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ABSTRACT 
 

Purpose: In this work it is intended to analyse how the discipline of innovative marketing 

plays a role in small-to medium-sized enterprises. 

Design/methodology/approach: Data from a survey conducted with restaurants and 

cafes as well as customers of these establishments. Data was analysed through the statistical 

methods of Principal Component Analysis (PCA), and using the Varimax rotation method. 

Findings: The results of this work suggest that a key concept regarding innovation at the 

organizational level is newness. This concept, which is related to the radicalness degree, 

provides to innovation with a valid requirement to sustenance an undimensional construct. 

Originality/value: This paper focuses on a review of the literature regarding relevant 

topics to marketing innovation and testing them in the restaurants and cafes market in Egypt. A 

comparative view between customers and organizations is presented. 
 

Keywords: Small to Medium-Sized Enterprises, Marketing Innovation, Food and Beverage 

Services. 
 

INTRODUCTION 
 

In spite of the decreases in tourism, the Egyptian foodservice sector has been growing 

over the past five years (GAIN, 2017). The growth is driven by social and technological shifts, as 

well as changes in consumer behaviour. Egyptians are spending more time outside of the home 

and a larger percentage of women are joining the workforce. The main viable advantage of 

popular foodservice companies is the cost and prices reduction, which is aimed to hold down the 

customers’ expectations. 

Other authors had previously noted the overwhelm empathy that some companies shown 

for technological advance, leading to a lack of competitive advantages in the field of marketing 

innovation (Ren et al., 2010). These authors consider marketing innovation as a proper method to 

acquire sustainable and competitive advantage. 

Other authors state that small and medium sized companies can stand out from the big 

ones applying the concepts of marketing innovation, which consists on continuous and 

complementary modifications to their current activities and practices (O’Dwyer et al., 2009). 

One successful example of this line of thinking is the one of Epetimehin (2011), who shown that 

the innovation in the offered services, prices, promotion and distribution in the insurance sector 

impacts in a positive attraction of clients, leading to a competitive advantage. 

In analysing Nespresso’s competitive advantage through innovation Brem et al., (2016) 

summarized their innovative branding strategy in three important factors positioning, distribution 

channels (suppliers and selling outlets) and unique customer approach. Some researchers found 
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the innovation capability as a crucial competitive factor for organizations related with tourism 

(Brooker et al., 2012, Martínez-Ros & Orfila-Sintes, 2012; Rodgers, 2008). 

The present study is mainly related with the aim to define properly the concept of 

marketing innovation and with trying to find the best way to operationalize it in small and 

medium food service enterprises. 
 

LITERATURE REVIEW 
 

Innovation 
 

Despite the huge increase in literature in the field of innovation -due to the continuously 

growing importance that has gained in entrepreneurship (Drazin & Schoonhoven, 1996; Drucker, 

1985) - there is still no consensus on the definition of innovation (Jon-Arild & Lumpkin, 2001). 

One of the reasons, some authors says, is the absence of a significant measure, which hinders the 

development of theories and the subsequent suggestion of actions for companies which wants to 

apply this concept (Kotabe & Swan 1995). 

The concept of newness has been associated with many of the definitions of innovation. 

Newness is a key factor to distinguish innovation from change and has been proposed as an 

important factor linking innovation and entrepreneurship in previous works related to the 

creation and management of new business (Gartner, 1988; Stevenson & Jarillo, 1990; Utkun & 

Atilgan, 2010). 
 

Marketing Innovation 
 

One of the definitions of marketing innovation states that is the implementation of a new 

marketing method involving significant changes in product design or packaging, product 

placement, product promotion or pricing (OECD/Eurostat, 2005). The usage of a new way for 

selling products or services that includes important changes in the product design, the packaging, 

the placement of the product or the pricing and promotion can be certainly defined as a 

marketing innovation. 

Another definition, given by Utkun & Atilgan (2010), relates innovation in marketing 

with the employment of a new marketing method that introduces considerable changes in the 

pricing, in the promotion or in the packaging of a product. 

Nowadays, the determination of customers’ needs is not so easy due to the constant and 

fast changing markets, technology and collective behaviour. These facts make necessary the 

application of innovative marketing activities in order to expand the satisfaction degree and 

retention of clients (Noori & Salimi, 2005). One of the limitations is that doesn’t exist enough 

evidence regarding the application of innovation in marketing (Bhaskaran, 2006; Geldes & 

Felzensztein, 2013; Medrano-Sáez & Olarte-Pascual, 2016; Rammer et al., 2009; Schubert, 

2010). 

While in reality innovation is the driving force in SME, the direction that research 

followed in the field of marketing innovation has been marked by some innovation 

characteristics specifics of certain firms and by the environment effect (O'Dwyer, 2009). 

Medrano & Olarte-Pascual (2016) postulates that it is not necessary to include novel 

marketing practices. They say that the inclusion of adapted old concepts and adapted old 

practices previously developed is enough. Another possibility is the inclusion of marketing 

practices integrated by other companies. 

https://www.emeraldinsight.com/author/O%27Dwyer%2C%2BMichele
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In the current study, the composition of innovation variables regarded with newness had 

been taken from the previous work of Johannessen & Lumpkin (2001). The variables for 

marketing innovation had been proved in the work of Medrano & Olarte-Pascual (2016). An 

interesting conclusion of this last mentioned work is that service companies must hold innovative 

strategies (placement, promotion or pricing) due to its close contact with the end consumers. 

There are three questions related with the concept of newness that can be really helpful to 

analyse it: what means that something is new? How new need to be something? And to whom 

something is new? These questions have been addressed in the work of Johannessen & Lumpkin, 

(2001). For the answering of the first question, six variables have been taken into account in the 

mentioned work: (1) new products; (2) new services; (3) new methods of production; (4) 

opening new markets; (5) new sources of supply; and (6) new ways of organizing, in addition to 

marketing innovation variables that were added by the OECD/Eurostat, (2005), namely (7) New 

ways of promotion and (8) New pricing. 

RQ 1 Are food service providers considered innovative? 
 

How new need to be something? A distinction between a radical and an incremental 

innovation needs to be made. A radical innovative process would be something ground breaking, 

whereas an incremental innovation is normally set within a paradigm (Dosi, 1982; Dewar & 

Dutton, 1986). In his work, Hage (1980) stated that the innovation processes moves in a 

continuum way, going from incremental towards radical. However, other works illustrated the 

fact that both terms can be used inside a paradigm context. One example is the one of 

Damanpour (1996), who refers to radical innovations to the things producing large deviations 

from the current practices, whereas an incremental innovation will produce smaller deviations. In 

both cases, radical and incremental apply to within-organization innovations. 

Oke (2007) found that the innovation processes in service organizations are more related 

with the incremental type of innovation of products and services. Moreover, several authors 

think that the marketing innovation is just a type of incremental innovation (Naidoo, 2010). An 

example of this is given in the work of Bhaskaran (2006), who after performing an analysis of 

the shellfish market found that the focusing of small and medium sized companies in the 

incremental innovation (like marketing innovation) provided a substantial competitive 

advantage, allowing the competition with big companies. In the same way, has been shown by 

Rammer et al. (2009) that those small and medium sized companies that are not investing on 

research and development still can achieve very good results using incremental innovation. 

Another example is, showing the effective performance of the airport industry after the 

application of marketing innovation. 

The mentioned cases are all evidence of the importance that the innovation have in the 

performance of a company (Hull & Rothenberg, 2008; Hult et al., 2004; Qian & Li, 2003; Rhee 

et al., 2010). However, research is still necessary to know more about the factor influencing 

marketing innovation (Nieves & Diaz-Meneses 2016). 
 

RQ2 what is the degree of marketing innovativeness in the food service market? 

RQ3 is innovativeness related to company’s performance? 

RQ4 is innovativeness related to company’s size? 
 

To whom something is new? This question has been previously addressed, and some 

research suggested that the degree of newness of an innovation depends on the filed the 
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innovation is being applied. In this way, Cooper (1993); Kotabe & Swan (1995) suggested to 

investigate innovation as a function of the newness degree to the company and as a function of 

the newness degree to the market. Kotabe & Swan says that the newness relative to the company 

won’t say too much about the impact that a product could have in the consumers or in the 

competition, however will be useful for analyse the ability of a firm to update its innovative 

solutions, which is a key consumer concern. In this research the customers will be the relevant 

unit of adoption. 
 

RQ5 Do customers in the food service market viewed companies the market to be 

innovative? 
 

The food service sector in Egypt 
 

The restaurants and cafes market has been on the rise over the past few years. Egyptians 

are spending more time outside of the home and a larger percentage of women are joining the 

workforce. These two factors encourage Egyptian consumers to rely more heavily on ready-to- 

eat meals or online ordering. Additionally, internet penetration in Egypt has now reached almost 

33 percent of the population and online foodservice is growing quickly. Otlob.com, an online 

ordering and delivery platform for restaurants, is growing in popularity and other online retailers, 

such as Souq.com and Jumia.com, now sell groceries and food products. The foodservice 

sector’s sales in 2016 reached $3.8 Billion with a five-year CAGR of 9.5 percent. 

Independent restaurants still account for the lion’s share of food service establishments 

and sales in 2016 represented 85 percent of total consumer foodservice sales. Though 

independently owned restaurants dominate the sector, chain restaurants are growing at a notably 

higher rate. Chain restaurants grew their sales 29 percent from 2011 to 2015, while independent 

restaurant sales increased only 17 percent. Both sectors saw a precipitous drop in sales in 2016 

following the economic reforms and currency devaluation. The total value of the Egyptian 

consumer foodservice sector sales is estimated at $3.8 billion. Cafes make up the majority of 

sales at $1.34 billion, or 37 percent of the total. This is likely due to cultural preferences for cafes 

and lower capital requirements to open these establishments. Café sales are followed by fast 

food, full-service restaurants, and home delivery at $1.10 billion, $823 million, and $314 million 

respectively. Self-service cafeterias and street vendors comprise an additional $261 million in 

sales (GAIN, 2017). 
 

METHODOLOGY 
 

Marketing Innovation is assessed in small and medium firms within the Egyptian food 

and beverage service market and from the perspective of consumers of these services. 

The present analysis is focused primarily on SME’s that are relatively new and small 

(less than ten years old and less than 100 employees). In order to attempt to answer the research 

question, a field survey was designed collecting data in subcategories within the industry. 

In total 103 SMEs & 310 consumers were interviewed with a primary, quantitative, using 

structured online application questionnaire in Cairo. Interviews were conducted face-to-face and 

the Sample was split over the eight following different markets: 
 

1. Fast food restaurant 

2. Traditional cafes 

3. Non-traditional cafes 
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4. Dessert shops 

5. Juice shops 

6. Bakeries 

7. Dairy products shops 
8. Restaurants 

 

Hence, for both studies, eight variables were studied with the aim to assess the marketing 

innovativeness of the SME’s. These variables include: 
 

1. New products (NEWPROD) 

2. New services (NEWSERVI) 

3. New methods of production (NEWMETO) 

4. Opening new markets (NEWMARK) 

5. New sources of supply (NEWMATER) 
6. New ways of organizing (NEWORG) 

7. New ways of promoting (NEWPROM) 

8. New ways of pricing (NEWPRICE). 

 

To measure the question regarding with the what? 

For each one of the eight variables mentioned, a five-point scale was used for the 

respondents to indicate the degree of the changes made by their companies during the last three 

years. The scale ranges from 1, meaning to no extent, to 5, meaning to a very great extent. 

To measure the question regarding with the how new? 

Was measured through the extent of innovation in each of the six dimensions. 

To measure the question regarding with the to whom? 

Respondents from customers of each business where asked to how they rated this business on the 

same 8 innovation variables. 
 

RESULTS AND ANALYSIS 
 

RQ1 Are Food Service Providers Considered Innovative? 
 

The above construct (Marketing Innovation) was measured through different questions. 

An internal consistency/reliability between the questions/dimensions measuring the construct 

was assessed through Cronbach’s alpha and indicated a high consistency and agreement for the 

two studies with alpha given for data gathered from business and consumer studies equal to 0.92 

and 0.947, respectively (Table 1). 
 

Table 1 

VARIMAX-ROTATED COMPONENT LOADINGS OF THE SIX CONSTRUCTS (SAMPLE 

SIZE=103) FOR BUSINESS DATA 

Marketing innovation (MKTINV) 

Variable Mean SD Components Factor 

loadings 

Corrected item 

total correlation 

New products (NEWPROD) 3.204 1.353 0.676 0.457 0.603 

New services (NEWSERVI) 2.874 1.242 0.872 0.761 0.821 

New methods of production 
(NEWMETO) 

2.942 1.274 0.859 0.738 0.800 

Opening new markets 3.544 1.467 0.606 0.368 0.529 
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(NEWMARK)      

New sources of supply 
(NEWMATER) 

3.029 1.302 0.811 0.657 0.743 

New ways of organizing 
(NEWORG) 

2.835 1.261 0.915 0.837 0.870 

New ways of promoting 
(NEWPROM) 

2.505 1.448 0.876 0.767 0.807 

New price (NEWPRICE) 2.903 1.325 0.872 0.760 0.814 

Eigen Value 5.344 

 

A method to determine the sampling adequacy (Kaiser-Meyer-Olkin-KMO) was used, 

revealing that Innovativeness Construct has an adequate distribution of values for the performing 

of a factor analysis. The Bartlett’s sphericity test was also conducted for it and was statistically 

significant. According to all the extracted measures, it is assured now that the questions assigned 

to measure a construct can be reduced to one variable (Table 2 for business). The methodology 

used is principal component analysis. The method of varimax rotation was chosen due to its 

simplicity. 
 

Table 2 

SAMPLE ADEQUACY AND RELIABILITY 

MEASUREMENTS FOR BUSINESS DATA 

Measure MKTINV 

KMO 0.88 

 Approx. 

Chi- 

Square 

 
638.5 

Bartlett's Test of 

Sphericity 

 
df 

 
28 

 P-value 0 

Cronbach's Alpha 0.92 

An Eigen value greater than one was chosen to determine the quantity of 

components/constructs needed, and all revealed that only one construct can be formulated from 

the assigned questions. From Table 1 and Table 3, it can be seen that factor loadings values 

ranged between 0.368 to 0.837 for both studies. Additionally, corrected item total correlation has 

values above 0.4. Accordingly, construct validity exists among all questions (Table 4 for 

consumer data). 
 

Table 3 

VARIMAX-ROTATED COMPONENT LOADINGS OF THE SIX CONSTRUCTS 

(SAMPLE SIZE=310) FOR CONSUMER DATA 

Marketing innovation (MKTINV) 

 

Variable 

 

Mean 

 

SD 

 

Components 

 
Factor 

loadings 

Corrected 

item total 

correlation 

New products (NEWPROD) 3.081 1.186 0.867 0.752 0.82 
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New services (NEWSERVI) 2.894 1.214 0.908 0.824 0.874 

New methods of production 
(NEWMETO) 

3.084 1.193 0.876 0.767 0.832 

Opening new markets 
(NEWMARK) 

3.481 1.306 0.733 0.537 0.662 

New sources of supply 
(NEWMATER) 

3.165 1.164 0.868 0.754 0.825 

New ways of organizing 
(NEWORG) 

2.832 1.208 0.901 0.811 0.865 

New ways of promoting 
(NEWPROM) 

2.568 1.394 0.841 0.708 0.784 

New price (NEWPRICE) 2.935 1.265 0.856 0.733 0.81 

Eigen Value 5.887 

 
Table 4 

SAMPLE ADEQUACY AND RELIABILITY 

MEASUREMENTS FOR CONSUMER DATA 

Measure MKTINV 

KMO 0.904 

 
 

Bartlett's Test of 

Sphericity 

Approx. 

Chi- 

Square 

 
2376.491 

df 28 

P-value 0 

Cronbach's Alpha 0.947 
 

RQ2 What Is the Degree of Marketing Innovativeness in the Food Service Market? 
 

Table 5 shows some descriptive measures about innovativeness measured dimensions, 

presenting mean and standard deviation of each, these descriptive measures show the degree of 

marketing innovativeness in the food service from Business and consumer point of view. 

Dimensions with higher mean values indicate higher degree of marketing innovativeness in the 

food service market. Both Business and Consumers showed similar point of views. 
 

Table 5 

AVERAGE SCORE OF INNOVATION DIMENSIONS FOR 

BUSINESS AND CONSUMER DATA 

Questions Mean Mean 

New products (NEWPROD) 3.204 3.081 

New services (NEWSERVI) 2.874 2.894 

New methods of production (NEWMETO) 2.942 3.084 

Opening new markets (NEWMARK) 3.544 3.481 

New sources of supply (NEWMATER) 3.029 3.165 

New ways of organizing (NEWORG) 2.835 2.832 

New ways of promoting (NEWPROM?) 2.505 2.568 

New price (NEWPRICE) 2.903 2.935 
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RQ3 Is Innovativeness Related to Company’s Performance? 
 

According to Pearson correlation there exist a significant positive moderate relationship 

between Performance and innovation with 99% confidence level, from both studies (Table 6 

appendices). 
 

Table 6 

PEARSON CORRELATION BETWEEN 

INNOVATIVENESS AND COMPANY’S 

PERFORMANCE 

 

 
Performance 

measure 

over the past 

three years 

 

Marketing innovation 

 

Data gathered from 
Pearson 

Correlation 
Value 

Business 0.404** 

Consumers 0.377** 

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

 

RQ4 Is Innovativeness Related to Company’s Size? 
 

A Binary logistic model is conducted to assess the relationship between innovativeness 

and company’s size. Company’s size is a binary variable measured through two categories (small 

with code 0 and medium with code 1). This model is constructed from Business data. The model 

is given as: 
log

   P    
    MKTINV 

P
  

1 P 
 o 1 1 P 

  is the odds ratio (OR). 

The probability that an outcome occurs for a given exposure, compared with the 

probability of the outcome occurring without that exposure is represented by the OR. In the 

present case, the OR represents the probability that a company size will be 13 medium when 

innovativeness exists, in comparison with the probabilities if the outcome given for the case of 

absence of innovativeness. 𝑃 is the probability of the event to occur (the company size become 

medium). According to Omnibus test of model coefficients Table 7, we can conclude that model 

is significant having p-value <0.05 (Table 7). 
 

 Table 7 

OMNIBUS TESTS OF MODEL 

COEFFICIENTS 

Step 1  Chi.square df Sis. 

Step 6.003 1 0.014 

 

Block 
6.003 1 0.014 

 

Model 
6.003 1 0.014 

Nagelkerke’s R² is 5.7% which indicates that the model is poor. Cox & Snell R Square: 

we can conclude that 10.7% probability of the event of having the company’s size to be medium 

is explained by the logistic model. We can conclude that between 5.7% and 10.7% of the 
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variation in the dependent variable can be explained by the model in block 1(Table 8). 87.4% of 

the model is correctly classified. The overall percentage row tells us that this approach to 

prediction is correct 87.4% of the time (Table 9). 
 

Table 8 

MODEL SUMMARY. A. ESTIMATION TERMINATED AT 

ITERATION NUMBER 6 BECAUSE PARAMETER 

ESTIMATES CHANGED BY LESS THAN 0.001. 

Model Summary 

 
Step 

-2 Log 

likelihood 

Cox & 

Snell R 

Square 

Nagelkerke R 

Square 

1 
a 

72.097 0.057 0.107 
a
Estimation terminated at iteration number 6 because parameter 

estimates changed by less than .001. 

 
Table 9 

a 
CLASSIFICATION TABLE 

 
 

Observed 

Predicted 

Size 
 

Percentage 

Correct 
Small Medium 

 
Step 1 

Size 
Small 90 0 100 

Medium 13 0 0 

Overall Percentage   87.4 
a
 The cut value is 0.500 

 

log
 P    

 2.203  0.928 MKTINV 

 
1 P 




There exists a significant negative impact between from marketing innovation on 

Business Size. When marketing innovation increase log of odds ratio will decrease by 0.928. 

Interpreting odds ratioodd ratio of Marketing innovation is equal to e
0.928 

=0.395, 

meaning that when Marketing innovation increases odds of Business size to be medium is less 

likely to occur than odds of having small business size with (1-0.396)*100=60.5% chance (Table 

10). Finally, this concludes that there exists a negative relationship between Innovation and 

Company sizes. Which means that the bigger the organization in size the less innovative it 

becomes? 
 

Table 10 

VARIABLES IN THE EQUATION 

 
B S.E. Wald df Sig. 

Odd 
ratio 

Step 1
a
 

MKTINV -0.928 0.442 4.409 1 0.036 0.395 

Constant -2.203 0.381 33.481 1 0 0.11 
a
Variable(s) entered on step 1: MKTINV. 
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RQ5: Do Customers in the Food Service Market View Companies in the Market to be 

Innovative? 
 

This research question is already answered through the above 4 questions where a 

comparison between Data gathered from Business side and data gathered from Consumers side is 

viewed. The undimensionality of the scale was confirmed by the principal component factor 

analysis of the innovation variables. All the variables loaded strongly on the same factor for both 

Business and customer’s responses. 

Furthermore, the reliability analysis confirmed the six variables contribution as indicators 

of an overall construct of innovation. Besides that, the innovation construct also met the 

requirement of convergent validity. This is due since all the corrected items total correlation was 

all above 0.4. 
 

DISCUSSION 
 

So far, has been discussed how innovation is of critical importance, providing a way to 

generate and sustain a competitive advantage. Innovation has been described as the specific 

instrument of entrepreneurship (Drucker, 1985), in fact, for entrepreneurial firms, it may be the 

most critical success factor. Given the important role of innovation to have entrepreneurship and 

business success in increasingly knowledge-based and hyper-competitive environments, the need 

to understand innovation has become vital. 

The overall goal of this work was the searching of significant measurements of 

innovation, based on the concept of newness. The obtained results indicates that at organization 

level, innovation can be defined and measured as a single construct, described solely by the 

degree of radicalness, i.e., placing newness as a central role of innovation. As Campbell & Fiske 

(1959), here was also shown that innovation met the condition of convergent and discriminant 

validity to support an undimensional construct. 
 

CONCLUSION 
 

Despite the conclusion regarding an undimensional innovation construct, the methods 

used here provide a way to take into consideration a range of innovative activities, i.e. different 

types of newness, which are characterized by the six areas analysed in this study, where 

innovation can occur. The success of an innovation is determined by the extent of its adoption 

and not rely strongly on who originates it or how technologically advanced it is. Newness is what 

makes innovation. 

With regards to companies size it was found that there exists a negative relationship 

between Innovation and Company sizes. Which means that the bigger the organization in size the 

less innovative it becomes? The most important variables that contributed to the innovativeness 

of the food and beverage companies are offering new products, new markets, and new suppliers, 

which makes these variables the most important to focus on for any company that wants to open 

and stay in this market. 
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