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THE MEDIATING ROLE OF PRODUCT INNOVATION ON THE
RELATIONSHIP BETWEEN MARKETING INFORMATION SYSTEM
AND CUSTOMER ORIENTATION

ABSTRACT

Marketing information system (MIS) is an essential factor of developing business’
performance and getting sustainable success. That is because it can lead the business
to achieve good overall performance. In addition, it can lead the business to achieve
high customers’ satisfaction, which has become the crucial factor of marketing
activities. Therefore, it is important to evaluate and develop the marketing
information system. This study sought to analyze the marketing information system
and measure its effect on the customer orientation and product innovation. The data
of the study were collected using questionnaire. The data were analyzed using
statistical tools and SPSS programming. The results of the study showed that the
MIS can positively and significantly effect product innovation. Also, the results show
that MIS can positively and significantly effect customer orientation. Moreover, MIS
and product innovation together can positively and significantly effect customer
orientation. According to that, product innovation has a mediation role in relationship
between MIS and the customer orientation. The findings are important in terms of
developing and revealing the effects of MIS in Iragi operations

Keywords: Marketing information system, Customer Orientation, Product
Innovation
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PAZARLAMA BIiLGI SISTEMI VE MUSTERI ODAKLILIK
ILISKiSINDE URUN INOVASYONUNUN ARA DEGISKEN ROLU

OZET

Pazarlama bilgi sistemi (MIS), is performansini gelistirmek ve siirdiiriilebilir bagar
elde etmek igin 6nemli bir faktordiir. Bunun nedeni, isletmenin iyi bir performans
elde etmesine yol acabilmesidir. Buna ek olarak, pazarlama faaliyetlerinin 6nemli bir
faktorii haline gelen yiiksek miisteri memnuniyetine ulagmak i¢in isletmeyi
yonlendirebilir. Bu nedenle pazarlama bilgi sisteminin degerlendirilmesi ve
gelistirilmesi Onemlidir. Bu c¢aligmada, pazarlama bilgi sistemini analiz etmek ve
bunun miisteri odaklilik ve {irlin inovasyonu {izerindeki etkisini O6l¢gmek
amaglanmistir. Aragtirmanin verileri anket formu kullanilarak toplandi. Veriler
istatistiksel araglar ve SPSS programlamasi kullanilarak analiz edildi. Caligmanin
sonuglari, MIS'in {irlin inovasyonunu olumlu ve énemli dlgiide etkiledigini gosterdi.
Ayrica sonuglar, MIS'in miisteri yonelimini olumlu ve 6nemli Ol¢iide etkiledigini
gostermektedir. MIS ve {irilin inovasyonunun birlikte miisteri yonelimini olumlu ve
onemli Ol¢iide etkiledigini gostermektedir. Buna gore iiriin inovasyonu, MIS ile
miisteri odaklilik arasindaki iliskide ara degiken roliine sahiptir. Bulgular, Irak
isletmlerinde  MIS’in gelistirilmesi ve etkilerini ortaya koymasi bakimindan
Oonemlidir.

Anahtar Kelimeler: Pazarlama bilgi sistemi, Miisteri Odaklilik, Uriin Inovasyonu
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1. INTRODUCTION

1.1 An Overview

Developing the marketing information system (MIS) is important for any business.
The importance of MIS for businesses is related to several issues. The first issue is
the change in the business environment. That is, the new global environment creates
more competition for businesses. In addition, the second issue is the advance
development in the field of communications and information technology. These
issues have led to many changes in the businesses environment and structure.
Therefore, MIS has become one of the main tools that help companies working
successfully within the new environment. More specifically, the MIS has become
one of the essential elements of developing business performance (Al-Taher et al,
2009).

The second issue is that many changes have happened in the past two decades in
markets and production technologies. These changes have had a significant role in
increasing the market competition. In addition, the developments that accompanied
our present-day made it described as the age of knowledge, information and
communication technology. Today’s business businesses can grow and progress
through them in the world. These encourage most businesses to develop their MIS to
improving their operation systems and products to satisfy customers’ needs and
desires (Al-Taie & Sarhan, 2006).

The third issue is that the expansion of marketing information has created
tremendous pressure on traditional operational systems. That is because the large
volume of data related to the high-speed changes in customers’ needs. As a response
to that quick change, most businesses adopted strategies to develop their MIS
(Kotler& Philip, 1997).

Finally, the customers now become the crucial factor of marketing activities.
Therefore, it is important for the businesses to develop their MIS that can help

achieving high customers’ satisfaction (Gandhi, 2002).

1



According to these issues, the rational businesses’ mangers must work on developing
their businesses’” MIS. In addition, they should focus more on applying customers’

orientation, product innovation to achieve their businesses’ goals.

This study is applied on Iraqgi businesses. Iraqi businesses were selected because Iraq
has closed economy for more than 20 years. That is because of the wars, which
created many problems related to adopting new technologies. However, after 2003,
Irag has become more economically open towards the entire world. That has
increased the global competition and put Iragi businesses under high pressure.
Therefore, it is expected that Iragi businesses started working on improving their

MIS to improve their performance (Musa& Sattar, 2012).

This study focuses on two main problems. First, there is no evidence that shows
whether Iraqi businesses have developed their MIS as a response to the new changes
in business environment. Second, the literature does not have studies that test the

impact of Iraqi businesses’ MIS on customer orientation and product innovation.

The purpose of this study is to investigate the performance of the MIS in a sample of
Iragi businesses. More specifically, the study investigates the impacts of Iraqi
businesses’ MIS. The study tests whether Iragi businesses have applied customer
orientation and product innovation. Finally, the study tests the relationship between

MIS, customer orientation and product innovation of Iraqi businesses.

1.2 Literature Review

Many studies in the literature have presented the MIS in different ways. They also
tested its impact on customers’ satisfaction and on the businesses’ performance and
success. Therefore, it is important to reviews some previous studies that dealt with
this issue to indicate their problems, objectives, methodology, and findings.
Reviewing previous studies can help providing theoretical and practical information
about MIS and about its effects on customer orientation and product innovation.
Therefore, the next sections review some studies from the literature that are related to

the research topic.



1.2.1 Studies that are related to the marketing information system

The purpose of the study conducted by Al-Adwani (1998) was to analyze the reality
of the existing MIS system (Deepak& Jeyakumar, 2019).

In addition, the study purpose was also to reveal the most essential problems related
to MIS, and to search for possible solutions. The study presented new MIS system
that can be a substitute for the old one to solve the existing problems. The results of
the study showed that the existing MIS system is just a simple manual system. In
addition, that MIS system is not consistent with the work nature of the business.

The purpose of the study conducted by Gandhi, (2002) was to develop the marketing
information system. The study indicated that the existing MIS was not directed
toward customer’s orientation and product innovation. In addition, there was no
computers and internet to support the operation of MIS (Gandhi, 2002). This study
showed that the MIS could provide decision-makers with better information when
using computers and the internet. Also, the results showed that the MIS could be
more effective when it consistence with the business’s structure. Moreover, the
results showed that the developed MIS could improve the types of information
obtained from the market. That could increase the link and the balance between
supply and demand. In addition, it could make the production and marketing more

efficient.

The purpose of the study conducted by Nedeva (2004) was to examine the MIS and
its ability for use in decision-making process. More specifically, testing the ability of
MIS to provide information and using communication technologies. The study also
tested the effectiveness of building an integrated MIS. The study included 25 plans
of a business for the period 1999-2002(Nedeva &Veselina, 2004). The results of this
study showed that the use of the internet had a significant impact on decision-making
through providing the MIS with important information. The important information
was related to the change in customers’ preference, taste, behavior, and others.
Another result showed that the integration of MIS was new development. This

integration represented data integration, and information technology integration.

The purpose of the study conducted by Tawfig (2006) was to develop MIS by using
new technologies. Then using the developed MIS to serve warehouses and support

marketing decisions-making process (Al-Adwani, 1998). The results of this study

3



showed that the use of developed MIS could provide better data about warehouses’
operation. That could support customers’ relationship management because it
provides information about customers’ preferences over time. It could also help in

rationalizing marketing decisions.

The purpose of the study conducted by Jobber, and Ashill (2000), was to develop a
framework that includes the information required by marketing decision-makers. The
study identified six general characteristics to an effective MIS based on three issues.
These issues were limited marketing information, analytical marketing information,
and information about marketing decision models Lancaster (Geoff et al, 1998). The
results of this study showed that focusing on designing the MIS could lead to better

MIS performance.

The purpose of the study conducted by Kemper (2002) was to provide a design for
customer-oriented data system of warehouses. This design was a new technique of
customer relationship management (CRM). In that CRM, the company obtains data
on the preferences and desires of the customers. Then the company turns the data
into information that used to provide the appropriate services to the customers
(Kemper, et al, 2002). The results of this study showed that adoption the new CRM
system could improve the MIS of the company. That was because it could be used to

better analyze the needs of the customers.

The purpose of the study conducted by Alsuwaidi (2010) was to evaluate the role of
MIS towards the customer orientation and product innovation. The study used the
questionnaire to collect the study data. The study was applied one of Iragi companies
in Mosul, Irag. The results of the study indicated that the marketing information
system in the company was not efficient in providing the required information to the
managers. The study suggested that the company should have used the new

technology to develop its MIS.

This study is important as a guide to my study. However, unlike this study, my
research is applied in different economic environment and marketing conditions
especially in Mosul. Also, my research has another difference because of sector. | got
data from The State Company for Ready-Made Wear in Mosul, Irag. This work has a
difference about “sector, environment and marketing conditions” and different in

legislation and regulations than other researches in the literature.



1.2.2 Studies that are related to customer orientation

The purpose of the study conducted by Gharib (2006) was to examine the extent to
which the marketing relationships could be applied. More specifically, it examined
marketing relationships’ characteristics, activities, and strategies in the private

commercial banking sector (Gharib, 2006).

The results showed that most of banks in the sample could apply marketing
relationships. However, they did not have modern tools such as the internet and

customer databases to communicate with customers.

The purpose of the study conducted by Sadig (2008) was to examine the customer
orientation. It was also to examine the effects of customer orientation on the
performance of the businesses. The study tried to do the tests to evaluate whether the
businesses did response to the economic shifts and the changing in international
conditions (Baron& Kenny, 1986). The results showed that the companies’ plans and
strategies did not include customer orientation. That was because of the lack of data

and information about customers.

The purpose of the study conducted by Al-Baghdadi, (2008) was to develop and
integrate businesses’ knowledge management practices. The study used the
principles of customer relationship management (CRM) to examine the performance
of the businesses regards customers’ satisfaction (Al-Baghdadi, 2008). The results of
this study showed that developed CRM could help the business responding quickly
to the needs of customers. The results showed that using developed CRM could
provide appropriate information about each customer. In addition, it could be a
useful tool in achieving future forecasting in different marketing fields. Moreover,
CRM could reduce the marketing costs and achieve higher return on investment.
That could be done through identifying and targeting the best customers and

increasing sales.

1.2.3 Studies that are related to product innovation

The purpose of the study conducted by Al-Taie Amal (2006) was to determine the
relationships types between information and communication technology (ICT),

product design, and development strategy (Al-Taie, 2006).



The results of this study showed that ICT could play a role in product design and
innovation. That could be done by reducing the costs of the final product. In addition,

it could be done by improving the products quality.

The purpose of the study conducted by Toubia (2005) was to test the effect of

incentives on improving products innovative.

Specifically, it tested the effect of incentives on generating ideas and using models
related to product innovations. The study introduced a new tool that used for
generating ideas.

The tool was using rewards that were given to the participants based on the weighted
average rate between their contributions and their influence in the group (Toubia &
Oliver, 2005). The results of this study showed that generating ideas was related
mostly to increasing interest in the process of innovating product.

1.3 The Study Hypotheses

In accordance with the purpose of the study, the hypotheses were formed as follows:
H1: MIS can positively affect the product innovation.

H2: MIS can positively affect the customer orientation.

H3: MIS and product innovation together can positively affect the customer

orientation.

H4: The product innovation has a mediation role in the relationship between MIS and

the customer orientation.
The rest of the study has the following sections:

e Chapter2, which discusses the theoretical framework of developing the
marketing information system (MIS). This chapter has two main parts. The
first part discusses the concept of the MIS, its components, and its functions.

The second part discusses the ways and strategies of developing MIS.

e Chapter 3, which discusses the theoretical framework of customer
orientations. Specifically, it discusses developing the ideas of customer
orientations, customer value. It also discusses the customers’ satisfaction,

loyalty, and ways to maintain them.



Chapter 4, which discusses the theoretical framework of product innovation,

the concept of products’ design, and the requirements for products’ creation.

Chapter 5, includes the empirical analysis. That includes the study
methodology, conceptual model, the sample of the study, the study data, the

regression and correlation analysis, and the empirical result.

The study’s conclusion.



2. THE MARKETING INFORMATION SYSTEM

Researchers have become increasingly interested in studying MIS and its
components, effectiveness, and ways of developing it. That is because development
MIS can play an important role in the business performance. The development of the
MIS requires learning the concept of the system, its components, and its functions. It
also requires learning how to develop the systems including the stages of this process
passes (Stair et al, 2003).

2.1 The Concept of the Marketing Information System

The marketing information system is a system that contains information about the
business and its internal and external environment. It has defined as a group of
employees, databases, procedures. They all used to provide routine information to
managers and decision-makers within the business (Haag &Phillips, 2007).

It can also be defined as a system that use information technology tools to develop,

manage, and help individuals complete all their jobs’ tasks (Haag &Phillips, 2007).

It can also be defined as the integrated structure of machinery, programs, equipment,
rules, and workforce that collecting data to provide the necessary information. In
addition, it can use to forecasts to facilitate the decision-making missions (Etzel &et
al, 2004).

It is also known as a method of collecting and analyzing data that can be used by the
marketing managers for decision-making processes (Perreault & McCarthy, 2006).

In general, the above definitions present the MIS as a process for collecting,
analyzing, and distributing data to managers and beneficiaries. They use this data to

make the required marketing decisions (Boone & Kurtz, 1998).

However, some other definitions present the MIS as a computer network that use to

collect data.



For example, the marketing information system is a computer-based system that used
to provide managers with information used in their decisions-making processes
(Harrell& Gilbert, 2010). It is also defined as a computer-based system, which
collects and organizes marketing data on a time basis to prepare information for
decision-making (Al-Dewachi, 2000).

The basis of the concepts of the MIS now is not very different from what it was 20
years ago. The current development in information technologies has had a
fundamental impact on the speed, accuracy, and ease of accessing information. Even
managers with little computer experience can learn to use it quickly. That can allow
them obtain marketing information in the forms of reports, maps, pictures, charts,
and statistical tables (Laudon et al, 2011).

2.2 The Elements of the System

The marketing information system, like any other information system, contains

three essential elements as shown in figure (2.1).

Customers Environment Suppliers

The organization

Inputs Processing } Outputs

Stakeholders Suppliers Competitors

Figure 2.1: Marketing information system components.
Source: (Laudon et al, 2011).

1. Inputs: It is all that enters the system from the primary elements obtained
from the business and from the external environment. All the information

entering the system will be processing and converting into useful reports.



2. Operations: The process that transforms data into useful information.

3. Outputs: The outputs of the system are usually reports that represent the

results of the processing step. The outputs are used for decision-making.

4. Feedback : All information that coming back from customers, suppliers,

stockholders, and others that help improving the operational performance.

For the MIS to perform the required activities, it usually needs to use the following

resources:

1. Personnel resources: the beneficiaries and the specialists.

2. Hardware Resources: Information Technologies, and Communications
networks.

3. Everything related to databases and database management.

4. Procedures and programs.

2.3 Marketing Information System’s Functions and Advantages

The functions of the marketing information system can have summarized as the

following (Al-Taei, 2005).

» Analyze data using statistical analyzes and mathematical models that simulate the
reality.

» Prepare appropriate and regular reports within the limits of the businesses’
missions, strategies, and potential tactical plans.

 Store data for future uses and comparison.

« Forecasting the future trends.

« Obtaining massive data from inside and outside the business in real-time.

The advantages of the marketing information system can have summarized as the

following (Evans et al, 1997).

« Achieving competitive advantages.

« Reducing financial risks.

» Monitoring the business’s environment.

» Gathering information about competitors.

« Achieving coordination strategies.

« Measuring marketing performance.

* Improving the business’s effectiveness.
10



In general, the MIS system is working based on the concept of the marketing

analysis. Its main components are planning, management, and marketing research.

It also has other components such as consumer behavior, promotion research, market
competition analysis, and marketing competition trends. All of these components can
lead to the MIS advantages that listed above (Turban et al, 2017).

2.4 The Importance of Marketing Information Systems

The MIS is important because it consider a daily framework for management. In
addition, it is structuring information that is collected regularly from internal and
external sources (Pride & Ferrell, 2003).

The importance of MIS can be explained as following (Farahatia & Eid, 2006):

1. Providing data and information promptly with appropriate quality and
accuracy.

2. Preparing information briefly for each alternatives and analyze their effect on
the objectives to be achieved.

3. Helps in achieving the best results in planning, implementing, and monitoring
marketing activities.

4. Contributing in modifying information effortlessly through the computer
system.

5. Answering any questions related to customers, goods, or sales assistants in a
fast manner.

6. Encouraging the marketing department to take risks and continuously search
for marketing opportunities.

7. Helps in products design and provision, and providing multidimensional
information for the businesses to make marketing decisions (Lazhar, 2006).

8. Providing economic indicators. The increasing importance of economic
indicators has increased the importance of MIS. Economic indicators
contribute to a fundamental role in the success of marketing management
(Mohamed, 2006).
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2.5 The MIS Systems Development

2.5.1 Introduction to systems life cycle development

According to systems theory, every system has a life cycle that consists of several
stages. Just as an organism has a life cycle that begins with birth and ends with death.
For example, the product has a life cycle that starts with the stage of presentation,

then growth and maturity, and the end (Dendera, 2009).

The researchers believe that the process of developing MIS can include the following
stages (Dendera, 2009):

e The first stage is the stage of identification the problems and the feasibility of
the MIS. The proposed process of developing MIS begins with understanding
and the status of the business. Then, determining if there are problems facing

the business or the beneficiaries in obtaining the required information.

e The second stage is studying the extent of possible MIS development. That is,
the businesses should analyze and understand the nature of the existing
problems facing the MIS development. In addition, they should analyze and
understand the requirements of economic feasibility regards developing MIS,
(Radwan, 2010).

The components of feasibility studies are shown in figure (2.2). Figure (2.2)
shows that the feasibility studies of developing MIS have four parts. The first
part is the economic feasibility, which deals with reducing costs, increasing
returns and profits. The second part is the organizational feasibility, which
focuses on how the proposed MIS supports the business’s strategic goals. The
third part is the operational feasibility, which deals with management’s issues.
Finally, the fourth part is technical feasibility, which focuses on the availability
of MIS technical requirements such as networks and hardware (Obrien&James,
2001).
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Figure 2.2: The components of feasibility studies.
Source: (OBrien&James, 2001)

e The third stage is the stage of analyzing the current MIS. More specifically,
analyzing the beneficiaries of the system and their needs, the documentation

needed in work, and the requirements to meet these needs.

e The system design stage is the fourth stage. This stage describes the
functional requirements of the proposed system. In addition, it describes the
characteristics of the necessary hardware, software, data resources,
individuals, and networks. It also describes the procedures required to operate

the system. The design stage usually integrates with the analysis stage.

e The fifth stage is the implementation stage. The goal of this stage is to
develop the work program, prepare and test plans and procedures, and

prepare documents.

¢ In addition, this stage includes also training the beneficiaries on how to use
the system and providing them with the system instructions guide (Obrien &
James, 2001).

e The final stage is the modification and maintenance. After operating the
system, and practicing its functions, it is necessary to establish a program for

the maintenance the system ('Yassin, 2006).

Recently, most businesses have used new the rapid development approach when

developing their MIS. The goal of this approach is to reduce the MIS development
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process stages. That can be done by using modern methods and tools that can make

rapid MIS development (Evans & Berman, 1997).

2.5.2 The analysis process in MIS development

This section discusses one of the important stages of MIS development which is the

analysis process. In this process, the businesses try to identify solve problems related

to their MIS. Therefore, this process consists of identifying the problem, its causes,
and identifying the possible solutions (Etzel & William, 2004).

There are two types of analysis in the MIS development process (Al-Dewachi ,

2000):

1.

Initial analysis, which refers to observing the current situation and may
describe the problems that the information system to solve.
Logical analysis, in which a systems analyst determines the answer to two

fundamental questions. The first question is “what does the system need?”

The second question is “What are marketing information system requirements?” or

“How will the system perform its functions?” It identifies the information needs, the

processes, and the general operations’ requirements of the system.

The analysis procedure may include the following steps (Al-Muhtadi, 2003).

Create a working group for the participants in the systems analysis process.
Collecting data on the appropriate requirements.
Analysis of the requirements data.

Preparing a report on the current marketing information system, the

requirements of the new system, and the required priorities.

The tasks involved in systems analysis are (Rose & Jeremy, 2000):

Collecting, using, and processing information.

Record information in a clear and accessible way for all analysts and

designers using graphic methods.

Use the existing recorded information about the business as a basis to

indicate requirements for expanding the new system.
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2.5.3

The analysis plan in MIS development

The analysis plan can include the following steps (Al-Shamaa, 2004):

1. The stage of team formation that undertakes the analysis

It is the first practical step in the process of analyzing plan, as a multidisciplinary

team

a)

The s

b)

is formed to start the analysis process. The team may include:
Specialized systems analysts

The analysts should know in the field of computer and information systems and
have experiences in analyzing, dismantling, and splitting the system into its

components.
Kills required by a systems analyst are (Dennis & Charles, 2005):

Technical skills in the way of understand the technology of the organization,
and the technology of the new system. In addition, technical skills on how to

combine the two in an integrated technology solution.

Business skills that ensuring obtaining higher value through the application

of information technologies.

Communication and human interaction skills that help in direct interaction

with system users, administrators, and programmers.

Management skills that lead the efforts of the individuals to clarify

situations.

Ethical skills, in which the polite engages with the staff and members of the

business.
The beneficiary

The beneficiaries are the individuals who use the system. They play an
essential role in obtaining the information and data needed. In addition, they

can an essential role in designing and operating the system.

In many systems, the beneficiaries of the marketing information system are the
senior managers, the managers of the marketing department, stakeholders,
customers, and the public (Al-Bakri, 1985).
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c) Experts in the field of business administration

The experts in the field of the business administration can help in analysis, and
designing the works and the distributing the tasks. In addition, they can help in
adopting the new system and reduce potential resistance to change by workers.

2.5.4 The system analysis

The system analysis is the process that analyzes the work of the computer-based
elements of the current system. In addition, it analyzes the other elements of the
business. All of these elements can lead to significant benefits if they restructure with
the activities of the business and the associated system information (Haag et al,
2007).

For example, individuals want to continue in the same way and with the same
behavior at work unless they push for change. The changes caused by the new
information system may makes individuals learn new procedures and use new
technologies (Oz, 2011).

In general, analyzing the system has two stages as following:
1. Analysis of the current information system

The analysts can find and analyze the current information system. However, they
perhaps do not find an information system. This case can be existed when the
business does the work only recently. An essential step in analyzing the current
system is data collection. The data collection process begins by identifying the
different sources of data such as internal and external data. Internal data sources
are the users of the system, stakeholders, and managers. They can be also business
maps, forms, documents, manual procedures, and policies. Furthermore, they
include financial reports, manual information systems, and other measures of the

businesses’ operations (Strauss et al, 1999).
2. Analysis of job requirements

Job requirements are defined as the functions that the system performs and the
characteristics by which it will achieve its tasks. It includes identifying who needs
the information, and how can use this information develop new system. It can also
be defined as set of knowledge that the system must meet to be successful
(O’Brien & James, 2001).
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2.6 The System Design

2.6.1 The concept and activities

The system design shows how the proposed system will work. That is, it shows the
specifications of different requirements included in the proposed system include, and
how they work as an integrated unit. The system design describes the system created
to meet the information needed by the beneficiaries. It consists of designing activities

and the functional requirements to develop the new system (Dendera, 2009).

It also describes the details about how the new system works to meet the needs of the
business that identified by the systems analyst during the analysis stage (Evans&
Berman, 1997).

It can help rearranging and installing many separate elements and linking them to
make them a new entity. In addition, it can help bypassing the problems of the old

system to achieve the best goals (Al-Sharman, 2004).

Some specialist indicated that the system design process consists of two main

packages, which are the logical design and the physical design (Al-Baghdadi, 2008).

2.6.2 The components

The marketing information system consists of four main components (Harmon&
Robert, 2003).

1. User interface: It is an essential component for managers in analyzing the use of
marketing information. It includes the types of elements that will be used in the
information analysis. For example, the uses of coordination, presentation, and
reports. It takes into account the ease of use, confidentiality, and easy access to

information.

2. Software applications: The software that marketing decision-makers use to
develop the process of decisions making. For example, the marketing support

software is used for immediate online selling and customer service.

3. Marketing database: It is a system, in which the marketing data files and stored.
This data is usually collected from internal sources such as sales data, shipping

data, inventory data, and product data.
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It is also collected from external sources such as marketing researches,

competitor intelligence, credit agencies, and financial institutions.

4. Support System: It is a group of managers, who manage and maintain the
systems components such as software and network devices. They also monitor
the system’s activities and ensure their complementarity with the business’s

policies.

2.6.3 The models

There are several designs’ models for the marketing information system developed

by researchers, which including the following:
1. Kotler model

Philip Kotler used the term “nerve center” to describe a new unit of marketing
function that collects and operates marketing information. Kotler identified three

types of marketing information in his model, which are (Martin, 2006):

e Data that travels to the business from the environment, which is called marketing

intelligence.

e Information gathered within the business, which is called internal marketing

information.

e Information flowing from the business to the external environment, which is

called marketing communication.

Kotler noted the tendency of the nerve center to support decision-making, and he did
not use the term MIS. The Kotler’s system has four essential components, as shown
in Figure (2.3) (Ong, 2012):

a. The internal documentation system

Managers rely on internal reports from orders, sales, prices, costs, inventory
levels, receipts, and payments as well as from financial budget. In addition, they

rely on information about the opportunities and risks.
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Figure 2.3: Kotler model for marketing information system.
Source: (Kotler & Philip, 1997)

b. Marketing Intelligence:

It is a set of procedures and sources that are used by managers to obtain daily
information on the marketing environment. It can help managers to make

marketing analysis and improvements.
c. Marketing research

The American Marketing Association defined marketing research as the process
of collection, recording and analyzing the data related to marketing problems.

Marketing research starts with studying the capabilities and shares of the market.

It ends with determining the level of the needs and desires of customers, and the
types of purchasing behavior. The business may include a special section for
research or obtain it from independent sources (McLeod et al, 2000).

d. Marketing decision supports

Marketing decision support system is a coordinated set of data, technologies, and
tools with supporting programs and devices. The business uses this system to
collect and interpret relevant information. Then, the business distributes this

information for marketing purposes (Mohamed, 2006).
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2. Macleod model

Raymond McLeod presented a model of the marketing information system
containing a mixture of input and output subsystems related to a database. Each

output’s subsystem provides information on its parts of the mix.

Figure (2.4) shows the product subsystem that includes information on the business’s
products. The location (distribution) subsystem provides information about the
business’s distribution network. The promotional subsystem provides information on
the business’s promotional activities and sales professionals. The price sub-system
assists the manager in pricing decisions. In addition, there is a fifth sub-system called
the integrated mix sub-system. They enable the manager to develop strategies that
are part of the mix (Al-Bakri, 2002).

McLeod indicated in his model that the design of the marketing information system
should satisfy what the managers need. McLeod indicated also that the analysis team

should interview a variety of marketing managers to find out the information they

need.
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Figure 2.4: Macleod model of the marketing information system
Source: (McLeod et al, 2000)
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2.7 Chapter’s Conclusion

The marketing information system is an organized and continuous procedure for
generating, analyzing, storing, and retrieving information. This information is used in
the marketing decision-making process. The advanced innovation in networks and
communication systems can play a significant role in the performance of MIS. That
is because; they can enable the transition to the electronic method and dealing with
the vast amount of information. That can prompt many researchers to stress the

necessity of using computer-based systems as part of MIS.

There are many ways to develop marketing information systems. Any business can
choose the way that suits its needs, philosophy, and resources. Businesses should
know that the development of the MIS is not only one-time development. The
development of the MIS is a continuous process, and it changes based on the changes

in the markets’ environments and conditions.
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3. MARKETING AND CUSTOMER ORIENTATION

This chapter discusses the theoretical framework of customer-orientation. It presents
first a brief introduction to the marketing and its relation with the customers. Then, it

discussed the customer-orientation’s concepts, dimensions, and developments.

3.1 Marketing

3.1.1 The concept of marketing

Marketing can be defined as the process of potential interesting customers in
businesses’ products or services. Marketing usually includes researching, selling,

promoting, and products or services distributing (Ong, 2012).

The Marketing can play a significant role in promoting the mission of any business.
The marketing goal is to help the business reaching out the customers, investors and
the community (Mohamed, 2006).

There are several requirements that can lead businesses to successful marketing
processes. For example, the business objectives that need to be achieved. Identifying
customers’ needs. Selecting the methods that help meeting the customers’ desires
and needs. Organizing the marketing methods for each category of customers

according to their desires (Berkowitz et al, 2000).

Marketing has many types or strategies. For example, the cause marketing or cause-
related marketing, which links company’s products to the social cause. The
relationship marketing, which focuses on customer satisfaction and making good
relationships with existing customers. The scarcity marketing, which based on
creating a perception of a shortage. That can encourage customers to purchase out of

fear because they feel that they may not be able to purchase later.

3.1.2 The marketing development

The marketing concept first appeared at General Electric Company. One of the

company’s annual reports introduced the idea of marketing at every stage of its work.
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This report had two essential points. First, it considers sales as just one element of

marketing, as marketing involves a broader range of activities.

Second, it changed the idea that the marketing is coming after production to coming
before products’ design (Peter & Donnely, 2007).

After the Second World War, customers became more knowledgeable, experienced,
and had better options. In addition, the continuous development of technology made

it possible to produce more and more (Various & McCarthy, 2006).

The customer becomes the center of businesses’ attention, especially businesses that
have shifted from looking to production and selling to success, growth, and survival.
The marketing definition changed to be the process that is responsible for satisfying

customer requirements (Al-Dewachi, 2000).

The paper by Kotler (2003) focused on including competitors to the marketing
concept. The paper mentioned that active businesses’ marketing should focus on the
external environment, which includes both customers and competitors. The definition
of the marketing become as achieving the goals of the business by providing what
satisfies the customer’s needs more than focusing on competitors. This definition
added the competition as an additional dimension of the marketing concept
(Lancaster et al, 1998).

3.2 The Customer Orientation

3.2.1 The marketing and customer orientation

Customer orientation is one of the businesses’ approaches that help focusing on
customers. Specifically, considering the customer needs and wants more valued than
the businesses’ needs. The marketing concept has significantly changed over time in
terms of tools, methods, and applications. These changes have led to more changes in
marketing functions that started focusing on customer satisfaction (Al-Dewachi,
2000).

Marketing functions now include marketing planning, marketing control, and
marketing information systems. The marketing functions, and then customer

orientation, can be affected by some factors (Al-Dewachi, 2000). These factors
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include suppliers, distributors, and competitors. In addition, there are some external

factors such as political, legislations, and socio-cultural environment.

One of the examples of the marketing changes is that many businesses provide
special offers and services customers. That indicates the importance of the customer

in the marketing process. Figure (3.1) shows the modern marketing process.

Figure (3.1) shows that customers are placed in the center of the process. That is, the
companies consider customers the starting point for marketing activity, surrounded
by the components of the marketing mix (product, price, distribution, and promotion

(Kotler et al, 2013).
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Figure 3.1: Customer is the center of the business environment.
Source: (Kotler et al, 2013).

3.2.2 The concept of customer value and the factors affecting determining its
dimensions

The customer is the party (individual or organization) that deals with the business
such as the buyers of business’s products (Lamb et al, 2004). When customers try to
purchase a specific product, they have many available options that provided from

different competitors.
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Before buying the product, they think about prices and the benefits that this product
expects to offer compared to alternative products. The price alone is not always

sufficient to make the purchase decisions.

Therefore, the customer value can be defined as the total benefits that customers

receive in return for their associated payments (Srinivasan & Madhav, 1996).

Based on that, businesses have to evaluate and balance the benefits and costs of their
products depending on the customer’s awareness. The selling price is an essential
component of the customer. It is the most comfortable comparable property, and the
critical point is that customers use to distinguish between the products. Most
customers know that the actual value of a product starts from the sale price but also

includes maintenance, parts replacement, warranties, and service (Lamb et al, 2004).

There are some problems or difficulties related to the subjectivity or objectivity of
customers’ value. That is because when they try to determine and measure value,
they include financial and psychological costs (Obrien& James, 2001). However, the
businesses can improve their offers to increase the customer’s value. The businesses
can reduce buyer’s non-cash product costs such as time, energy, and psychological
fees. In addition, they can reduce the costs of the cash for the buyer. For example, if

buyer pays cash, the price will be less (Berkowitz et al, 2000).

3.2.3 Analyzing the customer’s value and benefits

Customer orientation focuses on meeting customers’ needs and desires. It is the way
of achieving the goals of the business. Understanding the customer’s value and
benefits requires answering some questions. The first question is “What do
customers want from the business?” the second question is “What is the real value of
the business’s products and services to customers?” The answers to these questions
can be done based on analyzing the customer behavior and market dynamics (Cox &
Michael, 1999).

The customer satisfaction still measured and used by many businesses to make
decisions. However, businesses have begun to reveal that traditional customer
satisfaction does not provide a real understanding of customer behavior and market
dynamics. Therefore, most business started new ways of analyzing customer

behavior and market dynamics.
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The Customer value analysis has the following steps:

1.

Asking customers to describe the characteristics of the product and using the

questionnaire, telephone, and interviews to do so.

Evaluating the relative importance of the products properties, as customers are
asked to rank the products properties specified in the properties list from most to

least important.

Evaluating the management of the business and the business’s products
characteristics. The arrangement must meet the priority of the customer.

Asking the customers to rate the business’s product characteristics in comparison

to competitors’ product characteristics.

These steps can help the business to understand how customers perceive value on
a comparative basis. They also give the business the information needed to

improve their products based on the customers’ desires.

3.3 Complete Customer Services

The complete customer services are part of customer orientation process, in which

the businesses offer support to customers. Supporting customers is an important part

of the business marketing. The changes in markets conditions and environments have

led the marketing process to face many challenges. Therefore, businesses have to

provide services to the broad customers (Martin, 2006).

The complete customer services can be done in different forms as following
(Anderson& David, 2004).

1.

2.

Developing the process of shipping various products for every potential customer.

Some business started using robots. The robots perform most of the required tasks

and save more time. However, skilled workers complete the assembly process

such as finishing processes.

. The use of internet services can give customers an easy and affordable way to

know which products are on the market. Businesses can also obtain a large
amount of product information on web pages. They can receive orders from

anywhere in the world, and know what buyers want.
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4. The use of computer-oriented machines can allowed producing different styles.
Production lines can produce many forms of the products with the help of

computer designs and models.

5. The Improvements in distribution processes can reduce the costs of bringing
products to customers. They also can enable shippers to improve speed, accuracy,

type, path, and package shipping.

6. Assembling: Assembling the product parts for the customers is one way to provide
complete services. That is because; some customers do not know how to assemble

the product parts.

7. Modifying the products: Modifying the mechanical or electronic components of
the product to meet the customers’ needs. The manufacturer or the dealers may

make the modifications or rearrangements on the product.

8. Products customization: It includes changing the product according to what a
specific customer’s need. It includes changing measurements, sizes, and colors of

the products.

3.4 Customers’ Satisfaction, Loyalty, and Retention

Customers’ satisfaction is defined as the customers’ feeling that the products meet or
exceeded their expectations. It is the basic concept of customer orientation since
primary goal of most businesses is to satisfy their customer. Customers’ satisfaction
is one of the objectives that the businesses can achieve by increasing sales, earning

profits, and others.

Many evidences showed that the customers’ satisfaction could lead to the business’s

success and gaining loyalty (Srinivasan & Madhav, 1996).

The customer satisfaction usually depends on the perceived performance of the
products related to the customer’s expectations. If the product fails to perform within
a short period, the customer will be dissatisfied. However, if the products’
performance matched the customers’ expectations, the customers will be satisfied
(Al-Zaywani, 2004).
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3.4.1 Measuring the customer satisfaction

Customer satisfaction is one of the measures used by businesses to evaluate
performance and measure the non-financial outputs. Customer satisfaction reflects
customer perceptions of the business’s offerings. The businesses today operate under
a highly competitive and rapidly changing environment. Therefore, they started

focusing more on customer satisfaction, and how to measure it.

The happiness alone is not sufficient to measure the customers’ satisfaction with the
provided products. However, establishing the level of satisfaction can be expressed
using other aspects that can be measured, and analyzed (Al-Daiwahi, 2001). The
customer satisfaction level can be measured using through the following methods,
(Shafig, 2005):

1. The suggestions and complaints systems

These systems allow customers to submit their suggestions and complaints. They
can send them through free hotlines, e-mails and websites. These systems help the
business achieving fast and better communications with their customers (Holetzky
& Sherry, 2008). It is important to indicate that most customer complaints are
related to provided products and services. For example, they may be related to
lack of customer information and a lack of experience in operating the product.
They may be related to defects in the product and the product performance. The
business can use these complaints to fix any problems and provide better services.

2. Customers’ satisfaction surveys

Studies show that even when customers are dissatisfied with their purchases, less
than 5% of them present their complaints. Therefore, most businesses use direct
surveys to measure their customers’ satisfaction. They ask their customers many
questions about the provided products and services, and then estimate the level of

their customers’ satisfaction.
3. Hidden shopping method

In this method, the businesses use individuals who act as buyers and report to the
administration the strengths and weaknesses they notice through their experience.

They report all information about the businesses themselves and about their
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competitors. This method helps evaluating and adjust the sales operation to

achieve customers’’ satisfaction
4. Losing customers’ analysis

Most businesses contact their customers who have either stopped purchasing or
switched to another business. They usually asked them about the reasons why

they stopped purchasing.

The business collects and analyzes the answers of those customers. Then the business
takes actions to fix any problems in their operational system.

3.4.2 The concept and dimensions customers’ loyalty

Businesses strive to satisfy their customer’s desires. They consider the customers’

satisfaction as an indication of their business’ success.

However, this is not sufficient for new businesses. According to the theory of
customer orientation, achieving customer satisfaction is a crucial stage to gain

loyalty and retain it (Evans et al, 1997).

There is strong relationship between customer satisfaction and loyalty. Some
researchers consider customer satisfaction as the commitment to the business or to its
products. That is, the customers who are satisfied of a business’s products will
continue dealing with that business (Kroenke & Hatch, 1994).

It is important to indicate that the relationship between customer satisfaction and
loyalty is not proportional. Assuming that customer satisfaction has a scale of 5
degrees, where 5 is the highest level. The customers with the first level of
satisfaction tend to give up that business, and report negatively about them. The
customers in the second to fourth levels of satisfaction do not give up until they find
better offer. At the fifth level, the customer tends to repurchase, and report positive
words. In general, high satisfaction can create an emotional connection with the
business (Ong, 2012).

Although satisfaction does not guarantee loyalty, high satisfaction is an essential
component of the loyalty formula. In addition, it can be more important when there is
intense competition in the marketplace, and the customer has readily available

alternatives (Obrien & James, 2001). Figure (3.2) shows the loyalty components.
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Figure 3.2: Loyalty components
Source: (O’Brien, 1999).

In some cases, customer loyalty can be obtained by offering incentives to make the
customer happy and pushing them to buy again. These incentives are as following
(Martin, 2006):

» Provide a high quality product with the business’s guarantee.

» Buy One — Get — One free.

Provide a free trial period for products.

Replace the defective product or refund.

Offer gifts or a discount.

3.4.3 Customer retention

The satisfaction itself is not the final step to keep the customers. Hence, businesses
should measure success based on customers’ retention data instead of customer
satisfaction data (Lamb et al, 2004).

There is a direct relationship between the business’s orientation towards the customer
and customer retention. Moving towards the customers’ retaining can help businesses
achieving many competitive advantages. The competitive advantages achieved by
the business are shown in Figure (3.3). Figure (3.3) shows that the competitive
advantages are the benefits from increasing profitability, and the benefits from
generating growth. Despite the importance of winning new customers, keeping the

customer is vital factor for achieving competitive advantages (Adcock et al, 2001).

30



Increase profits byv:

* Lower cost of permanent
customer service

* Greater ability to sell at
higher prices

* Protecting the
organization from crisis

Customer Keep the

—

oriented customer
Increase returns by:
* Increase the positive
word towards the
organization
* One-time purchase
* New product innovation
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and customer retention.

Source: (Adcock et al, 2001)
3.5 Customer Relationship Management (CRM)

In general, the relationship with the customer means dealing with them in different
ways. That is because customers think about this relationship differently.

Customer relationship management is an approach that considers customers as the
soul of the business. Therefore, businesses must be willing to change their behavior

all the time towards the customers (Boone et al, 1998).

3.5.1 The concept of CRM and its relationship with marketing

The CRM has defined as the process of collecting information about customers.
Businesses can use the collected information to design marketing strategies. These
marketing strategies can be used to develop the relationships with customers. A

marketing strategy targets high customers’ satisfaction over time (Turban et al,
2017).

In general, The CRM is the process of managing detailed and accurate information
about customers to increase their loyalty. Recently, The CRM is considered as a
comprehensive process of building and maintaining profitable customers’

relationships. In other words, this process is based on the concepts of customer
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acquisition and retention. The main goals of CRM are to deliver key value to the

customers, and achieve customers’ satisfaction (Al-Zaywani, 2004).

It is known that competitive environment and a large number of goods and services
increased the options available to customers. As a result, achieving customers’
retention became more challenging. Many businesses now work hard on establishing

relationships with customers, and retain these relationships (Levitt, 1983).

The relationship between CRM and marketing can be seen through the marketing
relationship concept. In general, the principle of managing the relationship with the
customer is one of the principles of the administrative concept (marketing
relationship). The marketing relationship is an integrated effort to build and maintain
a business network with customers to achieve benefits for both sides Hughes (Martin
et al, 2000).

3.5.2 The relationship between CRM and information and communication

technologies

The interaction channels and communications technology helps businesses perform
efficiently in marketing relationships. For example, the use of internet can provide
fast, low-cost, and single-channel of communication between businesses and their

customers.

The information and communication technologies can provide the following primary
tasks (Strauss & Frost, 1999).

« Track purchase patterns and overall relationships of existing customers.

« Coordinate and integrate the shipment of multiple services to the same customer.
» Reducing the possibility of error and failure in service.

 Increasing the quality of the service provide value.

3.5.3 The process of CRM

Most businesses depend on past purchases’ behavior to predict future behavior. The

CRM process usually depends on three facts about the customers (Obaidat, 2004):

1. Customers who bought recently are closer to buy again versus customers who

have not purchased in a long time.
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2. Customers who frequently buy are more likely to buy again compared to

customers who have made one or two purchases.
3. Customers who spent heavily on their purchases are closer to buy again.

All the customers are classified according to these three facts. Therefore, the
customers who recently bought, more frequently buying, more spending money are
the top customers. However, customers who did not buy a while ago, the number of
their purchases is small, spent less money are the bottom of the list (Adams et al,
2006). The business needs to focus on the top customers in their CRM processes.
That is, businesses should focus on three important issues in their CRM process,
which are (bin Mahfodh et al, 2020):

« Understand the needs of customers and how can meet them.

» Obtaining information about the interaction between the customers and the

businesses.

« Obtaining information about the products that purchased by customers, and how
their purchases are perceived. It is vital to improve products and services since it

provide feedback information from customers.

3.6 Chapter’s Conclusion

The concept of marketing that emerged since the fifties of the twentieth century
faced significant changes. These changes were at the level of tools, methods, and
applications. These changes have prompted researchers to consider the concept of

customer orientation as an independent concept from the marketing.

The modern marketing systems mostly target customers’ satisfaction. They shifted
their strategies towards focusing on building good relationships with customers, and
customers’ retention. The advanced developments in the field of communication

technologies have had significant impact on CRM.

Some researchers consider managing the relationship with the customer as the

technical dimension of customer orientation.

Management must first create an information system to discover the real needs of
customers. Then use this information to provide products that satisfy them. Without

an information system, the business cannot be customer-oriented.

33



4. PRODUCT INNOVATION

4.1 The Concepts of Innovation

Innovation is one of the sources of businesses’ growth and sustainable development.
Innovations can provide essential and affordable solutions to economic and social
problems. That is because it can lead to more productivity, flexibility, and higher
living standards. Innovation can provide new products and services, new jobs, new

processes and methods.

In addition, it can provide new ways of thinking and living, new enterprises, new

sectors, new business models, and new social models (Najm, 2003).

The innovation is the method of production, organization, and marketing within the

business. It aims to affect positively and successfully the businesses’ performance.

It is important to indicate that innovation is different from creativity. Some
specialists define creativity as the way to find creative ideas. However, innovation is
the process of applying new ideas. Thus, creativity is associated with the original
idea, while innovation is the tangible part related to implementation or conversion
ideas to be products (Al-Qaryouti, 2000).

4.1.1 The innovation’s requirements

Businesses respond to the need for innovation in different ways, and with varying
degrees of interest. Some of them have adopted comprehensive policies for
innovation at the individual, group, and organizational levels. Some other businesses
have created organizational units for innovation such as research and development
department. Some businesses have training programs to improve the skills of
individuals or groups of innovative behavior and thinking. Businesses compete with
each other in the field of innovation to get competitive advantages (Al-Rahim et al,
2005).
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This intense competition has led to emergence businesses to more investment in the
innovations. That is one of the reasons for continually introducing new products that

are designed by the businesses (Al-Saad et al, 2001).
In general, the process of innovation depends on the following (Cleary et al, 1998):

1. Create an appropriate innovation environment that allows for differentiation

and independent thinking, and the presentation of new opinions and ideas.

2. Dealing with innovation as a continuous process, but not a one-time

implementation mechanism.

3. Adopting the principles of participation in innovations and proposals. That
should be in organized forms of joint actions that are directed towards

innovation.

4. Taking the advantages of creativity and innovation methods introduced by

others. Then, adapt them to meet the conditions of the business.

The requirements of innovation’s process are as following (Andrews& Gordon,
1970):

» Organizational and administrative requirements.

» Information requirements.

* Managing employee’s requirements.

+ Feasibility and evaluation of innovative Requirements

« Other requirements.
Figure (4.1) shows the requirements of innovation’s process and some details about
each one of the.
4.1.2 The forms of innovation

The three forms of innovation that are shown in figure (4.2) are listed as the
following (Solomon et al, 2003):

1. Continuous innovation

This form includes making a modification of the existing products to present them
as innovations. It can include also modulating the current effects that place a

distinctive mark on business’s competitors. Making small changes gives the
35



product a new position or allows the businesses to provide a unique perspective

development. Most innovative products are of this type.

Requirements for marketing innovation
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Figure 4.1: Requirements of marketing innovation.
Source: (Abu Jum, 2004)
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2. Dynamic continuous innovation

This form is characterized by making changes that are more complex. These

changes require more significant customer learning to accept them.
3. Discontinuous innovation

An ultimate innovation that appears first in the world. The customer has never
seen that innovation before. This innovation requires a greater degree of learning,
changes in customer behavior. In addition, it also requires advance thinking about
the benefits and costs of the new product (Evans et al, 1997).

4.2 Product Innovation

4.2.1 The concept of product innovation

The product innovative is defined as the process of providing what satisfying the
customers’ needs. It can be goods, services, ideas, and others(Dendera,2009). The
new product can be defined as the product that is offered for the first time. In other

words, the product that is completely new in the market (Abu Jum, 2004).

It is important to indicate that the concept of the new product may not always
coincide with the idea of the innovative product (Al-Qaryouti, 2000). It does not
always fall within innovation even it falls within the concept of the original product
(Harem, 2003).

4.2.2 The importance of product innovation

Product innovation is a critical challenge for businesses of all sizes and in all
industries. The product innovation is an important factor for any business to achieve
the fundamental strategic goals. Businesses that fail to develop new products can be
at high risk because of several reasons. For example, the customer needs and desires
are changing all the time, changing technology, and increasing internal and external
competition (Ong, 2012).

The product innovation has also a social dimension. The social dimension of product
innovation is the contribution to developing communities. For example, new
products can make people’s lives easier and happier. The businesses offer new

products to make our lives better and create more profits (Brown& Steve, 1996).
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In general, the businesses’ goals of introducing innovative product can be explained

as following (Brown& Steve, 1996):

» Meeting the changing customers’ needs and desires.

« Maintaining current levels of sales that may not be possible with current
products at the end of the product life cycle.

» Increasing profitability when the sales cannot increase, and prices cannot
increase without loss in selling.

» Meeting the competition requirements since intense competition leads to the

continued introduction of an innovative product.

4.2.3 The risks and benefits of product innovation

Most businesses are seeking to get more profits through their innovation, and their
successful products’ designs. However, there are real risks that these businesses may
face in the case of failure of the innovative product. Many studies in the literature
showed that businesses could have big losses because of the failure of their
innovations (McLeod, 2000).

The risk of developing a new product is usually associated with enormous losses
resulting from its failure. Statistics show that at least 50-70% of new products fail in
the first year (Levitt, 1983).

The product innovation that brings new product can put the innovative business in
the position of monopoly. Even that can happen for a short period, the innovative
business gets the advantage of the higher price and the monopolist’s profits. In
addition, the innovative business gets the advantage of reducing the unit costs (Al-
Qaryouti, 2000).

4.2.4 The factors of success and failure of the innovative product

1. The factors that can lead to failure of the innovative product are (Ong, 2012):

 Small market size, which leads to low sales and profits.

« High costs include the costs of research and development, manufacturing, and
marketing.

« Lack of capital.

* The lack of speed required for product development in the product life cycle.
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2. Many businesses make efforts to introduce innovative products and work for their
success in the market. However, some essential factors can lead to successful
innovative products. The following factors have identified as key to the success of
the innovative product (Cooper et al, 1986):

» Understand the customer needs.

« Make unremitting efforts when placing the new product in the market.
These efforts include selling, promoting, distributing. They also
include the compatibility between product technology, technical

resources, and skills available in the organization.

« Efficient utilizing to the business’s resources, marketing needs, and

marketing skills.

« Commitment and support from management.

4.3 The Stages of the Product Innovation Process

IN some case, the innovation occurs by chance. Products that are invented in this
way have achieved great success such as X-ray, Coca-Cola, and others. However,
businesses follow a systematic process in product innovation that consists of several
stages. Any idea that expected to introduce new product with less risk should be
applied. Implementing this idea can face many difficulties and challenges. However,
product developers should work hard to increases the likelihood of the innovative
product success (Jobber et al, 2003).

The stages of the product innovation process can be explained as following:

4.3.1 Generate ideas

Generate ideas is the first stage of product innovation process. The new ideas come
from different external and internal sources. These sources can be customers,
employees, distributors, sales personnel, consultants, competitors, and others
(Curtis& Graham, 1998). All new ideas about product innovation must take their
chances of hearing and evaluation. That is because they are the raw material from the
next products (Jobber et al, 2003).
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The most important sources of collecting product innovation ideas are shown in

figure( 4.3) and discussed as following:
a. Customers

The customer’s needs and desires are what most businesses want to satisfy.
Customers usually cannot tell the businesses about any products they wish to be
developed. Customers also do not have an idea about the technical characteristics

that the innovative product may contain.

However, customers can give reliable information about the performance of the

products they used, and the problems they faced when using them.
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Figure 4.3: Sources of product innovation ideas.

Source: (Kotler& Philip, 1997)
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There are several ways to collect innovative product ideas from customers. The most

important ones are:
» Acting like the customer

Businesses put members of the innovation team in positions where they could
solve significant customer problems. For example, living with customers,
noticing where to use the product, and asking them about the issues they face

when using product.
» Making direct interview with customers

The direct interview with customers can help better understanding their

opinions and observe the problems they face when using the products.

The direct interview with customers can help also understand the customers’
needs that do not meet yet. It can also help knowing the benefits provided to

them when using the products (Deepak et al, 2019).
 Using the survey

The marketing surveys and questionnaires send by businesses to customers to
collect data about their needs, desires. In addition, they used to collect data
about the problems that customers face when using the products.
Furthermore, they can be used to obtain any proposals or innovative ideas.

The surveys are essential source for obtaining creative product ideas.
* Meeting a group of the business’s customers

The business’s leaders and innovators can do meeting with customers to
discuss the characteristics of the next innovative product. That can help
obtaining ideas regarding the specifications and functions of the innovative
product (Ashill & Jobber, 2000).

 Using the customer complaints and suggestions system

Complaints and suggestions that are submitted to the business directly or by
e-mail are sources of new products ideas. These complaints and suggestions

can be analyzed to identify the needs and desires of customers.
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It is essential to maintain the confidentiality of ideas from the moment the business
receives them and in all subsequent stages. Businesses must deal with all information

related to product innovation as secrets that must prevent from others.
b. Research and development

Research and development team at any business is one of important sources of
innovative products’ ideas. The cost of research and development can be high, but

it can add businesses’ value and benefits (Peter et al, 2007).
c. Businesses’ employees

Businesses’ employees can provide product innovation ideas whether they come
up with them in a deliberate way or by accident. The business should encourage
their employees to offer innovative or unfamiliar ideas. The business should also
reward contributors for their new ideas (Ong, 2012).

d. Brokers and Suppliers

Brokers and suppliers have essential information about the products, brands, and

specifications offered by the businesses.

They know the customer’s needs and preferences. They know the reasons that
motivate customers to buy specific products. Therefore, brokers and suppliers can
be good source of innovative product ideas. They can transfer the information and
ideas that extracted to the businesses to produce innovative product (Perreault et
al, 2006).

e. Competitors

The competitors are considered as the primary source of innovative product ideas.
This is a systematic process of monitoring the competitors’ products and projects.
The information collected from this process can help finding new innovative
product ideas (Srinivasan & Madhav, 1996).

f. External consultants

The external consultants are another source that can provide the business new
product ideas. The consultants are marketing professionals who have long

experience or knowledge of marketing operations.
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2. Filtering the ideas

Filtering the ideas is the second stage of product innovation process. This stage
includes screening and identifying the best new ideas that have highly probability

of success.

The filtering can be done by removing the ideas that cannot be applied. It can be
done by removing the ideas that do not have a strong possibility of success, and
giving a chance to ideas that can success through studying or testing. It can also
be done by removing ideas that are outside of interest the business does not have

the resources and technology to apply them (Jobber et al, 2003).
3. Economic analysis

The economic analysis is the third stage of the product innovation process. The
economic analysis is an evaluation of the expected profitability of the product,
and its suitability in the market. That is, if the new product is appropriate, the
demand should be strong enough to justify entering the market (Harrell & Gilbert,
2010). The financial analysis is an important part of the economic analysis. It
includes calculating the prices of the new products, and testing their impact on
sales and profits (Fletcher& Keith, 1990).

4. Designing and implementing

The fourth stage of product innovation is the planning and implementing. The
important factor of products’ success is their design. The good designed product
can attract more customers’ attention. The innovated products must be compatible

with the new technology to be easier for use (Anderson & David, 2004).
5. The market test

The fifth stage of product innovation is the market test. After manufacturing the
product, many businesses choose specific market to test their new product. The
goal of this test is to observe the extent to which customers buy them (Bove’s et
al, 1995). Therefore, market testing can be defined as an introduction of the new
products to analyze the potential customers’ reactions at specific markets
(Srinivasan &Madhav, 1996).

The market testing process requires identifying when and where to take the test. It

requires determining the test period, what information needed from the test, and
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analyzing the test’s results. The market testing process is useful for businesses
since it can significantly reduce losses and costs. It can also help indicating the
ability that the business will continue providing its innovative products (Adams et
al, 2006).

6. The trading

The final stage in the product innovation process is trading. When the innovative
product is born, it can be available for customers to purchase. Then, the external
competitive environment will be the determining factor for its future (Brown &
Steve, 1996).

4.4 Chapter Conclusion

Product innovation is an important part of businesses success. Providing innovative
products can help businesses obtain high customers’ satisfaction. That is because
innovative products can satisfy the customers’ needs and desires. Products innovative
process has many ideas’ sources and many stages. Recently, product innovative

process is a key factor of market competition.

The marketing information system can play a vital role in the product innovation
process. That is because MIS can help collecting data and information that supports

the decisions of the specialized managers in all stages of that process.

For example, at the stage of generating ideas, the MIS can collect data and
information about candidate ideas for innovative products. It can also organize them

according to their sources and analyzes them to get the required results.
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5. THE METHODOLOGY AND ANALYSIS

This chapter presents all empirical work including conceptual model, sample of the

research, collecting data, statistical analyses, and the empirical results.

5.1 Conceptual Model

The main goal of the research is to measure effect of MIS on customer orientation
and product innovation. Also, another goal is to analyze the mediation role of
product innovation in relationship MIS and customer orientation. The conceptual
model represents the main dimensions of the study. It also represents the nature of
the relationships between these dimensions. The model consists of three main
dimensions. The first dimension is the customer orientation, which is the dependent
variable. The second dimension is the MIS, which is the independent variable. The
third dimension is the product innovation, which is the intermediate variable. The

conceptual model is shown in figure (5.1).

/ Product innovation \

Marketing information
system »

N ./

Figure 5.1: The conceptual model.

Customer orientation

5.2 The Sample of the Study

This study focused on the manufacturing companies that apply MIS in Mosul, Iraqg.

The manufacturing companies are 100 companies in that region. However, there are
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three companies meet the conditions of having MIS. According to the purpose of the
study, data were collected from departments of marketing, planning, research and
development, information technology (IT). As a result of interviews with companies,
it was determined that there are 130 employees in these departments.

The questionnaire sheets were sent to the three companies. Only 110 returns were
received, and 10 of them were ignored because they were not filled completely. The
100 returns were only from one of the three companies which is The State Company
for Ready-Made Wear The other two companies did not response because these
companies have stopped working in MIS practices for a long time. Stopped working
in MIS is due to different internal and external factors. The State Company for
Ready-Made Wear in Mosul, Iraq is one of the large Iragi manufacturing businesses.
It has many facilities in different locations. It is known for its successful performance
since it provides most of the customers’ needs in its market. The apparel industry has
strong direct connection with the customers. That can help testing the relation

between the study dimensions (Al Samman, 2014).

The sample size was calculated based on Slovin’s formula, [92]. The sample size was

calculated as following:

NS N (LHENED) e, (5.1)
n: the sample size

N: the sample population = 130

e: the confident level which is 95% (the error is 5%)

n =130/ (1+ (130*0.0025))

n=130/1.325=98

The study has 100 sample returns, which meets the limit of sample size. Therefore,

100 sample sizes were used.

5.3 Research Methodology

The goal of this study is to investigate the performance of the MIS in a sample of
Iragi businesses. The study contributes to the literature by provides empirical

analysis about the performance of MIS in a sample of Iragi businesses.

The study used the questionnaire method to collect data (Tellis, 1997). The

questionnaire was used because it can provide cheap, quick and efficient large
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amounts of information. In addition, it also allows getting large sample (Patten,
2016).

The study limitation is the difficulties of collecting data since most companies in Iraq
do not have MIS systems.

The study methodology has the following steps:

5.3.1 Collecting data

The method that used to collect data was the questionnaire. The questionnaire has
four parts. The first part is the demographic information of the respondents. The
second part is related to customer-orientation, which has twelve items. The third part
is related to product innovation, which has seven items. The last part is related to

marketing information system, which has three items.

The study conducted by Alsuwaidi (2010) was used to form the questionnaire. The
questionnaire consists of (22) main items as shown in appendix (A-1). The part of
demographic information of respondents includes their name, age, gender, education
level, and others (Alsuwaidi, 2010). Table (5.1) shows the numbers of items in the
questionnaire that are related to each study dimension.

Alsuwaidi (2010) created a synthesis scale for marketing information systems,
customer orientation, and product innovation through the papers by Goetsch & Davis
(1997), Sheth, Mittal, & Newman (1999), Boone & Kurtz (1998), Harmon (2003),
and Kotler (2003), (Lamb et al, 2004).

Five departments were selected as the target when collecting data. These departments
are the planning department, the marketing department, the production department,
and the design department. These were selected because of their strong relationship
with the study variables.

The questionnaire sheets were printed on paper and gave directly by hand (face-to-
face) to each responder. Three days were given to each responder to fill the
questionnaire. During these three days, the researcher was talking to the responders
to explain any understandable questions. Then, the information from the

questionnaire was formed in Excel sheet to be ready for analyzing.
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Table 5.1: The study dimensions, and the number of items for each dimension.

The sequence
. . Number of of items in
Dimensions . The sources
guestions the

guestionnaire

Customer (Alsuwaidi,2010)
orientation 12 Ql-Ql2

Product

innovation 7 Q13- Q19 (Alsuwaidi,2010)

Marketing
information 3 Q20-Q22 (Alsuwaidi,2010)
system

5.3.2 Data explanation

Before analyzing the data that collected via questionnaire, it is important to starts
with explaining the characteristics of participants. Then, explaining the descriptive
analysis of all questionnaire items. The characteristics of participants are shown in
table (5.2).

Table 5.2: The characteristics of questionnaire’s participants

Work place Marketing Planning Dept.  Production Dept. Design
Dept. Dept.

Male 13 11 22 19

Female 12 14 3 6

Age 28 - 44 40 - 55 35-58 27 - 36

Education BA BA &Master High school & BA BA

Experiences (years) 8-15 13- 18 10-20 2-16

Table (5.2) shows the numbers of males and females who response to the
questionnaire and their work location. The table shows the average ages of the
participants in the questionnaire. The table shows the education levels and years of

experiences of the participants.

Table (5.3) and (5.4) show the descriptive statistics of the data that are collected from

the questionnaire. The tables show the mean and the standard deviation, and
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Skewness. The questionnaire items from X1 to X22 are constructed to collected data

about the study dimensions.

5.3.3 Data analysis

Before starting the data analysis, some important statistical tests were applied on the
data. The data were examined for normality analysis with the coefficients of
skewness and kurtosis. The coefficient of skewness is less than (= 3), and the
coefficient of kurtosis is less than (+ 10) indicates that the normal distribution

assumption is met, (Kline, 2011).

To examine the outliers that make multivariate normal distribution difficult, Cook
distance values were calculated. Cook distance values greater than (1) indicate that
there are outliers (Stevens, 2002). The results of these tests are shown in tables (5.3)
and (5.4). The results show that the Skewness values of items range between (1 and
3). That indicates that the data has normal distribution. The results show that there

are no outliers in the data set. Accordingly, all items were normal.

After the normality analysis, reliability or internal consistency and validity analysis
of the scales were performed via Cronbach Alpha (or coefficient alpha). If the alpha
coefficient takes values close to (1), the reliability due to internal consistency is at a
high level. If the alpha coefficient takes values between (0.60-0.80), that shows that
the scale is reliable. If alpha coefficients was between (0.81-1.00), it means that the
scale is highly reliable (Ozdamar, 2004).

The results of data reliability are shown in Table (5.5). The results in table (5.5)
indicate that the coefficient alpha is (0.91) for orientation towards the customer. The
coefficient alpha is (0.87) for product innovation. The coefficient alpha is 0.80 for
marketing information system. The overall coefficient alpha is (0.92). These results

indicate that that the scales are highly reliable.
The following analyzes were respectively applied to the data:

1- Exploratory factor analysis was applied to examine the factor structure.
Exploratory factor analysis is a statistical technique that is used to reduce data
to a smaller set of summary variables. In addition, it is used to explore the

underlying theoretical structure of the phenomena (Kline, 2011).
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Table 5.3: Descriptive statistics

. . . Standard Skewness
Questions Dimension Reference N Mean Deviation statistic | Std.Error
X1 Customer The preference of customer value elements in demand over
Orientation to-wear:1. cloth2. Fashion3.Price4. Promotion
5. Distribution
1 Goetsch and 100 1.810 0.693 -0.46 0.19
2 Davis,(1997) 100 2550 0431 1.05 0.19
3 100 2.250 0.583 -0.75 0.19
4 100 2250 0.073 0.05 0.19
5 100 2220 0.317 0.20 0.19
X2 The company offers products that are comparable to its
competitors with:1. High-quality fabric2. High price3.
Modern Model (Fashion) 4. Good promotion5. Wide
Goetsch and distribution coverage
1 Davis(1997) 100 2110 0.221 0.91 0.19
2 100 2.100  0.629 -0.72 0.19
3 100 1990 0.771 -0.20 0.19
4 100 1.650 0.399 0.52 0.19
5 100 1.720 0.903 -0.65 0.19
X3 When customers feel dissatisfied with their products, the
company takes corrective action
Sheth and 100 . 1.78(? 0.317 . -141 . 0.19
X5 Mittal The company directs its product_lt_)r_l according to the
(1999) customer's needs and technical capabilities
100 1.850 0.039 -0.42 0.19
X6 Management directs excellent customer care
100 2.180 0.189 -0.15 0.19
X4 The company offers a variety of products
100 1.880 0.526 0.54 0.19
X7 Goetsch and The company develops different marketing offers for
Davis(1997) multiple divisions or classes
100 1970 0.465 -0.18 0.19
X8 (Boone and Design officials meet directly with customers
Kurtz (1998) 109 1390 0730 040  0.19
X9 The goal of the company is to establish continuous
Sheth and relationships and contacts with customers
Mittal 100 1.850 0.963 -0.24 0.19
X10 (1999)’ The company seeks to contact customers (contracts) whose
purchases have decreased and to find out the reasons
100 1.840 0.970 -0.25 0.19
X11 The company contacts essential customers who have stopped
dealing with the company to find out the reasons
Booneand 100 1.760  0.258 0.44 0.19
X12 Kurtz (1998) The company gives incentives (discount or gifts) to more

dealing customers
100 1.920 0.018 -0.35 0.19

Note: items from X1 to X12 are related to customer orientation. The highest average is 2.55 in X1 and
the lowest average is 1.39 in X8. The highest Skewness values are 1.05 in X1, and -0.72 in X2. The
highest Standard deviation value is 0.970 in X10, and 0.018 in X12.
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Table 5.4: Continue of descriptive statistic.

Questions Dimension Reference

Standard Skewness

N Mean  peviation Statistic |Std.Error

x13 Product Product innovation is everyone's responsibility in the company
innovation 100 1.920 0.018 -0.98 0.19
The overall atmosphere in the company encourages innovation
X14 and renewal
100 1.780 0.535 -1.18 0.19
The company encourages customers to offer product innovation
X15 ideas
100 1.700 0.535 1.10 0.19
The company encourages working individuals to provide
X16 Harmon, product innovation ideas
(2003) 100 1.680 0.503 1.06 0.19
The company monitors the innovations of competitors that
X17 brought to the market
100 1.990 0.658 1.09 0.19
The company informs about the latest technologies provided by
X18 suppliers in the field of product innovation
100 1.870 0.623 -1.00 0.19
The internet helps the department work towards product
X19 innovation
100 2.020 0.726 -0.82 0.19
X20 Marketing When making important decisions, | need information that the
information company does not provide to me regarding:1. The need and
system desires of customers for the specifications of the required
products2. Promote company3. Characteristics and models of
competing products4. Methods of distribution of competitors
and their agents5. Promotion of competitors (efficiency and
effectiveness)6. Competitive product prices7. Market conditions
1 100 1.920 0.505 -0.57 0.19
2 100 2.080 0.733 0.02 0.19
3 100 2.250 0.434 -0.46 0.19
4 100 1.830 0.503 -1.05 0.19
5 Kotler, 100 2.330 0.733 0.75 0.19
6 (2003) 100 2.330 0.503 -0.05 0.19
7 100 2.250 0.154 0.20 0.19
There are magazines/catalogs/brochures about my work that 1
X21 would like to have
100 2.650 0.171 1.14 0.19
The company has an information system (computer, records,
X992 documents, reports) through which the required information can
be obtained:1. Timely2. Comprehensively
3. Correctly and accurately
1 100 2.330 0.503 0.72 0.19
2 100 2.250 0.154 -0.20 0.19
3 100 1.520 0.328 0.52 0.19

Note: items from X13 to X19 are related to product innovation. The highest average was
2.02 in X19 and the lowest average was 1.68 in X16. Items from X20 to X22 are related to
MIS. The highest average was 2.65 in X21 and the lowest average was 1.52 in X22. The
highest Skewness values are 1.14 in X21, and -1.18 in X14. The highest Standard deviation
values are 0.726 in X19, and 0.018 in X13.
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Table 5.5: The results of Cronbach alpha test.

Dimension Number of items Cronbach Alpha
Orientation towards the customer 11 0.91
Product innovation 6 0.87
Marketing information system 3 0.80
Total 20 0.92

The extracted factors will be used to do the regression analysis that tests the study
hypothesis. Pearson correlation coefficients were calculated to determine the
relationships between scale factors

2- Regression analysis is used to test the hypotheses. It is important to indicate that
for the product innovation to have a mediation role, three conditions required to
be applied based on Baron & Kenny (1986).

The first condition is that the independent variable (MIS) should have a
significant effect on the mediator variable (product innovation). The second
condition is that the independent variable (MIS) should have a significant effect
on the dependent variable (customer orientation). In addition, the effect of the
independent variable (MIS) on the dependent variable (customer orientation)
should decrease. The third condition is that the mediator variable (product
innovation) should have a significant effect on the dependent variable (customer
orientation) (Baron & Kenny, 1986). Analyzes were performed using SPSS 25.0

statistics package program.

5.4 The Empirical Results

5.4.1 Factor analysis

Before doing the factor analysis, it is important to investigate whether the sample
size is sufficient, and whether the data are suitable for factor analysis (Hair et
al,2014).

Kaiser-Meyer-Olkin (KMO) coefficient was calculated, and the Bartlett Sphericity
test was applied. The results showed that the KMO= 0.88, and the Barlett Sphericity
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(32 (190)) = 1165.10, p<0.001). These results indicate that the sample size is

sufficient, and the scale data is suitable for factor analysis.

The results in table (5.6) show the correlation between the items that are related to
customer orientation (X1 to X12). The results in table (5.6) show that the

relationships between the items were found to be statistically significant (p<0.01).

The results in table (5.6) show that the minimum correlation coefficients is (r=0.264),
and the maximum is (r=0.686). Therefore, all the items of the first dimension
correspond internally. The total score of the axis confirms the internal correlation of

the items of the first dimension.

Table 5.6: Correlation between the items of orientation towards the customer.

Itl It2 1t3 1t4 It5 1t6 It7 1t8 1t9 It11  1t12

It1 1
2 05217 1

o

It3 0.438" 0.293" 1
It4 0548™ 0.4107 0.358" 1
It5 0506~ 05547 0.2647 0.487" 1

o .

It6  0.442"° 0.624™ 0.384" 0.487" 0.663" 1

o o

It7 0.474™ 0.483™ 0.444™ 04877 0.6217 07477 1

It8 0.3517 0.412"° 0.338" 0.309™ 0.449™ 0367~ 0.449" 1
It9 0.419™ 05907 0.3507 0.524™ 0.613"™ 0.656 0.699" 0.562" 1

*

It11 0.598™ 0.378™ 0.499™ 0.4307 0.382" 0.382"" 0.536" 0.533" 0.544~ 1

[t12 0.526" 0.582"" 0.439™ 0.527" 0.505~ 0.648™ 0.648™ 0.466~ 0.686~ 0561~ 1

“p<0,01

The results of table (5.7) show the relationships between the items that are related to
product innovation (X13 to X19). The results were found to be statistically
significant (p<0.01).

The results of table (5.7) show that the minimum correlation coefficients is (r=0.378)
and the maximum is (r=0.731). Accordingly, all the items of the second dimension
are internally consistent with the overall degree of the second axis. That proves the

validity of the internal Correlation of the sections of the second dimension.
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Table 5.7: Correlation between the items of product innovation.

1t13 It15 1t16 1t17 1t18 1t19
1t13 1

It15 0.559™ 1

It16 0.4327  0.500™ 1

I1t17 0.553”  0.594™  0.609" 1

1t18 0.640° 05937 05157  0.7317 1

It19 0.3787  0.3847 04777 05587 04187 1

“p<0,01

The results of the table (5.8) show the relationships between the items that are related
to MIS (X20 to X22). The results were found to be statistically significant (p<0.01).
The minimum correlation coefficients is (r=0.521) and the maximum is (r=0.605).
Accordingly, all the items of the third dimension are internally Correlation with the
overall degree of the third axis. That proves the validity of the internal Correlation of

the third dimension items.

Table 5.8: Correlation between the items of marketing information system.

1t20 1t21 1t22
1t20 1

1t21 0.605 1

1t22 0.521" 0.598™ 1

“p<0,01

In general, the results of the internal consistency in the previous tables indicate that
the questionnaire tool has a high degree of reliability. In addition, its internal

correlation is high too, which indicates that the data are suitable for factor analysis.

Principal component and Varimax vertical rotation methods were applied. Since the
measurement tool was designed with three factors, the analysis was done by forcing
the scale items into three factors. The factor load was taken as (0.5). According to the
study conducted by Hair, et al (2014), the items with a factor load of (0.50) and
higher can contribute significantly to the variance (Hair, 2014).

Factor loadings for all items were placed between (0.50 and 0.84). That is, there is no
item with a factor load value below (0.50). However, two items (item 10 and item
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14) have high factor’s loadings in more than one factor. The analysis was repeated by
removing these items. Table (5.9) shows the factors, factor loads, and eigenvalues. In

addition, it shows the explained variance rates obtained from factor analysis.

Table 5.9: Factor analysis results.

Items 1 Comgonent 3 Eigenvalues % of Variance
It9 0,84
It7 0,77
It12 0,75
It5 0,74
It6 0,74
It2 0,74 8,50 42,48
It8 0,63
It11 0,60
It4 0,59
It1 0,54
It3 0,50
1t18 0,82
1t17 0,80
It16 0,73
It15 0,72 186 %32
1t13 0,69
1t19 0,58
It22 0,81
It21 0,80 1,76 8,78
1t20 0,73

The result of the factor analysis showed that the scale consists of three factors. These
factors represent customer orientation, product innovation, and marketing

information system, respectively.

The factor loads of the items took values between (0.50 and 0.84). The three-factor

measurements explain (60.58%) of the total variance.

Table (5.10) shows the coefficients of relationships between the factors.
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The table shows that there is a positive and significant relationship between customer
orientation scores and product innovation scores (r=0.610, p<0.01). In addition, there
IS a positive and significant relationship between orientation towards the customer

scores and marketing information system scores (r=0.420, p<0.01).

Table (5.10) shows that there is a positive and significant relationship between
product innovation scores and marketing information system scores (r=0.386,
p<0.01). The results in table (5.10) indicate that there was a moderate relationship
between the factors. In addition, they indicate that the internal consistency of the

scales were sufficient.

Table 5.10: The coefficients of relationships between the factors.

Factor M  SD 1. 2. 3.
1. Customer Orientation 1,34 041 1
2. Product innovation 1,62 062 06107 1
3. Marketing information system 2,30 0,69 0.4207 038 1

“p<0.01
5.4.2 Regression analysis

Using the regression analysis, this part empirically tests the study hypotheses. As
indicated before, the study model shows that the marketing information system is the
independent variable. It shows that the product innovation is the intermediary
variable, and the customer orientation is the dependent variable. The method
introduced by Baron and Kenny (1986) was used to test the mediation effect. In
addition, the Sobel test is used to determine whether the resulting indirect effect is

statistically significant.

The results of regression analysis are shown in the table (5.11). The results show that
in the model (1), the results show that (R=0.39, R2=0.15, F1, 0.33=17.16, p<0.05).
The results show that the marketing information system effects the product

innovation positively and significantly (B = 0.35; p <0.01).

As the marketing information system increased, product innovation also increased.

According to this result, the H1 hypothesis was accepted.
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Table 5.11: The results of regression analysis

B

SE

t

LLCI

ULCI

H1

H2

H3

H4

Model 1

Marketing

information system
Model 2

Marketing

information system
Model 3

Marketing

information system

Product innovation

Total effect

Marketing

information system
Direct effect

Marketing

information system
Indirect effect

Marketing

information system

—>

—>

—>

—>

—>

Product innovation

Customer Orientation

Customer Orientation

Customer Orientation

Customer Orientation

Customer Orientation

--->  Customer Orientation

0,35

0,25

0,13

0,35

0,25

0,13

0,12

0,08

0,05

0,05

0,06

0,05

0,05

0,04

4,14

4,58

2,58

6,24

4,58

2,58

0,00

0,00

0,01

0,00

0,00

0,01

0,18

0,14

0,03

0,24

0,14

0,03

0,06

0,52

0,36

0,23

0,46

0,36

0,23

0,20

Sobel (Z=3,80; p=0,0001); LLCI= Lower limit of Confidence interval, ULCI= Upper limit of
Confidence interval.

In Model (2), the results show that (R=0.42, R2=0.18, F1, 0.14=21.05, p<0.01). The

results show that the marketing information system positively and significantly

effects the customer orientation (B = 0.25; p <0.05). As the marketing information

system increased, customer orientation also increased. According to the result, the

H2 hypothesis was accepted.

In Model (3), the results show that (R=0.64, R?*=0.41, F2 010=34.08, p<0.01). The

results show that the marketing information system can positively and significantly

effects customer orientation (B = 0.13; p <0.05).
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In addition, the product innovation can positively and significantly effects customer
orientation (B = 0.35; p <0.05).

As marketing information system and product innovation increased, customer

orientation also increased. According to that, the H3 hypothesis was accepted.

When product innovation (the mediator variable of the research) was included in the
regression analysis, the direct effect of the MIS on customer orientation decreased (B
= 0.13; p <0.05). In addition, the indirect effect of the MIS on customer orientation
was found to be significant (B = 0.12; Z = 3.80; p <0.05). The results obtained
showed that the product innovation variable has a partial mediator role in the
relationship between marketing information system and customer orientation.

Accordingly, the H4 hypothesis was accepted.
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6. CONCLUSION

The fast changes that happened in the entire world including markets conditions and
production technologies have increased the global competition. The new age of
knowledge, information and communication technology have led businesses to grow
up. It also has led them to make many developments in their operation systems. More
specifically, it enforces businesses to focus more on improving their operation

systems and their products based on customers’ needs and desires.

Based on that, the marketing information system has become one of the main factors
of businesses’ sustainable success. That is because the marketing information system
has become one of the essential factors of developing business performance. More
specifically, developing marketing information system can lead to high customers’
satisfaction.

The businesses today pay more attention to achieve customers’ satisfaction. That is
because customers now become the crucial factor of marketing activities. Therefore,
it is important to develop their marketing information system, customer orientation,

and product innovation.

This study was applied on a sample of Iragi businesses. The study focuses on the
Iragi businesses because the Iragi economy was closed for more than 20 years. That
created many problems related to adopting new technologies especially the use of
MIS.

In addition, after 2003, Iraq has become more economically open towards the entire
world. That put Iragi businesses under high pressure and led them to respond to these
new changes. However, there is no evidence that can indicate whether Iraqi
businesses have developed their MIS.

The goal of the study is to investigate the performance of MIS in a sample of Iraqgi
businesses. The study tests also whether these businesses have applied customer

orientation and product innovation. In addition, the study statistically tests the
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relationship between MIS, customer orientation and product innovation of this

company.

The data of the study were collected using the questionnaire. Statistical tests were
done to ensure that the collected data are reliable and stable, and normally
distributed. The correlation tests were used to test the relationships between the

variable.

Factor analysis technique was used to identify the study dimensions. Finally, the
regression analysis was used to test the study hypotheses.

The results of the study showed that the collected data are reliable, stable, and
normally distributed based on skewness and kurtosis coefficients. The results showed
that based on Kaiser-Meyer-Olkin (KMO) coefficient, and the Bartlett Sphericity
test, the sample size was sufficient, and the scale data were suitable for factor

analysis.

Principal component and Varimax vertical rotation methods were applied. Since the
measurement tool was designed with three factors, the analysis was carried out by
forcing the scale items into three factors. These factors are customer orientation,
product innovation, and marketing information system, respectively. The results

showed that the three-factor measurement tool explains 60.58% of the total variance.

The regression analysis was used to test the study hypotheses. The results of the
study show that MIS can positively and significantly impact the product innovation,
and the customer orientation. These results are in line with the findings of the studies
conducted by Nedeva (2004), Ashill & Jobber (2000), and Sadiq (2008).

The results show that the MIS and product innovation together can positively and
significantly affect the customer orientation. In addition, the results show that the
product innovation can have a mediation role in the relationship between MIS and
the customer orientation. Following Baron and Kenny (1986), and Sobel test, the
results show that product innovation has partial mediator role in the relationship

between MIS and customer orientation.

All of these results are in line the literature. Therefore, the MIS is still performing,
but its performance is not enough to achieve its goals. In other words, the MIS can

positively effect product innovation by 0.35 and customer orientation by 0.25.
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However, even the impact of MIS on other dimensions is significant; it is still small
in magnitude. That is because the companies in the sample are a public company,

which indicate that they may have some limitations.

In other words, the companies are not independent in terms of decision making and

getting financial resources. That can negatively affect the performance of MIS.

In addition, Iragi economy still has many problems such as politics and safety, which

can put more restrictions on making development in any Iragi business.

The contribution of this study is it analyzes the performance of MIS of companies
that operate under unstable environment (lraqi economy). That can lead the
expectation about the results to be not in line with the literature. However, the study

results showed that the MIS perform normally with some limitations.
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APPENDICES

Appendix A: The questionnaire form

Form A.1: The questionnaire form

Subject / questionnaire form

Peace, mercy and blessings of God

The form in your hand is part of the requirements for the MBA thesis tagged “THE
Mediating Role Of Product Innovation On The Relationship Between Marketing
Information System And Customer Orientation " a study on a sample of Iraqi
businesses that are located in Mosul, Iraq

Your preference for accurate answers to the questions in a realistic manner will thank
you for your cooperation with the researcher

Notes:

The researcher hopes that your honorable person will read the phrases carefully first,
and then answer by marking the box that represents your perception within the
answer scale.

Please answer the questions accurately and realistically to reach accurate results that
enhance the research objectives. Contribute to obtaining accurate results

Researcher
Master student
Osamah Sohaib Muhammad Sabri Al-Wattar
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First - General Statements

1. Job Data

Office Name:

Name of the business:

Career Title:

Years of Work Experience in the Company: () Years

2. Personal Data

Gender Male () Female ()

Age: () Years Old

Academic achievement: Ph.D. () MA or higher diploma ()
Bachelor Degree () Technical Diploma ()
Prep () without prep ()

Second - Customer Orientation

Q1 / The preference of customer value elements in demand over ready-to-wear:

Terms Agreed neutral I do not agree

1- cloth

2- Fashion
3- Price

4- Promotion

5- Distribution

Q2 / The Company offers products to its customers that compared to its competitors
with:

Terms Agreed neutral | do not agree

1. High-quality canvas
2. High price

3. Modern model
4.good promotion

5.wide distribution
coverage

Q3 / When the company feels that customers are not satisfied with its products; it
takes corrective action:

[ Fast ()

1 Average ()

[1 Slow ()

Q4 / The company offers a variety of products:
(1 Wide ()

[ Somewhat ()

(1 Limited Variety ()

Q5 / The company directs its production:

[1 According to the Needs of Customers ()

[ Somewhat ()

) According to Technical Capabilities ()
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Questions Terms Agreed neutral |do not agree

Q6 Management directives require great
customer attention

Q7 The company develops different
marketing offers for multiple divisions
or categories

Q8 Design officials meet directly with
customers
Q9 The goal of the company is to

establish relationships and contacts of
continuous nature with customers

Q10 The company seeks to contact
customers (contracts) whose
purchases have declined and know the
reasons

Q11 / The Company Calls Important Customers Who Stopped Dealing with The
Company to Find Out the Reasons:

1 Regularly ()

[J Calls Sometimes ()

1 Do Not Call ()

Q12 / The company gives incentives (discount or gifts) to the most dealing
customers:

[J Regularly ()

[ Sometimes Granted ()

[1No Incentives ()

Three - Product Innovation

Questions Terms Agreed  neutral I do not
agree

Q13 Product innovation is everyone's
responsibility in the company

Q14 The company's general climate encourages
innovation and renewal

Q15 The company encourages customers to
submit product innovation ideas

Q16 The company encourages working people to
submit product innovation ideas

Q17 The company monitors the innovations of
competitors put on the market

Q18 The company is acquainted with the modern
technologies provided by the suppliers in the
field of product innovation
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Q19

towards product innovation

The internet helps the department work

Four - Marketing Information System:

Questions Terms

Agreed

neutral

| do not agree

Q20 When making important (non-

5.

6.

7

routine) decisions, i need information
that the company does not provide me
with:
The needs and desires of the customers about the
specifications of the products required by the
company

Promotion of the company

Characteristics and models of competing
products

Methods of distribution among competitors and
their agents

Promotion among competitors (efficiency and
effectiveness)

Prices of competing products
Market conditions

Other (please list them if applicable):
Q21 There are

magazines/catalogs/brochures of my
job that i would like to have

Q22 The company has an information

1.
2.

3.

system (computer, records,
documents, reports) to obtain the
required information:

In time
Comprehensively

Correctly and accurately
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