organization for Economic Co-operation
and Development (OECD, 2010). Innovation: a strategic economic growth tool
has offered most companies a competitive edge at both national and corporate
level (Cefis & Marsili, 2005; Tellis, Prabhu, & Chandy, 2009; De Silva, Howells, &
Meye, 2018).

The term innovation did not just evolve; it has been in existence for some time
now. Majority of management theories arrive at one conclusion; innovation is
the key that opens the door to success for most organizations (Baker & Sinkula,
1999; Balkin et al., 2000; Darroch & McNaugton, 2002; Lyon & Ferrier, 2002;
Utterback, 1994; Vrakking, 1990; Wolfe, 1994). The interest in innovation has
led to several studies aimed at identifying factors that promote innovation (Koc
& Ceylan, 2007). Some research explored a wide variety of innovation determi-
nants from firm-specific characteristics (Tidd et al., 2001) to external environ-
ment impact (Damanpour, 1991).

The past decade has been marked by an increasingly wider interest in market
orientation (Narver & Slater, 1990; Ruekert, 1992; Jaworski & Kohli, 1993;
Lambin, 1996; Deng & Dart 1994), as well as in the useful way of enhancing
economic performance. It is still not well understood, however, why such an ef-
fect exists, and especially how it operates. Terms such as market-oriented, mar-
ket-driven, and customer-focused in companies around the world have become
synonymous with constructive business strategy. The notion that the customer
must be at the origin of business planning processes appears to be very contem-
porary, as does the idea of organizing the company’s activities around a thorough
understanding of customer needs and demands (Desphandé & Farley, 1999).

Innovation, market orientation and performance relate and intertwine in a
positively. However previously studies hardly incorporate market orientation
when analyzing the innovation and performance link. Previous studies explore
the relationship innovation has with factors such as organizational culture
(Keskin, 2006; Lee & Tsai, 2005). Other studies also analyze the innovativeness
of the organization using only product innovation (Salavou & Lioukas, 2003).

Hence research studies innovativeness from just a particular point leading to a
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limited idea of innovation.

To add to it, there have been some inconsistencies in the results between in-
novation and performance. This gives the impression that more research needs
to be conducted in the area with different constructs associated with innovation.

The telecommunications industry, or telecom industry, consists of companies
providing data transmission and communications infrastructure. It includes,
among others, cable and cellular service providers, several types of Internet ser-
vice providers and fiber optic networks. In the last quarter of the twentieth cen-
tury, telecommunications became the economy’s central nervous system. Just as
railways once fostered economic growth and development, telecommunications
are now globalizing economies, rising transaction costs, growing efficiency, and
directly increasing economic well-being (Haring, 2002).

The survival of telecommunications is undeniably important to any country’s
development. This has led some scholars to study competition among key in-
dustries (Brennan et al., 2015; Bagheri & Di Minin 2015; Breitschwerdt et al.,
2016), in the economy which includes telecommunication (Yaseen et al., 2016)
as well.

This study attempts to address the flaws of related existing literature using the
telecommunications industry as its study focus. The study analyzes the associa-
tion between innovation, market orientation and performance using a single
model. The study also integrates the other category of innovation in its meas-
urements. In addition the paper will also address the inconsistency in the result
of innovation and performance link using a different geographical context from

other papers.

2. Literature Review and Hypothesis Development

2.1. Innovation

Past and recent innovation studies have led to the idea that innovation can be both
a process and an outcome (Damanpour & Gopalakrishnan, 1998; Damanpour et
al., 1989; Knight, 1967; Nord & Tucker, 2001; Rogers, 1995; Thompson, 1965;
Wolfe, 1994). The process and/or outcome of the dispute does not change the
definition of innovation, and therefore the phrase that runs through most of the
definitions of innovation is “the adoption of new ideas and behaviors.” The term
innovation has been in existence since the early centuries and has gradually be-
come increasingly popular and widely researched in recent years. For example,
Hurley and Hult (1998) saw innovation as an aspect of the company’s culture
and openness to new ideas. This explanation has been extended to provide a
more in-depth understanding. Crossan and Apaydin (2010), define innovation
as ‘the production or adoption, assimilation and exploitation of value added
novelty in the economic social sphere; the renewal and expansion of products,
services and markets; the development of new production methods and the es-

tablishment of new management systems”.
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In a more simplified form, innovation can be defined as an in-depth process
aimed at transforming existing products or services, production/distribution as
well as social services. Organizations engage in innovative activities in areas such
as product, process and marketing methods, internal application organizational
methods, work-place organization or external relations (Tirupati, 2008: p. 105).
Various categories of innovations vary from literature to literature. Innovation
can be said to be either radical or incremental (e.g. Subramaniam & Youndt,
2005), technical or ad related. The most widely accepted and widely used is the
one proposed by Damanpour (1991). It goes beyond the general categories;
product and process; and distinguishes between technical and administrative
innovations. Technical innovations involve new products or services and pro-
cesses, while administrative innovations consist of new procedures, policies and
organizational forms (Dewar & Dutton, 1986; Evan, 1966; Hage, 1980;
Normann, 1971; Tushman & Nadler, 1986; Utterback & Abernathy, 1975).
Product, process, marketing, strategic, behavioral innovations are the main
source of competitive advantage and the combination of new resources and in-
formation develops the competitiveness of enterprises (Wang & Ahmed, 2004).
Organizational innovations deal with drawing and mapping out new strategies
and business procedures or plans, in the workplace or in the external relations of
the firm. Organizational innovation encompasses processes that generate new
manufacturing and management templates that can be applied to both tangible
and intangible resources. Marketing innovations describe the application of
novel marketing ideas and methods, which may include modification to existing
product design and its packaging, product promotion and placement, and pric-
ing methods for goods and services.

Innovation is a managerial and organizational commitment that suggests new
ways to promote corporate responsibility by rebuilding the relationship between
the organizations and the customers it serves (Lenssen, Tyson, Pickard, Bevan, &
Bartlett, 2009). Firms tend to innovate due to external pressures that may take
the form of competition, industrial deregulation, scarcity of limited resources,
and higher customer demands. It could also be the result of internal organiza-
tional alternatives, which could include gaining unique skills, achieving a higher
level of ambition, and improving the scope of quality service delivery
(Damanpour et al., 2009).

Innovation is made up of some technical knowledge of how strategies that are
currently being implemented can be improved (Tyler, 2001). The processes that
businesses need to pursue or achieve innovative success include the acquisition
of knowledge, the dissemination of knowledge and the use of knowledge
through creative implementation (Amabile, Conti, Coon, Lazenby, & Herron,
1996; Calantone et al., 2002). There is broad consensus on and linkages between
corporate entrepreneurship, learning climate and innovation (Liu, 2009). Cor-
porate entrepreneurship is critical when it comes to innovation, as it focuses on

risk-taking, experimentation, proactive change, and innovative engagement
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(Baker & Sinkula, 1999).

While organizational innovation is a precondition for the effective use of in-
novative tools and emerging technologies, the carrying out of advanced tech-
nology also poses complicated chances and difficulties which eventually leads to
different management processes and new organizational types (Lam, 2004). New
innovations make implementing new management types feasible. The incorpo-
ration of emerging technology and the connection to improvements in the
workforce has contributed to “skill-based technological change”, i.e. the adop-
tion of new technologies, creating a bias against more skilled employees to en-
sure that such new technologies are used correctly (Xue et al., 2008).

Innovation is a controversial subject, full of mixed opinions and mixed con-
clusions. For instance, a study conducted by Wright et al. (2005) found that
product innovation causes no significant changes in performance in favourable
environments, but this may change in unfriendly and unreceptive has an envi-
ronment.

Earlier studies have shown similar results to those of Wright. Birley and
Westhead (1990); Heunks (1998), unveiled that innovation does not influence
business performance. Other studies such as Caves and Ghemwat, 1992 (e.g.
Damanpour, 1991; i.e. Damanpour & Evan, 1984; Damanpour et al., 1989; Han-
sen et al., 1999; Roberts, 1999; Schulz & Jobe, 2001; Thornhill, 2006;
Weerawardena et al.,, 2006; Wheelwright & Clark, 1992) announce the same
thing.

On the other hand, several distinct studies refer to a definite correlation with
relationship innovation has with firm success (e.g. Johne & Davies, 2000;
Marques et al., 2011; Hatzikian, 2013; Hashi & Stoj¢i¢, 2013), suggesting that the
most creative companies concentrate more on management techniques. This
helps them to achieve higher success levels (e.g. Guan & Ma, 2003). Several liter-
atures calls for research that help quantify the effect of innovation on firm re-
sults (e.g., Rosenbusch et al., 2011; Santos et al., 2014).

Much more recent literature (Simpson et al., 2006) points out that innovation
is quite complex and therefore expensive and risky. Innovation not only pro-
duces outstanding and peculiar results on firm performance, but also has a ten-
dency to negatively affect the organization, such as increased exposure to market
risk, increased costs, and dissatisfaction with employees or unjustified changes.

Most of the broad empirical studies on the relationship between innovation
and performance show that this relationship is positive (Li & Atuahene-Gima,
2001; Guo et al., 2005; Leal-Rodriguez et al., 2015).

Other studies also show a significant positive relationship between innovation
and firm performance (Rosenbusch et al., 2011; Koellinger, 2008; Vincent et al.,
2004; Omri, 2015; Calantone et al., 2002; Lado & Maydeu-Olivares, 2001).

This paper takes and joins those with the notion that innovation has a positive
effect on performance therefore the aim of this paper is to analyze the impact of

innovation on performance, thus looking at innovation in the broad concept of
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the adoption of new processes, products, innovation of the Organization.

2.2. Market Orientation

Growing interest in innovation has also given rise to an interest in market ori-
entation. Various definitions and explanations for the concept of market orien-
tation have been provided. Empirical studies underscore the notion that firms
with a higher market orientation achieve high economic and commercial results.
Market orientation, when is viewed critical by an organization, causes change as
well as new avenues for the firm and, most importantly, gives the organization a
higher hand when it comes to competition (Narver & Slater, 1990; Kohli et al.,
1993). The works of Kohli and Jaworski (1990), Narver and Slater (1990) and
Deshpandé et al. (1993) formalised the term market orientation and divided it
into culture and behavior. Market orientation as a culture is seen as a lifestyle of
an organization committed to its customers as a value. With this view in mind,
Narver and Slater (1990) defined market orientation as a business culture that
affects the creation of superior customer value through three components, such
as customer orientation, competitor orientation and inter-functional orientation. In
contrast, market orientation as behavior is seen as an act that is specifically
geared to the market information process (Hult et al., 2005) and aimed at col-
lecting such information and carefully dispersing relevant information about
customers and competitors across the responsive organization (Kohli &
Jaworski, 1990). According to Slater and Naver, the market orientation can be
seen as an innovative behavior because it involves a constant change in response
to market demand. There is one major and interesting dispute over market ori-
entation and innovation, namely that the latter influences the other, or rather
causes a gradual change in products due to market orientation and innovation.
The template is used to format your paper and style the text. All margins,
column widths, line spaces, and text fonts are prescribed; please do not alter
them. You may note peculiarities. For example, the head margin in this template
measures proportionately more than is customary. This measurement and others
are deliberate, using specifications that anticipate your paper as one part of the
entire journals, and not as an independent document. Please do not revise any of

the current designations.

2.3. Performance

Most organizations validate their performance based on how best they were able
to achieve their set goals and objectives. They compare how much they have im-
proved from one stage to the other during the past years.

Akande (2011) sees performance as the will to assess if a company has
achieved success, and this can take place in either small scale or large companies.
The scale, number of workers, working capital and productivity may be used for
evaluating companies.

A firm’s performance is seen as the ability to run the organization well and the
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interest and efforts it has to please its stakeholders (Moullin, 2003). Business
performance on whole can be seen from two different angles that is from a
judgmental point and an objective point (Agarwal et al., 2003; Guo, 2002). What
makes judgement measure different from objective measure in a couple of ser-
vice-related businesses is that judgmental performance measures are of signifi-
cance to profitability, whereas objective performance measures make more prof-
itability clearer (Agarwal et al., 2003). Some objective measures include Return
on Equity (ROE), sales growth and Return on Asset (Shariff, Peou, & Ali, 2010).
Subjective measures include employee engagement and satisfaction, consumer
happiness and loyalty and low customer dissatisfaction which also help to build
a sustainable shareholder value (Cumby & Conrod, 2001).

Hamon (2003) defined Organizational Performance (OP) as a variable that is
used to determine OP’s level to achieve the goals, the efficiency as well as the ef-
fectiveness of the organizations to attain its desired (Robbins & Coulter, 2002).
The efficiency is essentially calculated by market productivity according to
Heskett and Schlesinger (1994).

The organization’s Customer Relationship Management (CRM) procedures,
retention of customers, loyalty, customer satisfaction and lifetime value (LTV)
can be measured using a judgmental and analytical procedure for a service or-
ganization

Existing studies appreciate the holistic measure of performance. Financial
measures or using a single measure does not really reflect the performance level of

the organization (Quinn & Rohrbaugh, 1983; Venkatraman & Ramanujam, 1986).

2.4. Innovation and Performance

Companies need to build specific and useful capabilities for customers to achieve
competitive advantage. Competition (Walker, 2009: p. 50) is needed to maintain
generated competitive advantage preventing emulation and replacement of these
capabilities (Barney, 1991). An innovative approach enables firms to cope better
with extremely complex, unpredictable, and highly uncertain environments, al-
lowing firms to pursue new oppositions.

During this era of sophisticated computers, managers want flexibility and the
freedom to be innovative and discover new methods of solving problems
(Gomez, Salazar, & Vargas, 2017). The potential of creative companies to be
more versatile and open to change; gives them the distinctive characteristic of
generating new opportunities and exploiting existing ones (Drucker, 1985).

Past research and literature have shown that innovation is a key driver of the
long-term success of any organization, particularly in a dynamic market
(Damanpour & Gopalakrishan, 2001). The idea surrounding this notion is that
innovation often helps to deal with a harsh external environment, and that, in
order for an organization to survive in a Schumpeterian, it has to cope with
complexity and high-speed change. The extent to which an organization is able

to innovate will determine the rate at which it responds to challenges, the manu-
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facturing of newly improved products, and how it exploits market opportunities in
comparison with non-innovative companies (Jiménez-Jiménez, Sanz-Valle, & Ro-
driguez-Espallardo, 2008).

Some studies also posit that the extent to which innovation can actually have an
impact on performance depends on the type of innovation (Gunday et al., 2011)
that is product, process, organizational/marketing innovation and type of industry.

The ever-increasing interest in innovation in organizations suggests support in
previous literature which suggests a positive link between innovation and a range
of desired performance outcomes (e.g. Garcia-Morales, Jiménez-Barrionuevo, &
Gutierrez, 2011; Han, Kim, & Srivastava, 1998).

Past researchers have employed multiple in-house variables such as new
product success, financial performance, non-financial performance to assess the
effect of any new organizational transition whether technical, political, and so-
cial, etc. In a Vietnam Developing Economy report, Tuan et al. (2016) found
support for product innovation. In an automotive analysis, Zaefarian et al.
(2017) found that effective product innovation has a positive correlation with
firm efficiency. To examine the effect of product innovation on company results,
Jajja et al. (2017) analyzed 296 Indian and Pakistani companies. They find that
product innovation not only affects the company, but also inculcates suppli-
er-centered innovation and further strengthens buyer-supplier relationship.
Haleem et al. (2018) suggested that product innovation management would
draw new consumers, and hence the competitive advantage for firms.

A recent study found that process improvement had a positive and significant
effect on new product performance in the Iranian manufacturing industries
(Najafi-Tavani et al., 2018). Piening and Salge (2015) established that process
innovation has a positive association with firm performance. They also found
that both technical instability and market volatility positively influence the rela-
tionship between a company’s process innovation and its financial performance.
Similarly, for this relationship in Vietnam, Tuan et al. (2016) argued similar
course. Baer and Frese (2003) concluded that success in organizations with pro-
cess innovation depends on the correct environment for implementing these
innovations. They said managers taking this initiative need psychological pro-
tection to push such transition. Process innovation is also considered, and found
important, as a moderating variable for establishing a relationship between
business systems and operational efficiency (Chang et al., 2019).

Using a selected business service firm in the USA, Mansury and Love (2008)
unveiled that incorporating service innovation enhances the growth process of a
company but does not alter productivity. Another study piloted in the United
Kingdom by the public service (Damanpour et al., 2009) found that it is accepta-
ble to be flexible in adopting innovation-based strategies on a yearly basis. The
study explained that consistency in the applying the same design of innovation
types (service, technological, and administrative) periodically, has no effect. A

firm that is quick to explore other types of innovation is boosting its perfor-
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mance. Various explanations and findings only confirm the belief that the con-
nection between innovation and performance is knotty and needs more re-
search. This paper seeks to further explore the positive link between innovation

types and performance.

2.5. Market Orientation and Performance

Whatever motivates companies to innovate, the aim is to facilitate adaptive be-
havior and to improve and improve the performance of changing trends in the
firm (Agarwal et al., 2003; Calantone et al., 2002; Lee & Tsai, 2005). It is worth
supporting the view that market orientation and business innovation should
have the capacity to complement each other and that whether market orienta-
tion is proactive or responsive should serve as a strong foundation for the com-
pany’s innovative efforts (Han, Kim, & Srivastava, 1998; Hurley & Hult, 1998;
Narver, Slater, & MacLachlan, 2004).

Some studies have agreed to the idea of positive association in relation to
market orientation and business performance as it relates to a wide range of
businesses (Campo et al., 2014; Lee et al., 2015; Pefia et al., 2012; Wang et al,,
2012), while others have found no affirmation that Market Orientation is direct-
ly connected to firm performance (Au & Tse, 1995; Sargeant & Mohamad, 1999).
It has been discovered that the association between MO and performance can be
mediated by variables such as innovation (Agarwal et al., 2003; Sandvik &
Sandvik, 2003). In addition, according to an analysis review by Kirca et al.
(2005), the direction of the relationship between MO and performance ranges
widely from an elevated ratio of r 1/4 0.37 in manufacturing firms to a low of r
1/4 0.26 in service firms.

Existing studies such as Augusto and Coelho, 2009; Christensen and Bower,
1996; Dibrell et al., 2011; Gotteland and Boule, 2006; Hult and Ketchen, 2001;
Hult et al., 2005; Kumar et al., 2011; Olavarrieta and Friedmann, 2008; Slater and
Narver, 1998; Srivastava et al., 2001 looked at the relationship between market
orientation and performance.

Sandvik and Sandvik (2003) explored the impact of innovation on firm per-
formance and found that innovation, which focuses on new market products,
promotes sales growth (Cronin & Page, 1988), attracts price increases (Covin et
al., 1999) and helps organisations to operate at maximum capacity (Lee & Ng,
2001). Studies further revealed that the direct consequence was a strong positive
impact on firm profitability. After a study, using dozens of countries, Deshpandé
and Farley (2004) concluded that the type of industry does not alter the positive
relationship between market orientation and innovation Even though most
management books and articles explicitly set the market orientation function as
an improvement.

The debate or dispute about market orientation does not change the outcome

of the research that validates the positive relationship between market orienta-
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tion and innovation (Baker & Sinkula, 1999; Greenley, 1995; Lewrick, 2009;
Zhou et al., 2005).

Lado and Maydeu-Olivares (2001) also argue that the adoption of market
orientation principles has a positive impact on innovation activities, their scale,
and their effectiveness.

H2: Innovation has a mediating role between market orientation and perfor-

mance.

3. Methodology
3.1. Data Collection and Sample

Empirical study was carried out in the three major telecommunication mobile
network providers companies in Ghana. The population comprised of manag-
ers and employees (more than 300 employees) from the main branches and
sub-branches of these telecommunications companies in the capital city of

Accra.

3.2. Research Design

This study is a quantitative research and this study demanded the use of SEM.
This is because structural equation model (SEM) is a multivariate statistical
framework that is used to model complex relationships between directly and
indirectly observed (latent) variables. The study will test both a direct and an
indirect relationship. This study developed an SEM path model to test the hy-
pothesis and run a multivariate regression with two independents variable
(innovation and market orientation) and one independent variable (perfor-

mance).

3.3. Measurement Instrument.

Information was collected using a previously tested questionnaire (Jimé-
nez-Jiménez & Sanz-Valle, 2011). The questionnaire was handed out personally
to both managers and employees. A total of 300 questionnaires were obtained
from the 350 questionnaires distributed. This equals a response of 86%. The first
part of the questionnaires was made up of demographic characteristics such as
age, gender, level of education, department he or she belongs to. The variables

under study and the scales used are presented below.

3.3.1. Innovation Scale

Respondents were to measure innovation in your organization within the past
three years while comparing the organization to other organizations in the same
sector. This part was divided into three parts based on the types of innovation:
process, product, and administrative. Using a five Likert scale respondents were
to carefully select from well below to well above for each of the 9 items under
innovation. Some items in this section include a number of products/services

introduced, pioneer disposition to introduce new products/services.
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3.3.2. Performance Scale

A range of performance measure was used without including financial measures.
The respondents were asked about the evolution of the organizational perfor-
mance during the previous three years using items proposed by Quinn and
Rohrbaugh (1983). Respondents were also asked to carefully select from a 5
Likert scale of increase to decrease (5 = increase 1 = decrease) for the 12 indi-
vidual items under four dimensions. Examples of items include timeliness, effi-

ciency, and quality product.

3.3.3. Market Orientation

This study is a quantitative research and this study demanded the use of SEM.
This is because structural equation model (SEM) is a multivariate statistical
framework that is used to model complex relationships between directly and in-
directly observed (latent) variables. The study will test both a direct and an indi-
rect relationship. This study developed an SEM path model to test the hypothesis
and run a multivariate regression with two independents variable (innovation

and market orientation) and one independent variable (performance).

3.4. Measures

3.4.1. Innovation

This study utilizes six items for each form of innovation—product, process and
administrative—in accordance with Manu (1992), in line with the number of
innovations, the constructive or reactive nature of such innovations, and the
capital that the firm invests in innovation. The confirmatory factor analysis
(Table 2) proposes the items for each type of innovation; three items to measure
product innovation (pc SCR = 0.78, pc AVE = 0.54), two items for process inno-
vation (pc SCR = 0.77, pc AVE = 0.61) and lastly three for administrative inno-
vation (pc SCR = 0.86, pc AVE = 0.68). A second-order factor analysis demon-
strates that a higher-order construct can model those three dimensions (Table
4). The outcome proposes a practicable fit of second-order specification for this
measure of innovation (x* = 43.6, df = 17; GFI = 0.96; RMSEA = 0.072; CFI =
0.97; TLI = 0.95). GFI, CFI, and TLI are all above the required 0.90 threshold
(Hoyle & Panter, 1995). The RMSEA is about 0.050, within reasonable range. All
factor loadings for each construct with respect to its constructs were statistically
significant and were 0.5 and above as suggested by Hair et al. (2010). The fit in-
dices from the CFA of all constructs meet the acceptance level, thus confirming

the convergent validity and unidimensionality.

3.4.2. Market Orientation

The study employed a rotational component matrix approach to select 3 out of
the initial 5 indicators of market orientation (MO1, MO4, and MO5) with fac-
tors loadings of 0.385, 0.957 and 0.867 respectively. Since there was no second
order construct of factors for market orientation, there was no need for any ex-

ploratory factor analysis for the three selected indicators.
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3.4.3. Equations

In harmony with literature, the questionnaire employed in this research, using
items suggested by Quinn and Rohrbaugh (1983), questioned the firms about the
metamorphosis of their results over the previous three years. They propose that
the idea of organizational success requires different measurements, which cor-
responds to four basic models of organizational effectiveness: the model of hu-
man interactions, the model of internal processes, the model of the open struc-
ture and the model of moral goals. Exploratory analysis and confirmatory factor
analysis (Table 2) identify only three models: the open/internal system (pc SCR
= 0.80, pc AVE = 0.57), the rational goal model (pc SCR = 0.85, pc AVE = 0.66)
and internal process model (pc SCR = 0.79, pc AVE = 0.56). Additional analysis
shows that the second-order construct can model the three performance dimen-
sions (see Table 3). The results suggest a good fit of the second-order specifica-
tion (x* = 52.86, df = 24; GFI = 0.965; RMSEA = 0.063; CFI = 0.97; TLI = 0.96).
GFI, CFI, and TLI all exceed the recommended threshold level of 0.90 (Hoyle &
Panter, 1995). The RMSEA is close to the acceptable level of 0.050. All the factor
loadings for each item were 0.70 and above. The CFA shows that each of the in-
dividual items loads significantly to its intended factor, indicating convergent
validity among the items for each scale. All factor loadings are highly significant

P <0.001 indicating the unidimensionality of the measure.

4. Results and Analysis
4.1. Demographics

Of the 300 questionnaires that were returned, 44% were found to be female,
while 56% were male. All participants (100 per cent) had a university level of
education. In terms of service duration, 19 percent were 1 - 3 years in the busi-
ness, 42 percent were 4 - 7 years and 8 years and above 39 percent. Through this
study it can be concluded that most respondents are fairly familiar with the or-
ganizations. Managers make up 33 per cent, and officers make up 67 per cent of
the successful study. A combination of managers “and officers” responses elimi-

nate the biasedness of the responses (Table 1).

4.2. Correlations, Means and Standard Deviation

The constructs used in this study are Market Orientation, innovation, and per-
formance. Table 2 outlines the means and standard deviations of the constructs,
and the correlations between the variables.

The mean and correlation analyses were computed to assess the significance
of the variables to innovation and performance and also to analyze the associa-
tion between the constructs.

It can be deduced from Table 1 the mean values obtained from the variables
reflect that the respondents’ opinions about these variables are strongly needed
and important for the organization innovation performance. It can also be ob-
served that the OSM and Market Orientation have the highest score that is 4.13
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Table 1. Demographic statistics.

Frequency Percent Valid percent ~ Cumulative percent
Gender
Valid Male 168 44.0 44.0 44.0
Female 132 56.0 56.0 44.0
Total 300 100.0 100.0 100.0
Level of education
R 300 100.0 100.0 100.0
Valid University
Length of service
Valid 1 -3 years 58 19.3 19.3 193
4 -7 years 126 42.0 42.0 61'3
8 - above years 116 38.7 38.7 ’
Total 300 100.0 100.0
Position
Valid Manager 98 327 327 32.7
Officer 202 67.3 67.3 100.0
Total 300 100.0 100.0

Table 2. Correlations, means and standard deviation.

Correlation Matrix

Construct  Mean St. Dev.

1 2 3 4 5 6 7
RM 4.02  0.69 1
OSM 413 056  0.429** 1
IPM 394 0.62 0.496** 0.438** 1
Product 398 0.61 0.438** 0.423** 0.484** 1
Process 392 059 0.330** 0.381** 0.346** 0.508** 1

Administration 3.83  0.57  0.298%* 0.294** 0.420** 0.361** 0.303** 1

Mkt-Orientation 4.14  0.59  0.239** 0.327**  0.401** 0.427** 0.385** 0.411** 1

**. Correlation is significant at the 0.01 level (2-tailed).

and 4.14 respectively. This highest scores vividly and openly posits that the Open
System Model and market orientation play a major role in the innovation perfor-
mance in the telecommunication industry in Ghana. In terms of correlation, the
correlation matrix table (Table 2) show that the constructs are significantly posi-
tively related. The correlation analyses are between the constructs of performance
(rational model, open system model, internal process model), innovation (process,
product and administrative) and market orientation. The most significant rela-
tionships are between market orientation and product innovation (0.427), product
innovation and rational model (0.438), product innovation and internal process

model (0.484) and market orientation and administrative innovation (0.411).

4.3. Confirmatory Factor Analysis

This research performs a confirmatory factor analysis of the seven (7) con-

structs, using 22 objects, to determine the unidimensional of each new construct
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(Anderson & Gerbing, 1988). The measurement model shown in Table 3, pro-
vides a reasonable fit to the data (x> = 24.91, df = 12; GFI = 0.98; RMSEA =
0.060; CFI = 0.98; TLI = 0.96). The traditionally reported fit indexes are within
the acceptable range.

Reliability and Validity Analysis

This research measures the reliability of the measurements using the composite
reliability index of Bagozzi and Yi (1998), and the average variance derived index
of Fornell and Larcker (1981). Both indices are higher for all the variables than
the assessment parameters, namely 0.6 for the composite reliability index and 0.5
for the derived average variance index (Bagozzi & Yi, 1998). All items load onto
their expected factors (see Table 2) and the results are positive and significant
(the lowest t-value is 20.01), which indicates convergent validity (Bagozzi & Yi,
1998) (Tables 3-6).

Table 3. Confirmatory factor analysis.

Item description Standardized Loading T-Value Reliability (SCR®, AVEP)
Administration
AD1 0.806 20.20 SCR = 0.86
AD2 0.837 23.54 AVE = 0.68
AD3 0.833 20.01
Production
PROD1 0.636 27.73 SCR =0.78
PROD2 0.846 22.58 AVE = 0.54
PROD3 0.706 20.60
Process
PROC1 0.782 26.52 SCR =077
AVE = 0.61
PROC3 0.775 20.86

Market Orientation

MO1 0.440 30.38 SCR =0.79
MO4 0.877 27.34 AVE =0.58
MO5 0.879 28.58

IPM

IPM1 0.633 23.26 SCR =0.79
IPM2 0.810 22.49 AVE =0.56
IPM3 0.797 22.21

RM

RM1 0.758 25.193 SCR =0.85
RM2 0.871 21.520 AVE = 0.65
RM3 0.791 21.143

OSM
OSM1 0.705 30.38 SCR =0.80
OSM2 0.776 27.34 AVE =0.57
OSM3 0.773 28.58

Fit statistics for measurement model of 22 indicators for 7 constructs: x* (12) = 24.91; GFI = 0.98; RMSEA =
0.060; CFI = 0.98; TLI (NNFI) = 0.96. *Scale composite reliability (pc = (ZAi)2var(§)/[(Z\i)2var(§) + Z8iil;
(Bagozzi & Yi, 1998)). "Average variance extracted (pc = (ENi 2var(£))/[EAi 2var(§) + Z6ii] (Fornell &
Larcker, 1981)).
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Table 4. Second-order confirmatory factor analysis for performance.

First-Order Second-order
First-Order Construct
Indicator Loading t-value Loading  t-value
RM1 0.72 12.56 0.76 6.4
RM RM2 0.84 15.1
RM3 0.84 a
OSM1 0.63 9.0 0.69 6.4
OSM OSM2 0.75 10.3
OSM3 0.75 a
IPM1 0.72 11.1 0.76 a
IPM IPM2 0.87 13.3
IPM3 0.87 a

Fit statistics for measurement model of 9 indicators for 3 constructs: x* (24) = 52.86; GFI = 0.965; RMSEA =
0.063; CFI = 0.973; TLI (NNFI) = 0.96. P-Value = 0.001. a: Fixed parameter.

Table 5. Second-order confirmatory factor analysis for innovation.

First-Order Second-order
First-Order Construct
Indicator Loading t-value Loading  t-value
Prod1l 0.63 10.1 0.87 0.50.4
Production Prod2 0.77 12.7
Prod3 0.85 a 0.77 a
Procl 0.67 7.8
Processing
Proc3 0.80
Adminl 0.75 134 0.48 5.52
Administration Admin2 0.86 14.9
Admin3 0.82 a

Fit statistics for measurement model of 8 indicators for 3 constructs: X* (17) = 43.6; GFI = 0.964; RMSEA =
0.072; CFI = 0.972; TLI (NNFI) = 0.953. P-Value = 0.000. a: Fixed parameter.

Table 6. Market orientation indicators construct.

First-Order
First-Order Construct

Indicator Loading t-value
MO1 0.385
Market Orientation MO4 0.957 6.2
MO5 0.867 6.7

4.4. Hypothesis Analysis

The study uses structural equation modeling (SEM) to test the hypotheses. Fig-

ure 1 demonstrates the proposed structural model.
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Figure 1. Structural model.

A confirmatory factor analysis was run to measure how well the variables
represent the number of constructs. This helps to point potential weakness of
specific weakness. The Confirmatory factor analysis results assert that some
items need to be removed due to low standardized factor loading below is 0.30.
In the long run one item under process innovation (item 2) was deleted; two
items under market orientation (item 2 and 3) were deleted and the whole items
under the human relation model (item 1, 2, 3) which was used to measure per-
formance were deleted. This brought the final items to twenty.

The final fit of the model is satisfactory (x* = 24.91, df = 12; GFI = 0.98;
RMSEA = 0.060; CFI = 0.98; TLI = 0.96), suggesting that the nomological
network of relationships fits the data. This is in relation to Hoyle and Panter
(1995) recommendation for model of fit evaluation.

Descriptive statistics in this study employed the use of mean, standard devia-
tion and correlation between constructs. Table 1, which determines the connec-
tion and direction of relationship for main variables and controls. The correla-
tion matrix in Table 1 shows that there is a meaningful connection in direction
to the hypothesized variables in this study. The outcomes suggested that there is
a significant connection between RM (rational model), OSM (open-system
model), IPM (internal process model), product innovation, process innovation,
administrative innovation and market orientation.

In terms of the hypotheses, the first hypothesis H1: individual innovation
types; process, product and administrative is positively linked to organizational
performance seeks to analyze the direct relationship between innovation and
performance. From Table 7 the findings for H1 (Innovation = performance; B1
= 0.96, p > 0.000) indicates that innovation has a positive and significant effect
on performance. In other words when innovation increases performance also
increases and vice versa. These results supports the general idea that innovation

is a leads a company to the road of success.
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Table 7. Construct structural model.

Hypothesis Standardized Parameter Est.
Linkage in Model
Number Sign Parameter Estimate T-value
Hypothesis
Innovation > Performance H1 + B1 0.96 6.34%**
Market Orientation = Innovation + B2 0.63 8.04%**
Market Orientation = Performance e - B3 0.11 -1.15
Second-Order Construct
Innovation = Production al 0.73 a
Innovation - Processing a3 0.62 9.62*4**
Innovation - Administration a2 0.55 8.05%**
Performance > RM a4 0.65 a
Performance - OSM a5 0.63 8.66%**
Performance > IPM a6 0.74 9.56%%*

Fit statistics for measurement model of 22 indicators for 9 constructs: x* (12) = 24.91; GFI = 0.976; RMSEA
=0.060; CFI = 0.977; TLI (NNFI) = 0.959. P-Value = 0.015. a: Fixed parameter.

The second hypothesis H2: Innovation has a mediating role between market
orientation and performance was examined by modeling innovation as a medi-
ating variable. The findings (Table 7) also provide support for (Market Orienta-
tion = Innovation = Performance—Innovation plays a mediating role between
market orientation and performance—; B2 = 0.63, p > 0.000 and B3 = -0.11, P>
—1.15). The estimate of the direct relationship between Market Orientation and
Performance is negative and insignificant that is as market orientation increases
performance decreases, as compared to the estimate B2 (the relationship be-
tween market orientation and innovation). The relationship between market
orientation and innovation (B2) is positive and significant within the 95% con-
fidence interval. The relationship suggests that when market orientation in-
creases, innovation also increases. In this case the results clearly suggest that in-
novation acts as a mediator between market orientation and performance. A
mediator is known to be an internal, inferring variable allowing a variable of cri-
terion to be influenced by the antecedent. A mediation was necessary because it
helped define the presence of a significant interference mechanism (innovation)
between the antecedent variable (market orientation) and dependent variable
(firm performance). Insightfully, for complete mediation, the presence of a me-
diating variable (innovation) is essential for the independent variable to affect
the dependent variable. We can confidently conclude that, innovation only

serves as a mediating factor between marketing orientation and performance.

5. Discussion

This paper examines the relation between innovation and performance. This

study also analyzed the market orientation and performance link with innova-

DOI: 10.4236/0jbm.2020.84108

1720 Open Journal of Business and Management


https://doi.org/10.4236/ojbm.2020.84108

J. Lartey et al.

tion as a mediator. Although the literature indicates that innovation has a posi-
tive connection with results, further research needs to be done taking into con-
sideration the various categories of innovation This prompted the researcher to
conduct an empirical study to further examine the effect innovation has on a
developing countries’ output outcomes. The hypothesis was formed from related
literatures and tested using data collected from telecommunications companies
in Ghana’s Accra region.

To previous literature, the out turn of this study gives supplementary evidence
that creativity has a positive impact on success (Bierly & Chakrabarti, 1996;
Brown & Eisenhard, 1995; Caves & Ghemawat, 1992; Damanpour & Evan, 1984;
Damanpour et al., 1989; Hansen et al., 1999; Roberts, 1999; Schulz & Jobe, 2001;
Thornhill, 2006; Weerawardena et al., 2006; Wheelwright & Clark, 1992). Such
results correspond to other literatures (Baker & Sinkula, 1999; Lewrick, 2009;
Greenley, 1995; Zhou et al., 2005). However, the relationship between market
orientation and performance was negative, meaning the performance is not in-
fluenced by market orientation. It can be inferred on the basis of these two re-
sults that innovation acts as a mediating position between business orientation
and efficiency rather than a direct connection to success.

This study helps to bridge the innovation-performance inconsistency gap that
is caused by differences in results. Also this study does not only use product in-
novation (Salavou & Lioukas, 2003) as a measure for innovation but includes
process and administrative. Most studies use organizational culture (Keskin,
2006; Lee & Tsai, 2005) when analyzing the link between innovation and per-
formance the link between organization and performance, my study differs by
using market orientation. This finding contributes to studies conducted which
demonstrate the mediating position of market of innovation on market orienta-
tion and performance (Agarwal et al., 2003; Sandvik & Sandvik, 2003). This
finding has both theoretical and practical implications.

From a theoretical perspective this study contributes to management theory
by examining innovation as a mediating factor between business orientation and
efficiency as well as efficiency-influencing innovation directly. This study also
perfects existing literature by using telecommunications firms where creativity is
vital to its survival. This research was also undertaken in an African country; this
is significant because there were few studies at this location.

Our findings also confirm, in support of O’Cass and Ngo (2007), that creative
culture is a significant precedent for MO, and that it is a stronger success pre-
dictor than MO. Our study shows the need to efficiently deploy existing capital
to promote MO implementation and thereby enhance firm performance. This
research also examined process innovation, product innovation as well as ad-
ministrative efficiency rather than overall innovation.

Based on our results, some significant organizational implications can be
pointed out.

This research and prior studies on this subject have established the notion that
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creativity affects efficiency. The only thing left uncertain is the mechanism in-
volved in this relationship (Han et al., 1998). This research discusses business
orientation; a dimension that executives need to pay attention to. The relation-
ship was positive as seen in this research when innovation was mediated between
market orientation and results. Market orientation is a behavior or attitude
which helps an organization’s innovation improve.

A firm has been versatile and adapted to generate and incorporate new ideas
about goods, processes, and techniques according to Kotter and Schlesinger
(2008). In doing so, market awareness and creativity form a constructive part-
nership. A firm that pays attention to its customers increases its innovativeness
as it will continue to produce new goods as well as processes to match its cus-
tomers’ ever-changing demands.

The following are a few suggestions that are consistent with the study find-
ings; companies that rely on innovation need to set practical and acceptable tar-
gets while concentrating on their clients. Managers or company leaders must be
diligent in forecasting and predicting future developments based on input from
past experiences of consumers and existing goods and services.

Managers will work harder to develop their organizations’ innovation dimen-
sion, since innovation is moving a company to the next level. However, manag-
ers should be cautious as creativity is a risk-taking and costly practice. Managers
should be mindful of innovation related problems and adverse consequences,
such as employee discontent and unwarranted changes (Simpson et al., 2006).
Management should also function on the basis that creativity needs to interact
together with other variables. A company should have a community promoting
creativity. A company that encourages its workers to be innovative, participate
in strategic innovation and take advantage of business opportunities is likely to
thrive. Managers can create hard work, productive work, and an environment to
promote organizational learning and dedication to priorities and objectives.
Taking advantage of these factors improves the capacity of workers to produce
new products or service ideas in an attempt to respond to consumer demands
and improve the responsiveness of the company (@Dgaard et al., 2005). Managers
should be able to explore and play with the forms of innovation to reap the full

benefits of innovation.

6. Conclusion

The objective of this study was to verify the connection between innovation and
organizational success in Ghana’s telecommunications sector. The study also
sought to confirm the link with innovation as mediator between market orienta-
tion and results.

Relationship intensity was checked using a formal questionnaire and data ob-
tained from telecommunications firms operating in Accra, Ghana. Structural
Equation model was employed in this study.

With a satisfactory model fit, this study’s overall findings verified the individ-
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ual relationship of the study’s two hypotheses; individual forms of innovation
are positively related to success; innovation has a mediating position between
market orientation and efficiency. The study proved to be a significant positive
relationship between competition, success and competition that acts as a medi-
ating position between consumer orientation and efficiency. Hypothesis 1 and

hypothesis 2 findings were consistent with other previous research.

6.1. Limitations

Every analysis has to include its limitations. The study based on telecoms com-
panies especially the mobile network providers in Ghana’s main region.

This analysis was limited to three constructs: innovation, market orientation
and performance, future research may decide to explore with other internal var-
iables.

The research also used simple, subjective performance measures. The use of
subjective performance metrics has been accepted by previous studies. The
measures in question are considered to correlate closely with objective measures.

Although this paper contributes to the existing literature on this subject, there
is no doubt that further work is needed in this field. It is necessary to bear in
mind that this paper is developed within a particular region and business sector.
Study should also be cautious when generalizing these views and observations

into various contexts.

6.2. Future Research

Prior to the limitations discussed in the above paragraph, this study has high-
lighted some necessary future research directions.

Future research may go beyond mobile network providers and also involve
other companies in other sectors and extend its population to other Ghana cities.
That will enhance the generalizability of the analysis. Future research may even
decide to compare organizations from other sectors. This study may give differ-
ent outcomes and different perspectives on innovation and performance

Future study may extend and include other internal variables of organization
and an inclusive model.

With the concept as to why subjective measures are reliable, future researchers
should combine both subjective and objective performance indicators to im-

prove the strength of their findings.
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