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Ciljje ovog rada analizirati uvodenje marketinskih
inovacija u Hrvatskoj. Rije¢ je o istrazivanju
koje pruza uvid u inovativnost u terminima
marketinskih  inovacija. Istrazuje se prisut-
nost marketinskih inovacija opcenito, a zatim i
uvodenje Cetiriju vrsta zasebno (promjene u di-
zajnu ili pakiranju, novi mediji ili promotivne teh-
nike, nove metode distribucije ili kanali prodaje i
nove metode odredivanja cijena). Ukljucene su
promjene u sva Cetiri elementa marketinskog
miksa. U radu se takoder istrazuje do koje je mje-
re uvodenje marketinskih inovacija vezano za
uvodenje drugih vrsta inovacija.
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The purpose of this paper is to analyze the intro-
duction of marketing innovations by companies
in Croatia. This study provides an insight into the
innovativeness with regard to the introduction
of marketing innovations. It explores the presen-
ce of marketing innovations in general and the
introduction of four types of marketing innova-
tion (significant changes to the aesthetic desi-
gn or packaging, new media or techniques for
product promotion, new methods for product
placement or sales channels and new methods
of pricing goods or services). The changes in all
four elements of the marketing mix are descri-
bed. The paper also explores the extent to which
the introduction of marketing innovation is rela-
ted to the companies that introduce other types
of innovations.
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1. INTRODUCTION

In order to adequately support product inno-
vation development, sophisticated marketing
methods are required. This notion is expressed
in the early work of Levitt (1960), who argued
that innovators must be creative about market-
ing methods in order to fully profit from product
innovations." The importance of marketing in
the innovation development process is widely
acknowledged in the literature, especially in the
context of its contribution to the development
of product innovations.

Studies show that there is a relationship between
product and marketing innovation and that the
companies which innovate with products and
processes stimulate the development of market-
ing (and organizational) innovations.” Besides, in
the same study authors found that resorting to
both product and service innovation contributes
to the overall business performance.

The importance of product innovation for busi-
ness success is widely recognized both in mar-
keting literature and practice. New products lead
to better business performance and itis in the in-
terest of long-term business growth to innovate.
Improving business performance by developing
a new product assumes market success of that
new product. Market success of the new prod-
uctis influenced by various factors, as shown ina
vast number of empirical studies.? Apart from ex-
ternal factors, there are many factors controlled
by the company that can contribute to a better
market performance of new products.

In order to introduce an innovation with good
prospects for success in the market, the com-
pany is required to invest in its development.
That does not imply only inbound research and
development but also other activities that are
important for achieving market success. This pri-
marily refers to marketing a new product whose
importance is very well recognized in business
practice.

Literature on market success factors empha-
sizes the importance of marketing for achieving
new product success. The level of marketing
skills adequacy, along with the level of techni-
cal skills adequacy, is the factor that is positively
related to new product success.* Marketing skills
are recognized as a determinant of market suc-
cess’® and as a source of competitive advantage.®
When developing and introducing a new prod-
uct, it is essential to conduct market research, to
test the product prior to its introduction while
also informing potential customers about the
product and its characteristics and encouraging
them to buy it. This applies to both incremental
and radical innovations.

Marketing is an integral part of the new prod-
uct development process. It is difficult to as-
sess innovativeness only by investment in R&D
and/or marketing, as both are industry specific.
New product development in some industries
is dominated by R&D while to others market re-
search and other marketing activities” may be
crucial. Accordingly, investment in marketing
and design needs to be higher for the develop-
ment of such products.

Another issue with investment in R&D and mar-
keting is that it is difficult to conclude if these ac-
tivities indicate a greater level of innovativeness
or represent nothing but budget spending. The
results of the Booz Allen Hamilton annual study
highlight the importance of how the money is
spent rather than how much money is spent?

Companies with a high level of new product
development resources benefit most from inte-
grating R&D and marketing activities, i.e. their in-
tegration contributes to market success.’ There
is also the finding of meta analysis according to
which a higher level of integration is not neces-
sarily a good way to improve new product per-
formance.”

Considering the importance of marketing activi-
ties for new product development, its introduc-
tion to the market as well as market success, one
can understand the relationship between prod-
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uct and marketing innovation. Introduction of
marketing innovation is an integral part of over-
all innovation activities.

This paper aims to explore the presence of
marketing innovation at companies in Croatia.
It provides an insight into the introduction of
marketing innovations by Croatian companies.
First, the presence of marketing innovations in
general is analyzed. Furthermore, the develop-
ment of four types of innovation, including the
changes in all four elements of the marketing
mix, is explored. In that manner, it is possible to
understand marketing innovation development
in greater detail.

Even though the literature links marketing ac-
tivities and innovation to the development of
product innovation, in this paper the introduc-
tion of marketing innovation by all compa-
nies, regardless of other innovation activities,
is explored first. It is important to inspect the
overall involvement of Croatian companies in
the introduction of marketing innovation as it is
not strictly conditional on product innovation.
Besides, this study does not hypothesize or aim
to identify the relationship among innovation

types.

The relationship between product and mar-
keting innovation is acknowledged in the sec-
ond part the research. The second part is more
focused on determining the extent to which
marketing innovation can be introduced when
there is an effort to develop other types of in-
novation. Thus, this paper gives an insight into
the introduction of marketing innovations on a
general level and explores the extent to which
their introduction is related to the companies
that introduce other types of innovations (prod-
uct innovations in particular).

The paper is structured as follows: after the in-
troduction in Section 1, data and methodology
are presented in Section 2. Section 3 gives re-
search results, and Section 4 brings main con-
clusions.

2. DATA AND
METHODOLOGY

Data relevant for the analysis are obtained from
a database on innovation activities of Croatian
companies in the period between 2006 and
2008 in the framework of the Community Inno-
vation Survey 2008 (CIS2008).

The total sample consists of 3404 companies.
The CIS 2008 covers data on product and process
innovation developed over a three year period
(2006-2008) as well as data on the innovations
that are still ongoing or that have abandoned
before completion. Apart from technological in-
novation (i.e. product and process innovation),
this survey also includes data on non-techno-
logical innovation (i.e. marketing and organiza-
tional innovation).

The aim of the paper is to explore the level of
involvement in the marketing innovation devel-
opment reported by companies in Croatia. The
CIS is based on the Oslo Manual that provides
guidelines for gathering internationally compa-
rable data on innovation. The definition of mar-
keting innovation in the CIS, adopted from the
Oslo Manual, refers to marketing innovation as
the implantation of a new marketing concept
or strategy significantly different from existing
marketing methods." Only significant changes
in design, packaging, placement, promotion and
pricing are eligible to be reported as marketing
innovation while seasonal or routine changes
in marketing methods are not considered to be
marketing innovations.

To be more precise, there are four types of mar-
keting innovations covered in the CIS 2008: sig-
nificant changes to the aesthetic design or pack-
aging, new media or techniques for product pro-
motion, new methods for product placement
or sales channels and new methods of pricing
goods or services. In this study the presence all
four types of marketing innovation in Croatian
companies is explored. Prior to analyzing these
four types separately, the involvement in devel-
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opment of marketing innovation in general is
explored.

The study subject is analyzed by employing
descriptive statistics. The association between
categories is tested using a chi-square test while
the ANOVA is used for testing the difference in
group means.

3. RESULTS

The results presented in Table 1 indicate that the
majority of companies in Croatia actually do not
introduce marketing innovation. To be more pre-
cise, 27.03 percent of all companies introduced
marketing innovation (regardless of type). So, ac-
cording to the results, the majority of companies
(ie. 72.97 percent) were not involved in the ac-
tivities that resulted in marketing innovation.

Furthermore, most of those that report market-
ing innovation introduced only one of the four
types. In particular, 10.43 of all companies in the
sample or 38.59 percent of those that actually
introduce marketing innovation innovated with

only one of the marketing innovation types. The
companies that succeeded to introduce all four
types are few, and their number decreases as the
number of marketing innovation types in their
portfolio increases. Only 3.64 percent report high
involvement in the marketing innovation devel-
opment (i.e. they are engaged in the introduc-
tion of all four types of marketing innovations).
Their share in the total number of the compa-
nies that have developed marketing innovation
is 13.48 percent. The presence of marketing in-
novation is reported in Table 1.

Further analysis reveals new media or techniques
for product promotion as the most represented
type of marketing innovation (57.83 percent of
those that innovate with marketing innovation
or 15.63 percent of all companies). This type of
innovation is followed by new methods of pric-
ing (54.89 percent of the companies reporting
marketing innovation or 13.78 percent of the to-
tal sample) and changes to the aesthetic design
or packaging (50.98 percent or 13.78 percent of
all companies). New methods for product place-
ment or sales channels are the least represented
in Croatian companies (found in just 11.63 per-
cent of all companies).

Table 1: Marketing innovation in Croatian companies

No marketing innovation 2,484 72.97 -
Markgtlng innovation 920 27.03 )
of which:

One type of marketing innovation only 355 1043 38.59
Two types 272 7.99 29.57
Three types 169 4.96 18.37
Four types 124 3.64 1348
Total 3,404 100 100
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Table 2: Marketing innovation by type

Marketing innovation 920 27.03

Slgmﬁ(:gnt changes to the aesthetic design or 469 1378 50.08
packaging

New media or techniques for product promotion | 532 15.63 57.83
New methods for product placement or sales 396 1163 45.00
channels

New methods of pricing 505 14.84 54.89

The companies that report marketing innova-
tions have more employees on average. The av-
erage number of employees in such companies
is 244, compared to 169 employees in those that
do not develop marketing innovation (F=53.83
p=0.0000). The average number of employees
increases along with the number of various
types of marketing innovations introduced. A
slight exception applies to the groups of two
and three types of marketing innovations in the
same period. The companies that report having
two types are larger on average (by the number
of employees) than those with three types of in-
novation. The companies that report the intro-
duction of all four types of innovation on aver-
age employ 515 employees.

Table 3: Average number of employees in 2008

No marketing innovation 169.0324 | F=53.83

Marketing innovation 244.2538 | p=0.0000
' F=27.40

Number of employees in 2008 0=0000

No marketing innovation 169.0324

] type of marketing 168.8907

innovation only

izn;ygéstgn?arket'”g 2223864 | F=27.40

; F—— p=0.0000

3 types of marketing 190,042

innovations

fltypes pf marketing 5153652

innovations

Next, marketing innovation is analyzed by sec-
tor in order to explore if there are any differences
between the propensity to develop marketing
innovation in manufacturing and services. A
cross-tabulation of the two variables is used to
examine the presence of marketing innovation
(in general) and each type in two sectors sepa-
rately. Table 4 shows only the percentages of the
companies that report having marketing inno-
vation by sectors. Data on the companies that
introduce no marketing innovation by sector are
not reported.

Analysis reveals that 56.02 percent of marketing
innovation is introduced in manufacturing com-
panies while 43.98 percent of marketing innova-
tion comes from services. However, the result is
not significant. Therefore, we cannot conclude
that there is significant association between the
propensity to introduce marketing innovation
and sector.

A comparison between the two sectors in re-
spect to each of the four types of marketing in-
novation points to the existence of significant
differences between the introduction of mar-
keting innovations in manufacturing and serv-
ices companies only when it comes to changes
to the design or packaging. More companies
that develop this type of marketing innovation
belong to the manufacturing (59.65 percent)
than the services sector. This is easy to explain
as changes to the design and packing are more
relevant to goods than they are to services due
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Table 4: Marketing innovation by sector (percentage of companies that report introduction of par-

ticular marketing innovation)

Manufacturing | Services

o ) Pearson chi2(1)= 0.7127
Marketing innovation 56.02 43.98 Pr = 0.399
Slgrjlﬁcant changes to the aesthetic 5065 4035 Pearson chi2(1) = 5.0915
design or packaging Pr=0.024
New m¢d|a or techniques for product 5957 4743 Pearson chi2(1) = 1.2013
promotion Pr=0.273
New methods for product placement 5416 4584 Pearson chi2(1) = 0.0745
or sales channels Pr=10.785
New methods of pricing goods or 5417 4588 Pearson chi2(1) = 0.1029
services Pr=0.748

to intangibility of services. As to the rest of the
marketing innovation types, no statistically sig-
nificant relationship was found so we are not
able to reject the null hypothesis.

In further analysis, manufacturing companies
should not be analyzed on this topic separately
from services companies as the analysis so far
does not support the hypothesis on any signifi-
cant association between the two. Thus, further
analysis is directed toward the examination of
marketing innovation in innovative compa-
nies. As explained in the introductory section,
marketing innovations are often related to the
development of product innovations. In other
words, there is a general notion that innova-
tive companies innovate with a whole range of
various types of innovations. The relationship
among various types of innovation, in terms of
which innovation fosters the development of
other types of innovations and why, are neither
analyzed nor discussed in this paper. That issue is
too complex to be explored properly with data
available, and it goes beyond the scope of this
research. However, the marketing innovations
in innovative companies are explored briefly in
order to see if innovative companies in Croatia
are indeed more prone to introduce this type of
innovation.

The CIS questionnaire is design is such a man-
ner that all companies can report marketing in-

novation regardless of other innovation. In other
words, reporting marketing innovation was not
conditional on reporting the development of
technological innovations. This fact enables us
to identify the percentage of marketing innova-
tion that comes from the companies involved in
the development of technological innovations.
Results are presented in Table 5.

These results generally indicate that the intro-
duction of marketing innovation is related to
overall innovation activities. The great majority
of companies (77.07 percent) that have devel-
oped marketing innovation also innovated with
either product and/or process innovation (i.e.
technological innovation). In only 22.93 percent
of cases was marketing innovation introduced
by the companies that report having no suc-
cessfully developed technological innovation.
Pearson chi2 indicates that the association is in-
deed significant.

To get a more precise insight into the relation-
ship between different types of innovation, the
introduction of marketing innovation by the
companies that report successful development
of product innovation is explored. As mentioned
before, marketing innovations contribute to a full
exploitation of product innovation. Therefore, it
is worth analyzing if marketing innovation de-
velopment in Croatian companies is somehow
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Table 5: Innovation activities in companies that report marketing innovation

Technological innovation 77.07 2218 Pearson chi2(1) = 867.3878
Pr=0.000

No technological innovation 2293 77.82

Product innovation 59.57 1212 Pearson chi2(1) = 807.3467
Pr=10.000

No product innovation 4043 87.88

Internal R&D 55.03 38.16 Pearson chi2(1) = 37.0388
Pr=0.000

No investment in internal R&D 4497 61.84

Engagement in market 60.97 24.70 Pearson chi2(1) = 172.5348

introduction of innovation Pr=0.000

No engagement in market 39.03 75.30

introduction of innovation

encouraged by the development of product in-
novations. As is the case with the technological
innovation development, most marketing inno-
vations are developed in the presence of prod-
uctinnovations. Almost 60 percent of marketing
innovations is developed in the companies that
introduced product innovations.

Another indicator of companies’ efforts to inno-
vateis the level of theirinvestment in R&D. Internal
R&D is considered to be the investment in knowl-
edge creation'. When inspecting marketing in-
novations in innovative companies, it is important
to explore their engagement in R&D. According to
the results, 55.03 percent of the companies that
report having marketing innovation are involved
in internal R&D activity. Furthermore, the average
total R&D is higher in the companies that inno-
vate with marketing innovation while the average
internal R&D is lower. However, the difference is
not statistically significant (Table 6).

There is no significant difference in the average
investment in internal R&D even when com-
pared to a simultaneous development of vari-
ous types of marketing innovation (Table 7). The
companies that report introducing all four types
of marketing innovation invest in internal R&D

most but those that introduced no marketing in-
novation invest in internal R&D more than those
that indeed introduced three types of innova-
tion. Internal R&D is an indicator of involvement
in the technological rather than marketing inno-
vation and its level is determined by numerous
factors. The aim was not to imply any relation-
ship between internal R&D and marketing in-
novation. It was rather to asses if the companies
that report marketing innovations are actually
highly involved in innovation activities.

Table 6: Mean total investment in R&D and
mean expenditures on internal R&D in
respect to development of marketing
innovation

Total investment in R&D

No marketing innovation | 2,824,244 F=0.77
Marketing innovation 3,727,381 | p=0.3806
Expenditures on

internal R&D

No marketing innovation | 877,0034 F=0.07
Marketing innovation 7388138 | p=0.797

When we look into total R&D, the companies
with all four types of marketing innovation de-
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veloped were found to have invested in R&D
most. Results reveal that the companies with
two types of marketing innovation introduced
over a three-year period invested the smallest
amount in R&D. In this case, the differences in
means among the groups are statistically signifi-
cant.

Table 7: Mean total investment in R&D and
mean expenditures on internal R&D in
respect to intensity of involvement in
introduction of marketing innovation

Mean ANOVA
Total investment in
R&D
No marketing innovation | 2,824,244
1 type of marketing 2,798,518 | F=272
innovation only p=0.0283
2 types of marketing 714,973
innovation
3 types of marketing 2,844,993
innovation
4 types of marketing 8,756,426
innovation
Expenditures on
internal R&D
No marketing innovation | 877,003.4
1 type of marketing 1,021,097
innovation only F=046
2 types of marketing 350,0136 | P=0.7621
innovation
3 types of marketing 204,419.6
innovation
4 types of marketing 1,540,817
innovation

The last characteristic of innovation effort in the
companies that report marketing innovation is
their engagement in the market introduction of
innovation. As previous results show that mar-
keting innovations are introduced mostly by
the companies that are highly involved in the
development of other types of innovations, it
is expected that they are concerned about the
market introduction of innovation. The results
indeed confirm this, as 60 percent of the compa-

nies that innovate with marketing innovations
report engagement in the market introduction
of innovations.

4. CONCLUSION

This paper gives an overview of the marketing
innovation introduction by Croatian companies.
It explores the state of this type of non-techno-
logical innovation on a case of the country that
lags behind EU-27" when it comes to innova-
tiveness." As regards marketing innovation, re-
sults reveal that almost one third of companies
introduce this type of innovation. In most cases
they introduced only one of the four types of
marketing innovation over the three-year period
under review.

This result is not surprising if interpreted taking
into account a general notion on the relation-
ship between marketing innovation and the
development of product innovations. Croatian
companies are not generally innovative in
terms of technological innovations, and mar-
keting innovation is no exception to the gen-
eral situation in Croatia. The majority of market-
ing innovation is introduced by the companies
that are innovators. Another confirmation of
the relationship between the two types of in-
novation is the finding that marketing innova-
tions are for the most part introduced by the
companies that are also involved in other inno-
vation activities.

It should also be pointed out that the most im-
portant type of marketing innovation present in
Croatiais the one that concerns promotion. Most
companies report the introduction of new me-
dia or techniques for product promotion, indi-
cating that such companies are aware of the im-
portance of promotion activities. Consequently,
they introduce new media and techniques for
promotion. This is just one possible explanation
but this research provides no evidence on what
it is that determines the introduction of market-
ing innovations.



UDK 658.8.012.1(497.5)

MARKETING INNOVATIONS IN CROATIA 001.895:658.8>(497.5)

Further analysis can be directed toward explor- | lio. It might also be worth exploring if there are
ing the drivers of marketing innovations. Also, | any differences among the companies that in-
future research can aim at a detailed explora- | troduce various types of marketing innovations
tion of companies’ characteristics regarding the | and/or structure their portfolio of marketing in-
structure of their marketing innovation portfo- | novation in a different manner.
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