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ABSTRACT 
 The interactive natures of the innovation process in which non-technological activities are essential have been emphasized in 
literatures on innovation.  However, few works have taken into account the role of other innovative strategies such as 
marketing and organisational innovation, which may differ for firms that are in the service sector. This paper investigates the 
effect or importance of the introduction of marketing and organisational (non-technological) innovation on the performance of 
firms not only in manufacturing sector but also in the service sector.  This is the first Community Innovation Survey in 
Nigeria, 574 completed questionnaires were retrieved from the manufacturing sector and 228 from the service sector. The 
empirical results suggested that the four highly important reasons for introducing organisational and marketing innovation in 
Nigeria service and manufacturing firms and its effect on goods and services were significantly correlated. The result further 
revealed that in the service sector, the effect of organisational and marketing innovation on goods and services were significant 
but had negative coefficients. In conclusion, funding and infrastructures were the main obstacles that hindered innovation. 
Keywords: Organisational innovation, marketing innovation, Impact, Nigeria 

1. INTRODUCTION 
It is widely believed that innovation is a driver of economic growth and it is vital to evolving a knowledge economy [3]. 
Science and technology can only have meaningful impact on socio-economic transformation of countries if it can 
influence the processes of development and bringing of new products to the market. In the current competitive scenario 
it is necessary for firms to introduce innovation, whether technological or non-technological with high degree of 
observed effect on their processes and production for them to gain more advantage, and thus continuously introduce 
new products to the market. The importance and role of non-technological innovation in addition to that of 
technological innovation was stressed by the 3rd edition of the Oslo Manual [1] as well as recent Community 
Innovation Surveys. New processes, marketing methods or organizational methods are implemented when they are 
brought into actual use in the firm's operations [6]. 

2. NON-TECHNOLOGICAL INNOVATION  
Identifying the nature of innovation and factors that allow firms to innovate is of great importance for policy-making, 
especially within the developing country context [1]. Innovation policy is therefore centered on how firms can be 
supported in creating new products and bringing them to market [4].  
In the third edition of the Oslo Manual (2005), two types of innovation were included. These two types of innovation 
are defined in the 3rd edition of the Oslo Manual as follows: 
“An organisational innovation is the implementation of a new organisational method in the firm’s business practices, 
workplace organisation or external relations.” [1] 
“A marketing innovation is the implementation of a new marketing method involving significant changes in product 
design or packaging, product placement, product promotion or pricing.” [1] 
The first type of non-technological innovation is organisational innovation, which encompasses four types of practices: 
(a) New business practices for organising work or procedures (i.e. supply chain management, business re-engineering, 
lean production, quality management, education/training systems, etc.); (b) new knowledge management systems 
designed to improve information use or exchange, knowledge and skills within the enterprise or to collect and interpret 
information from outside the enterprise; (c) new methods of workplace organisation for distributing responsibilities and 
decision-making (i.e. team work, decentralisation, integration or de-integration of departments, etc.) and (d) new 
methods of organising external relations with other firms or public institutions (i.e. first use of alliances, partnerships, 
outsourcing or sub-contracting, etc  [1], [2].  An organisational innovation is the implementation of a new 
organisational method in the firm’s business practices, workplace organisation or external relations. Organisational 
innovations can be intended to increase a firm’s performance by reducing administrative costs or transaction costs, 
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improving workplace satisfaction (and thus labour productivity), gaining access to non tradable assets (such as non-
codified external knowledge) or reducing costs of supplies. The distinguishing features of an organisational innovation 
compared to other organisational changes in a firm is the implementation of an organisational method (in business 
practices, workplace organisation or external relations) that has not been used before in the firm and is the result of 
strategic decisions taken by management. 
According to OECD (2005), a marketing innovation is the implementation of a new marketing method involving 
significant changes in product design or packaging, product placement, product promotion or pricing. Marketing 
innovations are aimed at better addressing customer needs, opening up new markets, or newly positioning a firm’s 
product on the market, with the objective of increasing the firm’s sales. 
Marketing innovation according to the work of [2] was viewed in three dimensions: the first is the product strategy; 
second is the price strategy and the third promotion strategy. The three strategies can lead to tactical marketing actions 
such as changes in design or packaging, changes in sales or distribution methods, advertising or permanent exhibitions 
which tends is to increase the appeal for the firms’ products and/or to enter new markets. 
 In the 3rd edition of the Oslo Manual marketing innovation is clearly distinguished from product innovation, as the 
latter includes technical specifications and functional properties, whereas the first is defined as “the implementation of 
a new marketing concept or strategy that differs significantly from the enterprise’s existing marketing methods and 
which has not been used before. It entails significant changes in product design or packaging. The distinguishing 
feature of a marketing innovation compared to other changes in a firm’s marketing instruments is the implementation 
of a marketing method not previously used by the firm.  
This paper presents some of the results of Nigeria's first National Innovation Survey, conducted by the National Centre 
for Technology Management (NACETEM). The survey was carried out as part of the African Science, Technology and 
Innovation Indicators (ASTII) initiative of the NEPAD Planning and Coordinating Agency (NPCA). The overall 
objective of the study was to collect data on the state of innovation in both the manufacturing and service sectors of 
Nigeria. 
The paper is structured as follows. First we briefly discussed the characteristics of the two types of innovation examined 
in this paper (organisational and marketing) and their impact on boosting success rate in firms. Secondly we analyze 
data collected through a large government survey of enterprises. Finally we discuss implications of these findings and 
outline future research directions. 
Open questions we want to answer in the paper are: Are non-technological innovations really more prevalent in service 
industries than in manufacturing industries? 

3. METHODOLOGY 
The empirical analysis uses data from the recent Nigerian Innovation Survey. The survey measured the state of 
innovativeness of the manufacturing and service sectors in Nigeria. The survey was based on the “Guidelines for 
Collecting and Interpreting Innovation Data (2005)” jointly developed by the OECD, and the Eurostat popularly 
referred to as Oslo Manual. The questionnaire was also influenced partly by the Innovation questionnaire of South 
Africa which was based on the 3rd Community Innovation Survey (CIS). A structured questionnaire was used to obtain 
information from the eligible respondents in each enterprise between November, 2009 and July, 2010.  
Data was collected through a random stratified sampling of 1000 manufacturing firms and 500 service firms selected 
from the National Bureau of Statistics (NBS) Business Directory and the Nigerian Stock Market trade list. The 
stratification was done according to the International Standard Industrial Classification (ISIC) Rev.3.1. with firms 
whose activities falling between divisions 13 – 37 are classified as manufacturing while those whose activities fall 
between divisions 50 – 99 are classified as service. 
Initially, 574 completed questionnaires were retrieved from the manufacturing sector and 228 from the service sector. 
After final data cleaning, a total number of 521 cases were retained from the manufacturing sector and 207 from the 
service sector. Response rate was about 52% in the manufacturing sector and about 41% in the service sector. 

4.  RESULTS AND DISCUSSION  
A first step taken in the paper is to look at expanded figures on the prevalence of non-technological innovations in 
certain industry groups. This will be followed by multivariate analysis of the determinants of non-technological 
innovations for all firms and the subset of non-technological innovators. Before we conclude we will also present some 
expanded figures on the direct effects of organisational and marketing innovations and a multivariate analysis of the 
success of marketing and organisational innovations. 

4.1 Distribution of enterprises with technological and non-technological innovations 
Table 4.1 shows that the share of firms with technological innovations and non-technological innovations is equal to 
that in the manufacturing sector, but differs for the service sector analysed. In manufacturing 69% of all firms 
introduced technological innovations and 69% of all firms introduced non-technological innovations between 2005 and 
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2007. For the service sector the corresponding figures are 79% and 80%. The differences in the service sector industries 
indicate that the innovation activities of service industries are more focused on marketing and organisational 
innovations than on product and process innovations.  
The high shares of enterprises with non-technological innovations in particular in the service sectors are mainly driven 
by organisational innovations. Even in the manufacturing sector the share of enterprises with organisational 
innovations exceeds the share of the other three types of innovation. 

Table 1: Share of firms with technological innovations and non-technological innovations rate of Firms 
Percentage of Enterprises Manufacturing  service 
Enterprises with innovation  82.7 86.5 

Product only innovators  53.4 66.7 

Process only innovators 63.3 67.6 

Organizational innovation 68.2 74.4 

Marketing innovation 53.7 58.5 

Technological innovation 68.9 78.7 

Non-technological innovation 69.3 80.2 

 

4.1.1 Organisational Innovation  
During the three years (2005 to 2007), the most prominent organisational method of developing innovation is the 
‘organisational new or significantly improved knowledge management system’. About 52.8% and 65.7% of enterprises 
introduced this in the manufacturing and service sectors respectively. ‘A new or significant change in relation with 
other firms’ was the least organisational method employed by enterprises with 29.4% and 51.2% in manufacturing and 
service sectors (Table 4.2). New organisational methods in a firm’s external relations involve the implementation of 
new ways of organising relations with other firms or public institutions such as the establishment of new types of 
collaborations with research organisations or customers, new methods of integration with suppliers, and the 
outsourcing or subcontracting for the first time [2]. 

Table 2: Organisational Innovation in Nigerian Firms (Percentage) 
 
Organisational Methods  

 
Manufacturing 

 
Service 

Organisational new or significantly improved 
 knowledge management system  

 
52.8 

 
65.7 

Major changes to the organisation of work  52.0 60.9 

New or significant changes in relation with other firms  29.4 51.2 
 

4.1.2 Marketing Innovation 
About 49% of enterprises in service sector developed new or significantly changes to the design and packages of their 
product while the same number of firms developed new or significant changes in sales or distribution methods, such as 
internet sales, franchising, direct sales or distribution licenses. In the manufacturing sector, more firms developed 
significant changes to the design and packages (46.1%) than new or significant changes in sales or distribution (39.5%) 
as shown in the Table 4.3 below.  

Table 3: Marketing Innovation in Nigerian Firms (Percentage) 

Marketing Innovation Methods   Manufacturing Service 

Significant changes  to the design and packages   
46.1 

 
48.8 

New or significant changes in sales or distribution   
39.5 

 
48.8 

 
4.1.3 Effects of Organizational/Marketing Innovation on Firms 
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In this paper the effects of non-technological innovations and innovations in general was evaluated along several 
dimensions: the direct effects on quality and costs or indirect effects on the rate of return or sales volumes etc 
The direct effects of organisational innovations analysed in this paper are: a reduction in the time it takes a firm to 
respond to customer and supplier needs, an increase in the quality of a good or service produced, a reduction of the cost 
per unit output and improvements of employees’ satisfaction. 
A fundamental issue when assessing the impact of innovation activities on the success measures is the lag between 
activity and success [7]. Since only one Community Innovation Survey type that includes questions on non-
technological innovations exists in Nigeria, it not was possible to control for or test different lag structures. The 
estimated impacts of marketing and organisation innovations on success are potentially the immediate effects or the 
effects that are attributable to innovations introduced no longer than three years ago. It is also possible, however, that 
the measures of marketing and organisational innovations for the period 2005 to 2007 measure a general tendency of a 
given firm to introduce non-technological innovations. In that case we will not only measure the immediate impact, but 
an average of immediate impacts and impacts of past innovations. 
The effects of organisational or marketing innovations on the performance of both manufacturing and service sector 
firms are shown in Figure 1 below. The most important effect of organisational/marketing innovations on firm 
performance was improved quality (65.1%) while the least was reduced cost (23.3%).  

 
 

Figure 1: Total of Highly Important Effect of Organisational / Marketing Innovation on Firm Performance 
(Percentage) 

This follows a similar pattern when disaggregated by sector, 70.1% of firms in the manufacturing sector and 71.1% in 
the service sector had ‘improved quality of goods and services’ as the most important effect of organizational/marketing 
innovations on firm performance (Table 4.4). However, reduced costs per unit output was the least effect non-
technological innovations had on  products and services, 27.3% for manufacturing firms and 21.4% for firms in the 
service sector. 

Table 4: Showing highly Impact of Organizational /Marketing Innovation on Firms 
 

Percentage of Innovative Enterprises Manufacturi
ng 

Service 

Reduced time to respond to customer needs 50.4 61.7 

Improved quality of goods or services 70.1 71.1 

Reduced costs per unit output 27.3 21.4 

Improved employee satisfaction and reduced rates 34.3 43.2 

 
Starting with the binary choice variables, which indicate whether a firm introduced organisational and marketing 
innovation during the reference year (2005-2007) and what was the effect of these thinking on goods and service.   
The results for the entire range of the impact of organisational innovation and marketing innovation on goods and 
services produced in the service sector (Table 4.5) revealed that the coefficients of organisational and marketing 
innovation are significant but do not have the expected sign. 
Non-technological innovations has a positive impact on the time to respond to customers’ needs, improve profit margin 
of firms, improved the quality of goods or services and also to improved employee satisfaction and reduced rates. This 
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effect was significant for manufacturing sector and had a positive coefficient (see Table 4.6).  Surprisingly enough this 
effect can be solely attributed to the combination of organisational and marketing innovation in the manufacturing 
sector. On the other hand the effect of non-technological innovation was also significant but with a negative signs in 
the service sector. 

Table 5: The effect of marketing and organisational innovation introduced by firms in the service sector 
 
Marketing Innovation  Significance  
Reduced time to respond to customer needs  -.569** 

Improved quality of goods or services .540** 

Reduced costs per unit output -.418** 

Improved employee satisfaction and reduced rates  -.596** 

Organisational Innovation  
Reduced time to respond to customer needs  .631** 

Improved quality of goods or services -.728** 

Reduced costs per unit output -.531** 

Improved employee satisfaction and reduced rates   -.577** 

**Correlation is significant at the 0.01 level (2-tailed). 
(Reference year: 2005-2007) 
Table 6: Effect of non-technological innovation on goods and services introduced by firms in the manufacturing sector 
 

 
Effects of innovation  Market innovation 

Organisational  
innovation 

Reduced  time to respond to customer needs   
.285** 

 
.170** 

Improved quality of goods or services  
.376** 

 
.291** 

Reduced  costs per unit output  
.154** 

 
.140** 

Improved employee satisfaction and reduced rates   
.256** 

 
.227** 

**Correlation is significant at the 0.01 level (2-tailed). 
(Reference year: 2005-2007) 

4.1.4. Government Support/ Obstacles to Innovations 
Government’s role in the innovation system is to provide the necessary leadership through the provision of direct 
support to innovation in both the public and private sectors. It also influences the activities of other key actors using 
appropriate instruments and policies that structure the markets within which innovation occurs through regulation of 
market operations and industry structures [3],[5]. The survey reveals that government’s support for innovation was very 
low (Table 4.7). Only 1.8% of firms of Nigerian firms enjoyed any form of support from Federal government for 
innovation, 3.7% from State governments and 3.0% from Local governments. 1.8% enjoyed any form of support from 
Federal funding agencies; the least support of 1.2% came from foreign government/public sources while 2.5% came 
from other foreign sources. There was a low awareness among firms in Nigeria of government policies supporting 
innovation (Table 4.7). 14.3% of firms were aware of any government policies that support innovation. Government 
policies regarding funding (36.6%), infrastructure (26.8%) and market (19.7%) were the most important ones in the 
innovation process. About 39% of firms made use of government support in its innovation process with manufacturing 
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firms accounting for 50.3% and service sector firms for a meager 11.6%. The fact that R&D funding accounted for the 
least support for innovation among Nigerian firms (Figure 4.5) calls for policy shift towards innovation. This is 
supported by the fact that most Nigerian firms innovate without doing R&D. The low awareness of government support 
for innovation and the fact that only few firms enjoyed any form of support from government or its agencies is a source 
of concern which calls for urgent policy action. 

Table 7: Public financial Support for Innovation Activities 

 
Levels of government 

 
Manufacturing 

 
Service 

Local governments 2.5 0 
State governments 5.0 0.5 

Federal governments 3.8 1.0 

National funding agencies 2.1 1.0 

Foreign government/Public Sources 1.7 0 

Other foreign sources 2.7 1.9 

Firms that made use of Government Support  50.3 11.6 

Although various levels of government support innovation activities in Nigeria, the results from the study revealed that 
the level of support is still very low to have any impact on the economy of the country. 

Table 8: Government Policies Supporting Innovation (Percentage) 
Government Policies that support 
 Innovation activities 

Manufacturing Service 

Market 24.1 20.8 

Funding 31.6 8.3 

Infrastructure 17.7 16.7 

Macro-Economics 2.5 4.2 

Training 8.9 4.2 

Institution 15.2 41.7 

 
4.1.5. Obstacles/ Motivation to innovation activities of firms 
Factors hampering innovation activities in innovative and non-innovative enterprises for both manufacturing and 
service sectors are shown in Table 4.9. Access to funding and lack of infrastructure (64.3%) constituted the highest 
obstacles to innovation among firms. Lack of access to both internal (42.9%) and external (39.4%) funding was the 
highest obstacle to innovation among firms in Nigeria. Weak market incentives (8.87%) constituted the least obstacle to 
innovation among firms. This calls for urgent policy intervention to support infrastructure development in the country 
and facilitate easy access to cheap capital  ‘Satisfying customer demands’ (69.7%) and ‘product quality improvement’ 
(69.5%) were the main motivating factors for  innovation among firms in Nigeria (see Table 4.10) below. The least 
factor that motivated firms to innovate was ‘dealing with new competitors in export markets’ (36.6%). This is not 
surprising as majority of Nigerian firms exist without belonging to a group and produce mainly for local market. 

5. CONCLUSION AND POLICY RECOMMENDATION 
The Nigerian Innovation Survey is the most comprehensive attempt at measuring innovation in the country so far. The 
innovation survey was guided by international best practices and hence can be compared with results of similar surveys 
across the world. Although, caution must be exercised in reaching policy decisions from a single innovation survey, 
certain inferences can be made from its outcome. A high percentage of firms in Nigeria were innovative; though, most 
of these innovations were incremental. During the three years (2005 to 2007), the most prominent organisational 
method of developing innovation was the ‘organisational new or significantly improved knowledge management 
system’. In terms of marketing innovation, new or significant changes to the design and packages of the product and 
new or significant changes in sales or distribution methods of enterprises formed the core of the innovation activities. 
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Improvement in quality of goods and services were agreed by firms as the greatest impact that the introduction of 
organisational and marketing innovations had on their performance. 
It is worth noting that in all cases, the coefficient of the interaction between organisational innovation/marketing 
innovation and their effect on goods and services produced in the service sector has a negative sign, suggesting a 
substitution effect of non-technological innovation on goods produced. The relationship between non-technological 
innovation and its impact on goods and services is itself an interesting issue that begs more understanding. 
The results also show that the firms were mostly not export-oriented; and that competition in export markets was the 
least motivating factor for innovation. The challenge of funding and infrastructure were the main obstacles to 
innovation among the firms even though the highest government policies that supported firms’ innovation activities  as 
rated by these firms were also infrastructure and funding for firms in the manufacturing sectors while the policies that 
supported the activities of the firms in the service sector were institutional and market policies     
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Table 9: Highly Important Factors that Hampered Innovation Activities in Firms 
 
 
Percentage of Enterprises 

 
 

Manufactu
ring 

 
 

Service 

Cost Factors  Lack of funds within your enterprise or group 50.3 37.6 
Lack of finance from sources outside your 
enterprise 

45.8 36.2 

Innovation costs too high  42.2 38.3 
Knowledge Factors Lack of qualified personnel 10.6 12.9 

Lack of information on technology  14.9 16.1 
Lack of information on markets 11.2 17.7 
Difficulty in finding cooperation partners for 
innovation 

16.2 15.4 

Market Factors Market dominated by established enterprises 21.2 22.5 
Uncertain demand for innovative goods or 
services  

16.7 11.1 

Market dominated by foreign substitutes 27.3 23.3 
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Consumers unwillingness to pay higher price 
for better quality  

44.2 40.4 

Facilities / 
Infrastructure 

Lack of infrastructures e.g. electricity 73.2 62.4 
Inadequate facilities e.g. laboratory  
 

27.7 35.9 

No need because of no demand for 
innovations 

10.4 8.9 

 
 

Table 10: Motivation for Innovation 

 
Percentage of Innovative Enterprises 

 
Manufacturing 

   
Service 

Lower production costs 64.8 46.1 
Replace old product generations  52.9 52.3 
Extend product range  62.3 41.4 
Deal with new competitors at home  53.2 64.7 
Deal with new competitors in export markets 28.1 38.1 
Improve product quality 88.4 73.9 
Improve working conditions 75.6 61.8 
Develop more environmental-friendly product/processes 70.6 59.9 
Comply with Nigerian laws and standards 76.2 63.1 
Avail of government support 52.8 48.0 
Take advantage of new technology 67.2 68.6 
Deal with the challenge of new technology 64.2 61.4 
Satisfy customers demands 84.6 81.6 
Deliberate in-house efforts 49.6 49.0 
Other reasons 43.7 44.6 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


