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Performance Evaluation Standards and Innovation:
An Empirical Investigation
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Abstract—In this empirical research, how marketing managers
evaluate their firms’ performances and decide to make innovation is Il. PERFORMANCE

examined. They use some standards which are past performance ?f th keting literat ¢ t and
the firm, target performance of the firm, competitor performance, n the marketing fiterature, periormance measurement an

and average performance of the industry to compare and evallPggformance evaluation are confused with each other and
the firms’ performances. It is hypothesized that marketing manageg€d interchangeably. Nonetheless, they are completely
and owners of the firm compare the firms’ current performance widistinct concepts in that performance measurement is an
these four standards at the same time to decide when to nmévity of describing performance results with figures, while
innovation relating to any aspects of the firm, either managemeefrformance evaluation is the activity of comparing
s_tyk? or products. Relationship between the comparison of B@rformance results with some standards chosen by
oo o et oy BRegers and juding and imtepreting hese resus s, (s
analysis are discussed and some recommendations are mad E{Performance evaluaFlon requires comparison .Of the
future studies and applicants. performance results, obtained after measurement, with some
standards, and managers develop some ideas and feelings
during the evaluation process. These ideas and feelings
determine the level of manager satisfaction about the
I INTRODUCTION perfor_mance. Two different marketiljg managers _might
i o perceive the same performance result in completely different
HE pgrformance of.ﬂrms has been a S|gn|f|cant part.\gz,fays due to some factors such as psychology, perception,
empirical research in the management field. MeasuriRgowiedge level, tenure, etc. Based on their satisfaction level
the performance of firms is an important component ﬂfey decide whether to make innovation or not.
strategic marketing management [1], [2]. Performance performance measurement is done in various methods and
measurement systems have an activity of scanniggys as an ongoing activity in firms and marketing managers
environment and fundamental role in providing marketing,q owners of the firms consider the results as an indicator of
managers with necessary information. These systems infQp@ syccess level of their decisions and activities [8], [9],
marketing managers about the success of marketing actmmy [11]. In the literature, performance measurement is
of the firms. When marketing managers are not satisfied Wiftinized in a great number of studies. In these studies,
the results, they can make decisions to make neces$@bkarchers have used various performance standards as
changes in marketing strategies and activities [3]. Thus, f"mﬁﬂparison standard. Main comparison standards used in
have been spending great efforts to generate performagegn studies are past performance of the firm [12], [13],
standards to obtain better information to measure at%q:lget performance of the related term [14], [12].
manage corporate performance. Performance measuremgformance of the main competitor/s [4], [15], and/or
systems have to include leading indicators that give i”Si%Werage performance of the industry [16], [13], [17], [18],
into the firms’ competitive position and serve as predictors [qb . However, none of these standards have been used in the
future performance. In fact, performance measurement a3¢he model or research, so this paper could be the first
performance evaluation processes are paying attentione;gmining them in the same model.
both internal and external environment [4]. Marketing ¢ is posited that marketing managers should use these four
managers use the measurement systems to follow &fe,qards at the same time to consider the firm’s success.
changes in the external environment not to stay behind thg; using one of them might mislead the marketing
_compet_ition. Not to stay behind the competition, firrr_]s malﬁﬁanagers in that if the marketing is expanding, and the
innovation when they feel that they are not performing welhcrease in the sales is behind the expansion of the market
The question they try to find answer is when to makgy nigher than the past performance, marketing managers
innovation, and that they perform worse than thgignt feel that they are on the right track though they might

performance standards they compare the performance @ pe as their competitors could be performing better.
their firms with might serve as an indicator that it is time to

make innovation. These standards are past performance of I1l. INNOVATION
the firm, target performance of the firm, performance of the . .
competitors, and the average performance of the induzéy'al'he term innovation largely refers to any breakthroughs

Keywords—Innovation, performance evaluation standards

they are operating in. This comparison helps them to identi ted_to products, prod_uction facilities, and/or_ organization
their position within the market and the need to ma the firms in t.he marketing and management.htergture [20],
innovation. [21]. The environment that firms are operating in is not

constant, and there is a rapid change which is a result of
Author is withistanbul Aydin Universityistanbul, 34295 Turkey (phone: Political, ~ economic,  behavioral  sociological, and
090 212 425 61 51; fax: 090 212 425 57 59; e-maitechnological sources. This change affects the firm both
fapaydinl@yahoo.com). directly and indirectly. A firm, like a living organism, needs
to adapt to the changing environment to sustain its existence.
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Marketing function regulates the flow of resources across t
firm, so its main function is to observe the environment ar comparison of performance|
anticipate when innovation is needed [22], [23]. Deciding t| | With past performance of the

make innovation mainly depends on marketing manage firm

willingness. If they see that the firm is not performing
satisfactorily, they may consider making innovatio comparison of performance

regarding any aspects of the firm, e.g. management styl with target performance of

production systems, and products. Especially, whe the firm

companies perform worse than the standards mention L 5! innovation
above, they are apt to make innovation, which indicates tt| comparison of performance

with competitors’
performance

the firm fails to follow the change in the environment.
In the literature, some antecedents to make innovation &

mentioned. Some of these antecedents are having

organizational culture which supports innovation, havin{ | comparison of performance

capacity to make innovation, and having organization{ | "™ a"‘i[f‘egﬁ]gjgfrmameo

structure which enables innovation [24]. Innovation impac Y

the firm’s competitive advantage to a great extent. Marketiryg

managers’ evaluation of the competitors facilitates Fig. 1 Model
innovation as they feel obliged to make innovation no to lose
to competitive advantage when they recognize that their IV. SAMPLE

competitors perform better than the|( firms. The process OfA random sample of small and medium sized firms which
decision making relies on environmental scannmé

) . . te members dfstanbul Chamber of Commerce was drawn.
interpretation, and learning. Managers observe t
as

. . . fall and medium sized firms are chosen because most of
environment by scanning the actions of the actors such . : . .
) - . e firms in Turkey are put into this category and they play a
customers, competitors, regulators, and suppliers in Q€

. o . significant role in the industry. To be able to make
environment. Organizations tend to commit to activities thal - ' ; ) :
thev have done well in the past. After comparin theq;enerahzanon, firms were chosen from a variety of industries

y . - past. paring including finance, retailing, wholesaling, manufacturing, etc.
performance with competitors’ performance and the average . - ;

; - is is relevant because the researched subject is not

performance of the industry, if they are better than them they.. . : .
. . : ; réstricted to any industry. The owners or the senior
may think that they are doing things well and abstain from . X

o . S . . . /marketing managers who are believed to have enough
making innovation. Making innovation is a kind of “S’E

e

taking, so high performance causes managers to be less IIangwer the questionnaire and are the decision makers in the

to make change. Innovation has some short term and I(ﬂn are chosen as the respondents. The answers were

term effects which are difficult to evaluate, and that is why ij_, . . . ) .
. : . . . obtained with face to face interviews. 400 Firms were chosen
is considered as risk bearing. Thus marketing mangers . .
. - . . Ut some of them either could not be reached or rejected to
interpretations of performance results may interfere in the ) . o
change process [25] answer the questionnaire. After reviewing the answered

g€ p ) guestionnaires, 169 of them were decided to be used in the

elr_fg]rﬁ;yc:t a;. |[rielss] exipr)lloreintgic\a/i dpuo;?bmtyrgfj iﬁ'ca%' nalysis. The response rate is 42%, which is satisfactory to
P o pi . »groups, - éarry out the analysis. To test non-response bias, independent
organizations. With spiral, they mean the cycllc%

X ) . -test to compare early and late respondents was carried out
relationship between efficacy and performance, and th§|¥d no sianificant difference was found
posit that this relationship exists. Likewise, it is suggestedin 9 '
this paper that there is a cyclical relationship between
performance and innovation. Firms make innovation to V. MEASURES
improve performance, and in return after evaluating the The measurements had been standardized and validated by
performance results, they make decisions whether itoiger researchers. Measures were pilot tested using
needed to make further innovation and about which aspgogrketing managers. The questionnaire was also reviewed by
of the firm to make innovation. In this paper, the relationshgme other academicians. All measures were tested with
between the comparison of the performance of the firm witiee item scales. The reliabilities of the scales are assessed
performance standards used by marketing manageys using Cronbach’s Alpha and Table 1 shows the
mentioned above and managers’ decisions about makigligbilities of the scales, which are all above 0.70 that is
innovation in the near future are examined in a regressi@sommended and the used value in most researches. 5-Point
model (Figure). Based on the literature review, tHékert scales are used to measure the variables (1 = strongly
hypotheses are: disagree, 5 = strongly agree).
The marketing managers are asked to compare the current
H1: If the firms perform better than the past performandegrformance of their firms in 2007 with performance
they don’t make innovation. standards mentioned earlier. The dimensions of performance
H2: If the firms perform better than the target performanstandards asked to the marketing managers to compare are
of the firm, they don’t make innovation. return on investment, increases in sales, and overall
H3: If the firms perform better than the competitorgerformance evaluation. These dimensions are used in the
performance, they don’t make innovation. scales developed by Dess and Robinson [19], Pelham and
H4: If the firms perform better than the averageieh [4], Brouthers and Xu [27], Matsuno et al. [15], and

performance of the industry, they don’t make innovation. Miller [28]. The marketing managers are asked about the
innovations they did in 2008 with their products and

nowledge about the marketing activities and strategies to
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production process with 5 items used by Denison [\égl]s”ljﬁg-ﬁl %ggga value=0.21, sig=0.03) is rejected. This means if
reliability of comparison of the performance (performance the firm performs better than the past, marketing managers
2007) with past performance (performance in 2006) is 0.d&cide to make innovation, which is contrary to the literature.
The reliability of comparison of the performance with th&here might be some other reasons for this which this paper
target performance for 2007 is 0.77. The reliability @$ not enough to explain. H2 (beta value= -0.20, sig=0.04) is
comparison of the performance with competitor performanaecepted. If firms reach a better performance level than their
is 0.82 and the reliability of comparison of the performantarget performance, marketing managers are content with the
with average industry performance is 0.72. The reliability ofsults and don’t feel to make changes. As mentioned in the
items about innovation is 0.91. The items were computed diterature review, making a change is risky, and they don’t
the dependent and independent variables were formed tavhet to take risks. H3 (beta value=0.04, sig=0.63) is rejected.
used in the analyses. The possible reason for this might be that managers of small
and medium sized firms either fail to identify their
TABLE | competitors or cannot get information about their
RELIABILITY OF THE MEASURES competitors. H4 (beta value= -0.22, sig=0.04) is accepted. If
Cronbach’s firms are_doing pette_r thgn the average industry, they are
Alpha happy with their situation and don't need to make
innovation. The possible reason for not making innovation is
comparison of performance wit| o -, the intention qf the managers to avert risk which might occur
past performance : as a result of innovation.

Measures

comparison of performance with VIIl. CONCLUSION

0,77
target performance ' . . . .
getp In a highly competitive environment, one of the main

comparison of performance wit o funqtions of marketing managers |s to foIIovy the
competitor performance . environment and firm fit. The prevailing change in the
environment forces the firms to adapt to the changing
environment, and this is possible by making innovation at the
right time, at the right frequency, at the right aspects of the
firm, and in the right way. In this research paper, only when
innovation 0,91 is the right time to make innovation is searched. The first
step is to measure the firms’ performances. Performance
measurement is vital for companies, as is the evaluation of it,
VI. CORRELATIONS so the next step involves comparing its performance with
Descriptive statistics related to the constructs in the mogetdetermined performance standards. In effect, comparison
are shown in Table 2. In the research, links betweina widely used technique to evaluate performance, which
innovation and comparison of the performance with pastables to remark the extent of being better than, similar to,
performance, target performance, competitor performaneguivalent to, or worse than these standards. Main
and industry performance are investigated. No correlatiorpisrformance comparison standards are past performance of
found with innovation and comparison of performance withe firm, target performance of the firm, performance of the
past performance. This might be due to the factor thatcdempetitor, and/or average performance of the industry.
highly turbulent environment, managers mainly focus on thising just one of them is believed to be inadequate to discern
future rather than the past. There is low negative correlatibe position of the firm in the market environment. By using
between innovation and comparison of the curreall these standards at the same time, marketing managers
performance with target performance (r= -0.16, p<0.0%)ould not only focus on their performance but also on
Innovation doesn'’t correlate with comparison of performancempetitors’ and industry’s average performance. On the
with competitors. There is a negative weak correlati@her hand, just using one of them might be misleading for
between innovation and comparison of the curremtanagers.
performance with the average performance of the industryn the model proposed in this research, it is found out that

comparison of performance with

; 0,72
average industry performance

(r=-0.21, p<0.01). even if firms better than the past, they make innovation. This
might be explained with some factors related to the industry.
VII. REGRESSION ANALYSIS While performing better than past, if the performance of the

fj]are falls behind the average performance of the industry,

Regression analysis is used to test the research model. . . . A
- . . managers may feel obliged to make innovation. Though it is
results are summarized in Table 3. The overall fit of the . .

A 0L1t of the scope of this study, customers might also force the

model was good and the model is significant at 0.01 Ie¥e ke i - forming b h h
and adjusted R square is 0.05. The independent variablea. to make innovation. Performing better than the target
- . o . &rformance of the firm denotes the success of the firm, so
which are comparison of performance with past performaricé : iaht b | ke i . .
of the firm, target performance of the related termiopanies mig t be reluctant to make Iinnovation. It is
’ . ; uhexpected to find out that firms do not take the performance
performance of the main competitor/s, average performa% Sthe competitor into consideration upon evaluating their
of the industry, explain 5% of the variance in the dependent P P 9

variable innovation. The correlations are hiah amon tEerformance. As mentioned before, the reason for this might
; 9 9 & lack of information about the competitors, whereas some

mrc(j)%ﬁ):r?]d?rr: e\{carriﬁt())lftsﬁe g;%ig'g? mmﬁcolmluelgﬁ?ll'ggﬁ;ﬁ%overnment agents and chambers provide the firms detailed
P X 9 y information about the industry making it possible for

by .the Imear .relat|onsh!p among the explanatory Va”abl%?anagers to compare their performances with the industry.
variance inflation factor is applied. . S )
However, managers should find a way to gain information

750



International Journal of Business, Human and Social Sciences
ISSN: 2517-9411
Vol:3, No:6, 2009

TABLE Il
DESCRIPTIVE STATISTICS
MEANS, STANDARD DEVIATION, and CORRELATION AMONG CONSTRUCTS

Means Ste(\j/ 1 2 3 4 5
1. Com. past per. 3,70 0,89 1
2. Com. target per. 3,26 0,95 ,62%* 1
3. Com. competitor per. 3,562 0,93 24%* JA2%* 1
4. Com. averageind. per. 3,32 0,90 ,37** ,49*%* ,68** 1
5. Innovation 3,31 1,24 ,01 -,16* -,14 -, 21%* 1

#p<0.01 *p<0.05

TABLE Il REGRESSION RESULTS

St. Beta Sig.

Coefficients | VAU | | oy

Constant 811 0.00

Com. past per. 0,21 2,16 0,03

Independent | Com. target per. -0,20 -1,98 0,04
variables Com. competitor per. 0,04 0,47 0,63
Com. industry per. -0,22 -2,05 0,04

Dependent Variable: Innovation
Adjusted R Square = 5%, significant at 0.01level
Fvalue = 3,457 df=4 residual = 164

about the competitors not to lose their competitive and Satisfaction Judgmentdcademy of Marketing Scienc0(1),
advantage. 2002, pp. 5-23.

. . L [74 J. Wirtz & A. Mattila. Exploring the Role of Alternative Perceived
This study consists of several limitations. One of them'is  performance Measures and Needs-congruency in the Consumer

that the sample is small makes it difficult to generalize the satisfaction Processournal of Consumer Psychologyl(3), 2001,
results. Another one is this research is carried out durinj;ﬁf pp. 181-192.

very heavy global economic crisis in the world, so the res M. Kennerley & A. Neely. Measuring Performance in a Changing
ight be influenced from it Busmes; Environmentinternational Journal of Operations and
might be - ) Production Managemen®3(2), 2003, pp. 213-229.
In this research, the sample was drawn from differget L. J. Bourgeois Ill. Performance and ConsenStsategic Marketing
industries to make generalization, so in the future some Journal,1(3), 1980, pp. 227-248.

; ; ; ; el A. Cakun. STK'larin Stratejik Performans Yonetiminde Yeni Bir
researches Sh.omd be carried out I.n VaI’IC_)US lndustrleslﬁi Yaklasim: Performans KarnesBivil Toplum 4(15), 2006, pp. 103-
observe the differences among the industries. Furthermore, 177

researchers should investigate the effects of the kind[nff J. M. Geringer & L. Hebert. Measuring Performance on Their
comparison standards marketing managers use on their International Joint VenturesJournal of International Business
decisions about different activities they carry out in the fir Studies22(2), 1991, pp. 249-264. .

. X el W. J.Johnston & K. Kim. Performance, Attribution, and Expectancy
In the literature, different types of performance standards aré |jnkages in Personal Sellingournal of Marketing58(4), 1994, pp.
used in various studies, but none of them has looked into 68-81.
which one is more effective on managers’ decision makii§l H. R. Greve. Performance, Aspirations, and Risky Organizational
process. The model in this model should be tested with otgﬁ ChangeAdministrative Science Quarter$f3, 1998, pp. 58-86.

R . l M. C. Kernan & R. G. Lord. An Application of Control Theory to

researches. Moreover, the sample in this research was chos MUnderstanding the Relationship between Performance  and
from small and medium sized firms, so studies might be done satisfactionHuman Performancet(3), 1991, pp. 173-185.

with big companies. [15] K. Matsuno and T. M. John. The Effects of Strategy Type on the
Market Orientation-Performance Relationshipurnal of Marketing
64(4), 2000, pp. 1-16.
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