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ABSTRACT
AN EMPIRICAL INVESTIGATION OF THE LINK BETWEEN MARKET
ORIENTATION AND NEW PRODUCT PERFORMANCE: THE MEDIATING
EFFECTS OF ORGANIZATIONAL CAPABILITIES
Tiirkan Dursun-Kilic
0Old Dominion University, 2005
Director: Dr. John B. Ford

In today’s business world, one of the most important problems that companies
encounter is new product failure. The high product failure rate has been a major concern
for practitioners for many years. It was reported that almost half of the new products
introduced each year will actually fail (e.g., Sivadas and Dwyer 2000; Zirger and
Maidique 1990). Given the fact that the increasing level of technological advancement,
consumer expectations, and domestic as well as international competitive pressures
continue to shorten the product life cycle for new products, it has become extremely
important for companies to understand the critical determinants of new product success
and failure and to be able to develop satisfactory, failure-free, and long-living products
for markets.

The fact that the economic survival of a firm is unarguably dependent upon the
successful development and introduction of new products has motivated many scholars to
investigate the potential antecedents of new product performance over the last three
decades (e.g., Ayers, Dahlstrom, and Skinner 1997; Cooper 1979, 1983, 1990; Cooper
and Kleinschmidt 1988; Moorman and Miner 1997). In a number of studies, a market
orientation has been presented as a significant factor that positively affects new product

performance (e.g., Atuahene-Gima 1995; Cooper 1990, 1994; Cooper and Kleinschmidt

1988, Slater and Narver 1994a, 1994b). In spite of its significance, the relationship
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between market orientation and new product performance has received scant scholarly
attention (e.g., Atuahene-Gima 1995).

This research study aims to fill this void in the literature. The overall objective of
the study is twofold: (1) to empirically investigate the suggested link between market
orientation and new product performance and (2) to identify the organizational- and
project-level mediators and their interrelationships that facilitate this link. A market-
oriented culture is expected to encourage certain behaviors (Narver and Slater 1990) and
build/maintain certain skills and capabilities (Day 1994; Slater and Narver 1994b). The
purpose of the suggested model is to identify the behaviors, skills, and capabilities of a
market-oriented culture that are prone to significantly affect new product performance. A
comprehensive theoretical model was suggested based on a careful review of the
literature.

The suggested model was tested with data from a sampling frame consisting of
U.S. manufacturing companies listed in the D&B Million Dollar Database. A sample of
1,804 manufacturing companies was selected from the sampling frame using systematic
random sampling. A self-administered questionnaire package was sent to the marketing
manager / executive of each selected company with two waves of mailings employed. A
total of 129 companies responded to the survey. Of those, 111 responses were usable.
The sample covered a wide spectrum of industries and businesses. The fit of the model
was assessed using confirmatory factor analysis (CFA) in AMOS 4.

The study revealed that there was no significant relationship between market
orientation and organizational innovativeness. A strong positive relationship between
market orientation and learning orientation was found which indicated that the internal

environment of an organization can affect the degree to which the organization is
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learning-oriented. Thus, a learning orientation was proved to be a consequence of a
market orientation. The study findings support the notion that a learning orientation can
be viewed as a cultural antecedent of organizational innovativeness or innovation
orientation as suggested by Hurley and Hult (1998). A higher level of market orientation
within an organization resulted in a higher level of integration between the marketing and
R&D/engineering functions in the new product development (NPD) process/project
undertaken by the organization. A market orientation was also found to have a significant
positive effect on the organizational memory level pertinent to the new product’s domain.
Higher levels of organizational memory pertaining to the new product project resulted in
better overall new product performance in the absence of environmental moderators (i.e.,
competitive intensity, market and technological turbulence). Thus, organizational
memory level served as a mediator between market orientation and new product
performance. The organizational memory dispersion associated with the new product
category had a significant positive effect on the integration between marketing and
R&D/engineering functions in the new product development process/project undertaken
by the organization. Furthermore, the possible moderating effects of the organization’s
age on various links in the suggested model were also investigated. The study results
revealed that a market orientation significantly affects a learning orientation for both
young and old organizations. However, there was no significant difference in the strength
of these effects across the two groups. In the final chapter of this study, managerial
implications of the research results were discussed, limitations of the study were

addressed, and future research suggestions were provided.
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CHAPTER ONE

INTRODUCTION

Today’s business world is evolving very rapidly. The competitive environment
has become more turbulent and more complex. Significant demographic and
socioeconomic shifts have occurred. Customers are becoming more demanding and more
sophisticated (Slater 1997). Both domestic and international product markets are
characterized as fragmented and intensely competitive (Cooper 1984; Slater 1997) with
slowing growth patterns (Cooper 1984). Technological change/advancement has been
rapid and discontinuous. All of these changes in the competitive environment have led to
shortened product life cycles (Slater 1997).

In such an environment, firms are pressured “to develop new products and
services that are both timely and responsive to customer needs” (Olson, Walker, and
Ruekert 1995, p.48). New product introductions/innovations are acknowledged as critical
for firms to survive in the competitive global marketplace (Manu and Sriram 1996) by
creating long-term growth and prosperity (Cooper 1984; Holt 1985). In order to do this,
firms face a number of challenges.

1.1. An Emergent Problem: New Product Failure

In today’s business world, one of the most important problems that companies
encounter is new product failure. The high product failure rate has been a major concern
for practitioners for years. It was reported that almost half of the new products introduced
each year will actually fail (e.g., Sivadas and Dwyer 2000; Zirger and Maidique 1990).
Cooper (1988) noted that only one of every four new product projects succeeds

commercially. Other estimates indicate failure rate is at anywhere from 35 to 45 percent
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2
(Boulding, Morgan, and Staelin 1997; Business Week 1993; Wind 1982). While there are

different rates reported, the issue is absolutely a critical one for firm survival in intensely
competitive markets.

In spite of the tremendous amount of effort towards improving the product
success rate, there has been little significant improvement over the past 25 years
(Boulding, Morgan, and Staelin 1997; Business Week 1993; Wind 1982). Despite the
increasing attention of the marketing, operations, R&D, and business strategy disciplines
to new product development (NPD), and dramatic advances in the sophistication of
marketing research and modeling techniques, the new product success rate has shown
little improvement over time (Urban and Hauser 1993; Wind and Mahajan 1997).

Each year, billions of dollars are spent on industrial R&D in the U.S. alone
(Calantone and Cooper 1981). Despite the high risk and cost structure associated with
new product development, companies are forced by extremely competitive product
markets to develop new products to survive (e.g., Sharp develops and introduces
approximately 5,000 new products each year [Smith 1995]). Sivadas and Dwyer (2000)
stated that “Organizations . . . find themselves in a double bind. On the one hand they
must innovate consistently to remain competitive, but on the other hand innovation is
risky and expensive” (p.31).

New products benefit companies by increasing their sales, profits, and competitive
strength (Sivadas and Dwyer 2000). Kortge and Okonkwo (1989) suggested that new
products significantly contribute to a firm’s profitability. On average, the authors noted
that 36.5 percent of a firm’s current sales were derived from new products that had been

introduced over the previous five years. Ayers, Dahlstrom, and Skinner (1997, p.107)
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reported that 25% of corporations’ sales came from products introduced in the past three
years (Also see Mahajan and Wind 1991). For instance, 3M expects to get 30% of its
revenues from new products developed within the last four years (Smith 1995). Cooper
(1996) suggested that new products introduced within the last three years represented, on
average, 28.4 percent of annual sales. Based on his own research, Cooper (1981) reported
that 39.1% of current sales of industrial product firms are obtained from new products
introduced within the last five years. In brief, new products significantly contribute to the
continuous growth of the firm. It has been acknowledged by many scholars that new
products have a profound role to play in firm survival (e.g., Cooper 1981, 1996; Sivadas
and Dwyer 2000).

Clearly, since R&D resources are limited and the stakes are so high, companies
should be able to know what types of new products are more likely to be successful prior
to development, and those products that have greater potential for success should be
selected (Calantone and Cooper 1981). Given the fact that the increasing level of
technological advancement, consumer expectations, and domestic as well as international
competitive pressures continue to reduce the product life cycle for new products, it has
become extremely important for companies to understand the critical determinants of new
product success and failure and to be able to develop satisfactory, failure-free, and long-
living products for markets. The fact that the economic survival of a firm is unarguably
dependent upon the successful development and introduction of new products has
motivated many scholars to investigate the potential antecedents of new product

performance over the last three decades (e.g., Ayers, Dahlstrom, and Skinner 1997;
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Bayus, Jain, and Rao 1997; Cooper 1979a, 1979b, 1983, 1990a; Cooper and
Kleinschmidt 1988; Moorman 1995; Moorman and Miner 1997).

A group of studies on new product performance has predominantly investigated
project-level, activity- or process-based factors as the potential determinants of new
product success (e.g., Cooper 1979a, 1979b; Kalyanaram and Krishnan 1997; Link 1987).

Product uniqueness and superiority, market knowledge and marketing proficiency, and
technical and production synergy/proficiency were addressed as the most important
predictors of new product success (Cooper 1979b). Management of launch execution,
synergy of new product with existing business, completeness of market intelligence,
product/market attractiveness, novelty of product, and quality of product were all found to
be closely linked to new product success (Link 1987). Furthermore, the quality of the new
product development process (Cooper 1996), the process of product definition
(Kalyanaram and Krishnan 1997), the tactics used for launching new products (Beard and
Easingwood 1996), and the timing of introduction (Bayus, Jain and Rao 1997) have been
emphasized as the potential drivers of new product success as well.

Another stream of past research on new product performance has addressed
organizational-level predictors of new product performance (e.g., Ayers, Dahlstrom and
Skinner 1997; Gupta, Raj and Wilemon 1986; Moorman and Miner 1997). R&D-
marketing integration (Ayers, Dahlstrom and Skinner 1997; Gupta, Raj and Wilemon
1986), the team approach in new product development (Olson, Walker, and Ruekert
1995), information utilization processes within organizations (Moorman 1995), the stored
knowledge or organizational memory (Moorman and Miner 1997), and managerial

controls/relational norms (Ayers, Dahlstrom and Skinner 1997) have been investigated as
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possible determinants of new product performance.

In a number of studies, a market orientation has been presented as a significant
factor that affects new product performance (e.g., Appiah-Adu 1997; Atuahene-Gima
1995; Cooper 1990a, 1994; Cooper and Kleinschmidt 1988; Pelham and Wilson 1996;
Slater and Narver 1994a, 1994b). In spite of its significance, the relationship between
market orientation and new product performance has received scant scholarly attention
(e.g., Atuahene-Gima 1995; Gatignon and Xuereb 1997; Li and Calantone 1998). Most
studies on market orientation have related market orientation to organizational
performance (e.g., Han, Kim, and Srivastava 1998; Jaworski and Kohli 1991, 1993; Kohli
and Jaworski 1990; Narver and Slater 1990). However, the number of studies that
specifically investigate the link between market orientation and new product performance
has been very limited (e.g., Atuahene-Gima 1995; Gatignon and Xuereb 1997; Li and
Calantone 1998). There may be two possible reasons for this void in the literature. First,
new product performance has not been totally ignored, but, often overlooked, and
considered as a part of organizational performance in most market orientation studies
(e.g., Appiah-Adu 1997; Pelham and Wilson 1996; Slater and Narver 1994a). New
product performance has often been represented by a single-item measure (i.c., new
product success rate). This narrow perspective and conceptualization of new product
performance has precluded scholars from a better understanding of the suggested link.
Second, even though the link between market orientation and new product success has
long been acknowledged, few scholars have actually emphasized this link as a robust
research avenue for future studies (e.g., Atuahene-Gima 1995; Kohli and Jaworski 1990;

Narver and Slater 1990).
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Indeed, the potential link between market orientation and new product
performance deserves closer attention of researchers for two reasons: First, as addressed
earlier, the new product failure rate has been alarmingly high for many years. Elaborating
the suggested link between market orientation and new product performance may provide
valuable insights for both academics and practitioners on how to resolve this business
problem. Second, many studies have revealed that organizational variables (i.e.,
organizational memory, innovativeness, managerial controls, and cross-functional
integration) may significantly affect new product outcomes (e.g., Ayers, Dahlstrom and
Skinner 1997; Moorman 1995; Moorman and Miner 1997). Past research has suggested
that market orientation is likely to affect some of those organizational variables such as
integration (Millman 1982), memory (Sinkula 1994), and innovativeness (Hurley and
Hult 1998) that impact new product outcomes. Market orientation has been viewed as a
form of organizational culture having the potential to generate certain behaviors (Narver
and Slater 1990), skills, and capabilities (Day 1994; Slater and Narver 1994b) that lead to
superior business performance (Narver and Slater 1990). Innovativeness (Han, Kim, and
Srivastava 1998), and collective learning or memory (Day 1994) are among those special
capabilities and skills. Empirically investigating the validity of these suggested links may
provide a better appreciation for the essence of superior new product performance.

In this study, the link between market orientation and new product performance
will be investigated through a theoretical model. Before presenting the anecdotal and
empirical evidence that market orientation is positively linked to new product

performance, the market orientation literature will be briefly reviewed in the next section.
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1.2. Market Orientation in Practice and Research

The increasing complexity, uncertainty, dynamism and competitive intensity of
the global business macro-environment have made “knowledge” one of the most valuable
assets of an organization (Deshpandé, Farley, and Webster 1993; also see Petham 1997).
The inevitable need for knowledge creation and utilization in order to reduce
environmental uncertainty and complexity has stimulated firms to develop organization-
wide, customer-focused, market-oriented organizational cultures (Pelham 1997).
Knowledge and knowledge-creation mechanisms in an organization have been viewed as
a crucial resource for an organization in addition to the traditional resources of production
such as labor, land, and capital (Li and Calantone 1998). Popular books such as In Search
of Excellence (Peters and Waterman 1982) and 4 Passion for Excellence (Peters and
Austin 1985) have motivated some American managers to develop a market orientation in
their organizations (Pelham 1997).

Market orientation is briefly defined as the implementation of the marketing
concept. The market orientation literature has been marked by two widely-acknowledged
perspectives on market orientation (Jaworski and Kohli 1996). These are (1) a
behavioral/activities/process perspective (e.g., Day 1994; Kohli and Jaworski 1990), and
(2) a cultural perspective (e.g., Deshpandé, Farley, and Webster 1993; Hurley and Hult
1998; Narver and Slater 1990). According to Kohli and Jaworski (1990), market
orientation concentrates on “ongoing behaviors and activities in an organization”
(Jaworski and Kohli 1996, p.121) including customer and competitor intelligence
generation, dissemination of this intelligence throughout the firm, and responsiveness to

it. Narver and Slater (1990), however, view market orientation as “the organizational
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culture that most effectively and efficiently creates the necessary behaviors for the
creation of superior value for buyers and, thus, superior performance for the business”
(p.21). According to Narver and Slater (1990), market orientation has three important
components: customer orientation, competitor orientation, and interfunctional
coordination.

The present study adopts a cultural perspective on market orientation and uses the
MKTOR scale suggested by Narver and Slater (1990) for several reasons: First, the model
suggested in this study is based on the cultural view of a market orientation. The view of
a market orientation as an integral part of firm culture is of critical importance for the
foundation of the suggested model. The MKTOR scale is more consistent with this
perspective of a market orientation than the MARKOR scale suggested by Kohli,
Jaworski, and Kumar (1993). Second, Narver and Slater’s (1990) conceptualization of a
market orientation (i.e., customer orientation, competitor orientation and inter-functional
coordination) in the MKTOR scale allows the establishment of the links between market
orientation and the other variables of the model at the component-level. In other words,
the links between each dimension of the MKTOR scale and the other variables of the
model are largely supported by the literature. It is relatively easier to justify the
hypotheses of the model using Narver and Slater’s (1990) conceptualization and scale.
Third, Pelham (1993) and Oczkowski and Farrell (1998) believed that the MARKOR
scale does not include those measurement items that reflect the essences of providing
value for customers. Therefore, they considered this scale a very narrow
conceptualization of a market orientation. Statistically, Oczkowski and Farrell (1998)

found that the MKTOR scale seemed to be more reliable than the MARKOR scale.
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Finally, the MKTOR scale has been widely acknowledged and frequently used by
renowned scholars in market orientation studies (e.g., Gatignon and Xuereb 1997; Han,
Kim, and Srivastava 1998; Lukas and Ferrell 2000; Siguaw, Brown, and Widing 1994).

Research on market orientation has emerged recently and received substantial
interest from marketing scholars (Deshpandé and Farley 1996). A large volume of studies
on market orientation has focused on such descriptive issues as how companies
implement market orientation strategy in their respective organizations (e.g., Day 1990,
1994, 1998; Ruekert 1992). Another significant stream of research on market orientation
concentrated on developing more reliable and valid market orientation measurement
scales (e.g., Deng and Dart 1994; Deshpandé and Farley 1996; Jaworski and Kohli 1993;
Kohli, Jaworski, and Kumar 1993; Narver and Slater 1990). Some of these studies have
focused on making a comparison or criticism of the extant measurement scales (e.g.,
Deshpandé and Farley 1996; Oczkowski and Farrell 1998). The current research direction
has been towards developing more parsimonious and reliable measures of market
orientation that have potential for global and inter-industry applications (e.g., Deshpandé
and Farley 1996; Kohli, Jaworski, and Kumar 1993).

A substantial amount of research explores the relationship between market
orientation and business performance in a single or a multi-industry context in the U.S.,
as well as in international settings (e.g., Deshpandé, Farley and Webster 1993; Han, Kim,
and Srivastava 1998; Jaworski and Kohli 1991, 1993; Kohli and Jaworski 1990; Narver
and Slater 1990; Pelham and Wilson 1996). Within this specific research context, the
moderating or mediating effects of various organizational variables (i.e., learning

orientation, innovativeness, and so on) on the relationship between market orientation and
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10
firm performance (e.g., Baker and Sinkula 1999; Han, Kim, and Srivastava 1998; Hurley

and Hult 1998) have been a popular research subject.

Given that recently the research attention to the exploration of the market
orientation-performance linkage has grown dramatically, it is surprising that, to date, a
very limited number of empirical studies have explored the potential link between market
orientation and new product performance either directly (e.g., Atuahene-Gima 1995;
Gatignon and Xuereb 1997; Li and Calantone 1998) or indirectly (e.g., Pelham 1997
Pelham and Wilson 1995; Slater and Narver 1994a). Apparently, current research has
failed to explore the relationship between market orientation and new product
performance in more specific studies. In the following section, the potential link between
market orientation and new product performance is elaborated.

1.3. Market Orientation — New Product Performance Link

In the 1990s, many firms have started to share the notion that they will be more
profitable if they can develop and maintain a strong market orientation within their
organization, especially in the area of new product development and R&D (Hauser,
Simester, and Wernerfelt 1996). These goals were the top-listed, top-ranked, emergent
research priorities of The Marketing Science Institute (MSI) between 1992 and 1994
(Hauser, Simester, and Wernerfelt 1996). Narver and Slater (1990, p.33) suggested that
researchers should investigate the relationship between market orientation and various
performance dimensions, such as new product success, more specifically. According to
Slater and Narver (1994b), the current empirical research has shown that there is “a
strong relationship between market orientation and several measures of business

performance, including profitability, customer retention, sales growth and new product
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11
success” (Slater and Narver 1994b, p.22).

It is widely acknowledged that a thorough knowledge of user needs is a very
important factor for the success of product innovation (e.g., Baker, Siegman, and
Rubinstein 1967; Kulvik 1977; Myers and Marquis 1969; Robertson 1973; Rothwell,
Freeman, Horsley, Jervis, Robertson, and Townsend 1974). A series of studies conducted
by Robert G. Cooper (e.g., Cooper 1979a, 1979b, 1983, 1984, 1997; Cooper and
Kleinschmidt 1988) tried to identify either the keys to new product success or the reasons
for failure. Often these were retrospective studies based on actual results of earlier new
product development projects and lists of basic variables that impacted these outcomes.
The data used for these studies was obtained from Project NewProd. NewProd is a series
of research studies that identify the factors that underlie new product success and failure.
These studies were first conducted in the early 1970s. They investigated nearly 1000 new
product case histories in more than 250 companies in North America and Europe (Cooper
1990a).

Cooper (1979b) suggested that the success of industrial products is primarily
dependent upon the firm’s market orientation — market-oriented activities, market
information, and the marketing mix. Cooper (1983) recognized that: 1) a strong market
orientation, 2) management action, 3) a product with real customer advantages, and 4)
successful innovation fostered by internal communication and coordination between
internal groups were all necessary for the success of new industrial products.

Cooper (1984) explored whether a new product strategy that a firm chooses to
pursue affects the success of the new product program. New product performance was

measured by a variety of measures, including the percentage of current company sales

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



12
made up by new products, the extent to which the new product program met its

performance objectives, the success of the program relative to competitors, the overall
success of the program and so on. The author used a sample of 170 industrial product
companies recently involved with new product development that were located in the
provinces of Ontario and Quebec, Canada. The target respondents were managers. A
response rate of 72% was achieved. The author noticed that a small group of companies
(15.6% of the sample) with a balanced strategy had exceptionally higher new product
performance than the other companies studied regardless of firm or industry type. These
firms were “technologically sophisticated, oriented, and innovative” (Cooper 1984, p.155,
originally in italics). These firms successfully balanced their technological power with a
strong market orientation through a greatly focused program.

Cooper (1997) identified five stages and five gates between idea generation and
post implementation review (PIR) in a stage-gate process of new product development
(see Figure 1.1). These stages include, orderly, preliminary investigation, business case
preparation, development, testing, and launch. These gates include, orderly, initial
screen, second screen, decision on business case, post-development review, and decision
to launch (see Cooper 1997, p.22-23 for more information on a stage-gate process). Here,
each stage covers “a set of prescribed or mandated parallel, cross-functional activities,
and builds in best practices” (Cooper 1997, p.22). There are go/kill decision points
between these stages which are called ‘gates’. These gates function as filters that “open or
close the door for projects to move to the next stage, and weed out the mediocre projects”

(p-22). Through this process, a “funneling effect” is created (Cooper 1997, p.22).
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Figure 1.1 A Stage-Gate Process of New Product Development (Cooper 1997, p.22).

Post-
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Idea Preliminary Business case Development Testing Launch
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Cooper (1997) argued that especially the early stages of the new product
development process are critical to the success of the new product. The stages of
preliminary investigation and business case preparation are the critical early stages of
new product development. These early stages are labeled by the author as the ‘up-front
homework’, ‘building the business case’, or the ““fuzzy” front end’. In the preliminary
investigation, “the technical and marketplace merits” of the proposed new product project
are evaluated in a quick manner (Cooper 1997, p.22). The preliminary investigation stage
includes preliminary market assessment, preliminary technical assessment, and
preliminary business assessment. Business case preparation consists of detailed market
studies (i.e., market analysis, user needs-and-wants study, value-in-use study, competitive
analysis, and concept tests), detailed technical assessment, operations assessment, and
detailed financial analysis and risk assessment. The quality and the adequacy of these
activities that are undertaken in the early stages have a “pivotal” role in the outcomes of

the new product development process (Cooper 1997, p.21). The author contended that a
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strong preparatory analysis can increase new product success by 43.2%. Drawing on his
extensive work on new product success, Cooper (1997) suggested that “Successful
businesses emphasize the voice of the customer and a strong market orientation,
especially in the early stages” (p.21, originally in italics). The author sees the lack of
market analysis, especially in the early stages of the development, as the most important
factor in new product failures.

Most of the studies by Robert G. Cooper suggest that a strong market orientation
has a very crucial role to play in new product success. According to Cooper (1984), being
market-oriented means that the firm has “a strongly market oriented new product process;
it was dominated by a marketing group; the firm is proactive in identifying market needs;
and new product ideas tended to be market-derived” (Cooper 1984, p.156). He also stated
that “the process is not dominated by a technical group” (Cooper 1984, p.161). Cooper’s
(1984) definition of market orientation is closely related to the definitions of market
orientation suggested by Kohli and Jaworski (1990) and Narver and Slater (1990).

These studies suggest the existence of a positive relationship between market
orientation and new product performance. However, the sampling frames and/or the
research methodologies used in these studies were limited in that: 1) many of these
studies used industrial new product development projects in the sampling frame (e.g.,
Cooper 1979b,1984,1994) and 2) these studies identified a “strong market orientation” as
one characteristic of a successful new product project in addition to many other
characteristics and failed to investigate the relationship between market orientation and
new product performance in a well-grounded theoretical framework (e.g., Cooper 1979b;

Cooper and Kleinschmidt 1988).
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Another group of studies have superficially investigated the relationship between
market orientation and new product success in the context of the market orientation-
company performance linkage (e.g., Greenley 1995¢; Pelham and Wilson 1995; Pelham
1997, Slater and Narver 1994a). Slater and Narver (1994a) investigated possible
moderating effects of competitive environment on the strength of the relationship
between market orientation and firm performance. Their sample consisted of 81 strategic
business units within a forest products company and 36 strategic business units in a
diversified manufacturing corporation (Slater and Narver 1994a). Market performance
was measured by the respondent’s assessment of SBU’s return on assets (ROA), sales
growth, and new product success relative to all other competitors in the SBU’s principal
served market over the past year. This study showed that market orientation is positively
associated with sales growth and new product success.

Greenley (1995c¢) investigated the link between market orientation and company
performance in the UK context. His model was similar to that of Narver and Slater
(1990). Market orientation was measured by the scale suggested by Narver and Slater
(1990). Company performance was measured by return on investment, new product
success rate and sales growth. A survey was conducted over a sample of 1000 UK
companies. The target respondents were the managing directors or CEOs. The sample
included both consumer and industrial products companies as well as service and product
companies in similar proportions. The study results indicated that the relationship
between market orientation and firm performance is moderated by environmental factors.
Based on the study results, the author concluded that maintaining a market orientation

may not be beneficial under the circumstances of high market turbulence, low customer
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power, and high technological turbulence. It was observed that technological change has a

moderating effect on the market orientation-performance relationship when performance
was measured by new product success rate. In other words, technological change
moderates the relationship between market orientation and new product performance.
This relationship is positive when the rate of technological change is low (Greenley
1995c¢).

Pelham and Wilson (1995) explored the relationship between market orientation
and firm performance in a theoretical model with a sample of small firms. New product
success was treated as a dimension of marketing effectiveness. The propositions were
tested by using longitudinal data for 1992-1993 from a university’s database. The target
informants were presidents or CEOs of 68 small Michigan firms operating in a variety of
industries. The authors concluded that by maintaining a strong market orientation, small
firms can increase their marketing effectiveness (new product and market development
success), market/growth share, and profitability. Similarly, Pelham (1997) investigated
the mediating effects on the relationship between market orientation and profitability. In
this research, firm performance was measured by firm effectiveness (i.e., relative product
quality, new product success, and customer retention), growth/share (i.e., sales level,
growth rate, and target market share), and profitability (i.e., return on equity, gross
margin, and return on investment). The author surveyed a sample of 160 industrial firms.
According to the results, market orientation has a direct and significant impact on firm
effectiveness (i.e., new product success). Firm effectiveness serves as a mediating
variable between market orientation and the firm performance dimensions of sales

growth/market share and profitability.
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Most studies found a positive connection between market orientation and new

product success (e.g., Pelham and Wilson 1995; Pelham 1997; Slater and Narver 1994a).
A few studies found a conditional relationship between these variables (e.g., Greenley
1995¢).

However, these studies have a few common drawbacks that need to be addressed.
First, these studies failed to investigate the relationship between market orientation and
new product performance in a more specific manner. In other words, these studies viewed
new product success as a component of overall business performance. Their main focus
was to investigate the market orientation-organizational performance link. Second, in
these studies, new product success was mostly measured by a single-item measure such as
new product success rate (Greenley 1995c), and relative new product success (Slater and
Narver 1994a). This kind of measurement may not effectively reflect the essence of new
product performance. New product performance is a multi-dimensional construct (Cooper
and Kleinschmidt 1995; Griffin and Page 1993). The present study aims to overcome
these drawbacks. It investigates the potential relationship between market orientation and
new product performance with new product performance being assessed using a
multidimensional scale.

There have been several current research attempts to explain this postulated
positive relationship in a theoretically-grounded and empirically-tested model (e.g.,
Atuahene-Gima 1995; Gatignon and Xuereb 1997; Li and Calantone 1998). These studies
have been designed to specifically examine the relationship between market orientation
and new product performance. However, this research effort has not been sufficient to

fulfill the void in this area. The shortcomings of these studies will now be discussed.
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Atuahene-Gima (1995) investigated the relationship between market orientation

and new product development activities and performance along with the effects of
environmental conditions and product characteristics for a sample of 275 Australian
manufacturing and service firms. The study provided strong support for the linkage
between market orientation and new product development and performance; however, the
conceptualization and operationalization of market orientation was different from that of
Narver and Slater (1990) and Jaworski and Kohli (1993). Market orientation was
operationalized by the following three sub-constructs developed by the author: (1)
collection and use of market information, (2) development of market-oriented strategy,
and (3) implementation of market-oriented strategy (Atuahene-Gima 1995).

The present study differs from that of Atuahene-Gima (1995) in three ways: First,
the present study assesses the degree of market orientation by an accepted and often
validated scale developed by Narver and Slater (1990). The use of this scale is expected
to increase the comparability of the results. Second, the study by Atuahene-Gima (1995)
failed to explore the mediating effects of organizational- and project-level process
variables between market orientation and new product performance. The present study
aims to fill this gap by investigating the mediating impacts of various process variables
that are believed to influence new product performance (i.e., learning orientation,
organizational memory level and dispersion, innovation orientation, and marketing/R&D
integration). Finally, the current research is conducted in a U.S. setting with a larger
sample.

Gatignon and Xuereb (1997) examined three different strategic orientations of the

firm (customer, competitor, and technological) in the context of product innovation. They
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attempted to explain which strategic orientations lead to the development of products
with the “right” characteristics. The authors developed a structural model linking the
strategic orientation of the firm to the performance of a new product. According to
Gatignon and Xuereb (1997), the strategic orientation of a firm consists of three distinct
orientations: customer, competitor, and technology (or product). Even though Gatignon
and Xuereb (1997) introduced the term interfunctional coordination under the title of the
firm’s strategic orientation, they did not place it under the firm’s strategic orientation in
their suggested framework. They viewed interfunctional coordination as an important part
of the organizational structure. Customer orientation, competitor orientation, and
interfunctional coordination were measured by scales suggested by Narver and Slater
(1990). The suggested model was tested with a sample of 3000 marketing executives
randomly drawn from a commercial list containing a wide range of industries in the U.S.
A total of 393 marketing executives completed the survey. The resulting response rate
was 14%. The study results indicated that consumer and technology orientation together
in markets in which demand is relatively uncertain led to products that performed better.
Additionally, a competitor orientation was found useful to market innovations when
demand was not too uncertain (Gatignon and Xuereb 1997).

This study by Gatignon and Xuereb (1997) gave valuable insights into the
appropriate operating conditions for each strategic orientation. However, it failed to
explore the overall impact of a market orientation on new product performance. Instead,
the study used a component-wise approach and viewed each component of market
orientation as a distinct alternative orientation with different new product outcomes and

characteristics. The authors treated interfunctional coordination as a driver of the
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interactions among the three types of orientation. The current study considers market
orientation as an integral element of a firm’s culture rather than a strategic orientation of
the firm. Here market orientation will be represented by three dimensions (e.g., customer
orientation, competitor orientation, and interfunctional coordination). These dimensions
are seen as complementary to each other, not as alternatives to each other. Additionally,
the study by Gatignon and Xuereb (1997) did not explain the process or interplay between
organizational- and project-level variables that help to establish a bridge between the
firm’s strategy and new product success/characteristics. Accordingly, the current study
explores the various moderators of the suggested relationship between market orientation
and new product performance.

Li and Calantone (1998) explored the effect of market knowledge competence on
new product advantage and new product performance with a sample of 1074 U.S.
software companies. New product advantage served as a mediating variable between
market knowledge competence and new product market performance. The major results
of the study suggest that market knowledge competence enhancing new product
advantage leads to better new product market performance (Li and Calantone 1998). Li
and Calantone’s (1998) definition of market knowledge competence is closely associated
with the elements of a market orientation. Market knowledge competence is defined as
“the processes that generate and integrate market knowledge” (Li and Calantone 1998,
p.14). In other words, market knowledge competence is a series of processes aimed at
producing market knowledge. Market knowledge competence consists of three processes:
(1) the customer knowledge process, (2) the competitor knowledge process, and (3) the

marketing-R&D interface. The customer and competitor knowledge processes have three
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key elements of knowledge generation: information acquisition, interpretation, and

integration.

The differences between the current study and the study by Li and Calantone
(1998) are fivefold. First, as it can be noticed, some dimensions of market knowledge
competence are conceptually similar to the elements of a market orientation suggested by
both Kohli and Jaworski (1990) and Narver and Slater (1990). Li and Calantone (1998)
captured the two main domains of a market orientation — customer and competitor
orientation — in their operationalization of market knowledge competence. However,
with a clear departure from the earlier studies on market orientation, they did not include
inter-functional coordination in the model. Therefore, the study results might not be
directly comparable to the results of a market orientation-new product performance study.
The present study, however, utilizes the well-known measure of market orientation
suggested by Narver and Slater (1990). Second, in Li and Calantone’s (1998) study,
market knowledge competence is actually associated with the firm’s new product
development program. The current study views market orientation as a part of
organizational culture. Third, in Li and Calantone’s (1998) study, new product advantage
is the only mediating variable between market knowledge competence and new product
market performance. This study failed to investigate the mediating effects of other
potential variables (i.e., learning orientation, innovation orientation and organizational
memory) between market knowledge competence and market performance. The current
study examines the effects of these organizational- and project-level mediators between
market orientation and new product performance. Fourth, in Li and Calantone’s (1998)

work, new product performance was measured using only financial measures (i.e., before-
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tax profit, return on investment, product market share, and pretax profit margin). The

current study aims to measure new product performance using multiple dimensions.
Finally, Li and Calantone’s (1998) study was an industry-specific study (U.S. software
companies), and its results are more applicable to that specific industry. This study will
use a multiple-industry context (U.S. manufacturing companies), and therefore, its results
are expected to be applicable to a variety of businesses.

Surprisingly, to date, the research effort that has been specifically directed at
empirically investigating the market orientation-new product market performance link has
been limited to the relatively small group previously discussed. These studies had serious
limitations as demonstrated. The current study aims to fill this void in the literature. The
overall objective of this study is twofold: (1) to empirically investigate the suggested lmk
between market orientation and new product performance and (2) to identify the
organizational- and project-level mediators that facilitate this link. The relationship
between market orientation and new product performance and the mediating effects of
organizational- and project-level variables are depicted in a theoretical model which is
displayed in Figure 1.2. The following section elaborates on this proposed model.

1.4. The Proposed Model

Market orientation has been seen as a form of organizational culture (e.g., Narver
and Slater 1990). A market-oriented culture is expected to encourage certain behaviors
(Narver and Slater 1990) and build/maintain certain skills and capabilities (Day 1994;
Slater and Narver 1994b). These qualities of a market-oriented culture are essential for

the creation of superior customer value which in turn leads to superior business
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performance (Narver and Slater 1990). Past research has indicated that innovativeness
(Han, Kim, and Srivastava 1998) and collective learning (Day 1994) are among those
special capabilities and skills.

The purpose of the suggested model is to identify those behaviors, skills, and
capabilities of a market-oriented culture that are prone to significantly affect new product
performance. A careful review of the literature indicates that learning orientation,
innovation orientation, organizational memory level/dispersion, and the R&D-marketing
integration can be considered as those capabilities and skills that have the potential to
influence new product performance. In the suggested model, it is assumed that these
capabilities and skills are triggered by or flourish in a market-oriented culture. They serve
as mediators between market orientation and new product performance. They enable a
market-oriented organization to process and utilize market knowledge more effectively. A
close review of the relevant literature provides compelling evidence that these proposed
links exist. These links are depicted in the suggested model and are empirically tested in
the study.

The proposed model displayed in Figure 1.2 is based on the argument that a
market-oriented culture is likely to adopt or develop certain behai/iors, skills, and
capabilities (Day 1994; Narver and Slater 1990; Slater and Narver 1994b) that lead to -
superior company performance (Narver and Slater 1990), and, in particular, better new
product performance. The suggested model borrows constructs from multiple literatures,
including strategic marketing management, innovation and new product management, and

organizational learning and memory. The suggested model is centered around the
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following three research questions: (1) Does market orientation influence new product

performance? The up-to-date anecdotal and empirical evidence suggests that such a series
of relationships may exist. (2) If it does, which organizational- and project-level skills and
capabilities are created by a market orientation? Do they have mediating roles in the
postulated relationship between market orientation and new product performance? (3)
Are there any interrelations among these mediating variables (skills and capabilities) as
well? The current research study aims to respond to all of these important research

questions.

Figure 1.2. The Model of the Market Orientation-New Product Performance Link.
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1.5. Contributions of the Study
The suggested model is expected to contribute to the literature in five ways: First,
when the model is tested and validated, it will have significant implications for business

practitioners. The suggested model assumes that a market-oriented organization has
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certain skills, capabilities, and behaviors that enable it to process and utilize market
knowledge more effectively. The effective knowledge processing and utilization in an
organization translate into positive new product outcomes. From the practitioner’s
perspective, such a model might serve as a guide to understand how to improve new
product performance by moderating the degree of market orientation in the organization.
In addition, this model might shed some light on how market intelligence should be
processed and utilized to generate favorable new product outcomes.

Second, the model synthesizes and effectively integrates two related literatures
that seem to have grown apart from each other.. These are the market orientation literature
and the new product performance literature. A set of organizational- and project-level
process variables used in the model (i.e., organizational memory level and dispersion, and
marketing/R&D integration) was borrowed from the new product performance literature.
Recently, a number of studies attempting to identify the factors behind new product
success have adopted a different research approach that can be called a “focused
approach” (e.g., Ayers, Dahlstrom, and Skinner 1997; Bayus, Jain and Rao 1997; Gupta,
Raj, and Wilemon 1986; Moorman 1995; Moorman and Miner 1997; Olson, Walker and
Ruekert 1995). One area of this research stream has specifically focused on identifying
the organizational antecedents of new product performance (e.g., Ayers, Dahlstrom, and
Skinner 1997; Gatignon and Xuereb 1997; Gupta, Raj, and Wilemon 1986; Moorman
1995; Moorman and Miner 1997; Olson, Walker and Ruekert 1995). The studies with a
focused approach have concentrated on one or a few success variables at a time and have

attempted to elaborate the possible relationships between these variables and new product
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performance in different theoretical frameworks. Some of these organizational variables
are closely associated with a market orientation. The close relationships between market
orientation and these variables have been mostly based on anecdotal evidence. All theée
variables, including R&D-marketing integration, organizational memory level and
dispersion, and innovativeness, are closely connected to market orientation, and to each
other. The suggested model aims to establish and test these interrelationships among
these variables within the market orientation-new product market performance chain.
Thus, the model is expected to effectively integrate these two different literatures.

Third, according to the author’s best knowledge, none of the frameworks
suggested so far incorporate the R&D-marketing interface, organizational memory level
and organizational memory dispersion within the market orientation-new product
performance linkage. Therefore, a significant void exists in current theoretical models of
market orientation. While organizational memory level and dispersion (Moorman and
Miner 1997) and the systematic integration between R&D/engineering and marketing
(Gupta, Raj, and Wilemon 1986) are deemed to be critical for new product
innovativeness and success, not many theoretical or empirical investigations have been
conducted to shed light on this subject (Gupta, Raj, and Wilemon 1986). Also, the
association between market orientation and the R&D-marketing interface in the
organization is something that should be investigated. The suggested framework aims to
bridge this literature gap by testing these postulated links. Thus, the inclusion and testing
of such important constructs with multiple cause-effect links in a comprehensive

theoretical framework will be a substantial contribution to the ongoing research effort and
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the applied business field.

Fourth, in this study, the relationship between market orientation- innovation
orientation will be explored. Thus, this study is expected to shed some light on the
conventional debate regarding whether the marketing concept or a market-oriented
approach is detrimental to (e.g., Bennet and Cooper 1979; McGee and Spiro 1988) or
beneficial to organizational innovativeness in an organization (e.g., Hurley and Hult
1998).

Fifth, the model will be tested over a large random sample of U.S. manufacturing
companies. The sampling frame will include a variety of businesses. Therefore, the final
results of this study are expected to be applicable to a wide variety of industries instead of
being limited only to one industry as they are in some of the earlier studies.

1.6. The Proposed Methodology

In this study, the proposed model will be tested with data from a sampling frame
consisting of U.S. manufacturing companies listed in the D&B Million Dollar Database.
The sample will include a variety of industries. The sample will cover a wide range of A
industries for two purposes: (1) to increase the applicability or the generalizability of the
study findings (Baker and Sinkula 1999; Gatignon and Xuereb 1997; Olson, Walker, and
Ruekert 1995) to a variety of industrial settings, and (2) to reduce industry biases (Olson,
Walker, and Ruekert 1995). As a result, since one of the main goals of the study is to
develop and test a model that is applicable to a wide variety of industries, a multi-industry

approach is a necessity.
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A self-administered questionnaire, along with a cover letter and a postage-paid
return envelope, will be used for data collection. The survey will be conducted at a
corporation’s strategic business unit (SBU) level. In the present study, senior marketing
managers/executives of each business unit will be chosen as key informants. Individuals
in these positions are expected to be sufficiently knowledgeable about their firm’s
business practices associated with market orientation and some other organizational
processes (Deng and Dart 1994; Gatignon and Xuereb 1997). The respondent will be
asked to identify the most recent new product development project which satisfies all of
the following three conditions: (1) the respondent should be actively involved in the
development of the selected new product, (2) the selected new product should be
introduced into and commercialized in the U.S. market by his/her business unit, and (3)
the selected new product should be in the market for a minimum of one year and a
maximum of five years. The respondent will be asked to use the selected product as a
reference in answering some of the questions. In the current study, a five-year time frame
will be used to identify new products since it seems to be a reasonably long time for a
new product project to be effectively commercialized. This practice is consistent with the
extant literature (e.g., Atuahene-Gima 1995; Cooper 1984; Li and Calantone 1998).

Prior to the major survey, a fieldwork and a pretest will be conducted. In the
fieldwork, 6 marketing managers from the selected companies located in New York, New
Jersey and Connecticut will be interviewed for the refinement of the proposed model énd
the measurement scales. Then, the preliminary questionnaire will be pretested with a

random sample of 40 marketing managers in order to obtain the final, refined version of
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the questionnaire.

The questionnaire will be constructed to examine a firm’s business practices on
the basis of primarily market orientation and a number of organizational- and project-
level variables. All variables included in the model will be measured on multiple-item
scales derived from prior research. However, minor modifications in wording over these
measurement scales might be necessary. Moreover, according to the findings of the
fieldwork and pretest, addition or omission of some scale items might be mandatory. All
constructs will be measured from the marketing manager’s perspective. Various types of
response categories for scales will be employed. Market orientation will be measured
using the scales developed by Narver and Slater (1990). Some of the constructs (e.g.,
market orientation) will be measured at the organizational level while the rest (e.g., new
product performance) will be measured at the project level. The data will be analyzed
using a confirmatory factor analysis (CFA) in AMOS 4.

Overall, this dissertation is organized as follows: The subsequent section, Chapter
2, gives a comprehensive review of the previous scholarly research on market orientation.
Chapter 3 presents the proposed model and research hypotheses. Chapter 4 provides
information on data collection and data analysis methods that will be employed in the .'
research process and discusses the results of the analysis. Finally, Chapter 5 will address
the contributions and limitations of the study and present managerial and research

implications along with concluding thoughts.
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CHAPTER TWO
LITERATURE REVIEW

In the beginning of this chapter, the events and institutions that have contributed
to the development of the market orientation research will be presented. Then, the
marketing concept literature will be revisited for the purpose of providing a finer
understanding of the roots/foundations of market orientation. Finally, the extant research
on market orientation will be presented and the strengths and weaknesses of these studies
will be discussed in detail.
2.1. The Emergence of Market Orientation Research

The significance of a market orientation for a business has been acknowledged by
both practitioners and scholars (e.g., Jaworski and Kohli 1993; Kohli and Jaworski 1990;
Narver and Slater 1990). In spite of its widely acknowledged significance, the number of
conceptual and empirical studies on market orientation has been limited. Only recently,
the research interest on this subject has risen substantially (e.g., Deshpandé and Farley_
1996). Several factors have played crucial roles in the recent surge of academics’ and
practitioners’ interest in market orientation. First, popular books such as In Search of
Excellence (Peters and Waterman 1982), and A Passion for Excellence (Peters and Austin
1985) have motivated some U.S. managers to foster a market orientation in their
organizations. Second, both George Day’s and Fred Webster’s leadership functions
within the Marketing Science Institute (MSI) played significant roles in the early
development of the market orientation research (Jaworski and Kohli 1996). Third, the

Marketing Science Institute has tried to increase research interest in market orientation
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among academics. MSI has encouraged scholars to focus on market orientation as an
emergent research area (Cravens, Greenley, Piercy, and Slater 1998) by providing funding
for scholarly research and generating research ideas and/or agenda pertaining to it
(Deshpandé 1999). It has arranged multiple conferences to raise awareness on market -
orientation and provided financial support for academic research on the subject
(Deshpandé 1999; Hauser, Simester, and Wernerfelt 1996; Jaworski and Kohli 1996).
According to Deshpandé (1999, p.1-3), the following major MSI-led
developments directed research attention to market/marketing orientation. In April 1987,
The Marketing Science Institute organized a conference in Cambridge, Massachusetts, on
the topic “Developing a Marketing Orientation”. At this conference, the need for strong
scholarly research to better define, measure, and model the market orientation construct
was addressed. In addition, at the MSI conference in September 1990, the findings from
MSI-funded as well as other empirical studies on market orientation were reviewed, and
directions for future research were provided. The number of dissertation studies devoted
to market orientation increased with MSI’s leading role (Deshpandé 1999). MSI’s effort
to create awareness about the strategic significance of a market orientation for firms and
MSTI’s support of the annual Alden G. Clayton doctoral dissertation proposal competition
have helped market orientation become a popular subject for dissertation thesis research
(Deshpandé 1999). It is important to note that research on implementing a market
orientation has become one of MSI's three “capital” research topics and has received tile
highest research priority for funding by MSI for the 1994-1996 period (Deshpandé 1999;

Also see Hauser, Simester, and Wernerfelt 1996). Notably, MSI has shaped the market
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orientation research agenda (Jaworski and Kohli 1996).

2.2. The Earlier Literature Review Studies

A few studies have attempted to review the literature on market orientation (e.g.,
Jaworski and Kohli 1996; Wensley 1995). Wensley’s (1995) review, which is published
in British Journal of Management, concentrated on three different areas of marketing
including market structure and segmentation, market networks and inter-firm
relationships, and the implementation of market orientation and the marketing concept in
organizations. In terms of market orientation, the author focused on the relationship
between market orientation and competitive success in both the U.S. and U.K. studies,
the effect of environmental moderators on this relationship, and the measurement
instruments of a market orientation. This study was harshly criticized by Greenley
(1995b) in the same journal and issue. Greenley (1995b) found this review quite
informative and contributing since it gave “an accurate description of the central market
orientation studies” (p.S88). The author added that this review lacked “constructive
criticism” (p.S87) of the market orientation studies in the U.S. and U.K. contexts.
Wensley (1995) presented several criticisms of market orientation research but did not
offer convincing evidence to support these criticisms in the review (Greenley 1995b). ‘.
Wensley (1995) did not attempt to identify similarities, differences, and connections, if
any, across the market orientation studies. Additionally, the author failed to mention the
contributions of these studies, if any, to the market orientation literature. The review, as
being acknowledged by Greenley (1995b), is not particularly interpretative or insightful.

Also, the review lacked logical connection and cohesion.
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Jaworski and Kohli (1996) critically reviewed the market orientation literature in
far greater detail as compared to Wensley (1995), and offered very insightful
suggestions/ideas for future research. The review concentrated on: (1) the meaning of
market orientation, (2) its relationship with several emerging topics/themes in the
literature (e.g., market information processing, organizational learning, knowledge use,
industry foresight and driving markets), (3) the quality of market-oriented behaviors, (4)
impact of a market orientation, and (5) issues in enhancing a market orientation (Jaworski
and Kohli 1996, p.119). The authors presented four different definitions of a market
orientation (e.g., Day 1994; Deshpandé, Farley, and Webster 1993; Kohli and Jaworski
1990; Narver and Slater 1990), and highlighted the similarities and differences among
these definitions and their implications for future research. They reviewed the
relationships among various emerging issues and market orientation. The authors focused
on antecedents and consequences of a market orientation and provided several
recommendations for future research. Their review effectively synthesized a variety of
market orientation studies and identified important research streams. They successfully
pinpointed emerging problems and voids within each research stream as well.
Accordingly, they provided very insightful and feasible conceptual and methodological
suggestions for future studies.

The current review of the market orientation literature differs from the review by
Jaworski and Kohli (1996) in several ways: First, the present study reviews the market
orientation research from two perspectives: a conceptual perspective and an empirical

perspective. The conceptual perspective focuses on conceptual studies as well as
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anecdotal evidence that covers issues like definition, scope, and development of a market
orientation. The empirical perspective concentrates on studies that examine the market
orientation scales, the implementation of a market orientation, the market orientation-
performance studies, and the links between market orientation and various important
organizational/business constructs. Second, in the current review, the number of studies
included and the amount of coverage given to each study are greater than those in
Jaworski and Kohli’s (1996) review. Finally, in the present review, the market orientation
scales and major models/frameworks that have been suggested to date are presented and
discussed.
2.3. The Marketing Concept Revisited: An Overview

Market orientation is viewed as the implementation of the marketing concept
(e.g., Kohli and Jaworski 1990). These two concepts are closely related. Therefore, before
starting a comprehensive review of conceptual and empirical research on market
orientation, the marketing concept will be revisited. This brief review of the marketing
concept is expected to provide a better understanding of the roots of a market orientation.

The marketing concept has emerged as a critical marketing management
approach. It is regarded as a key issue in the marketing discipline (Kohli and Jaworski
1990). It was also referred to the “marketing philosophy”, or “total marketing”, or
“integrated marketing” (Barksdale and Darden 1971). General Electric Company was
known as the first firm to implement the principles of the marketing concept in the firm’s

operations (Barksdale and Darden 1971).
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A review of the literature of the last 45 years unveils that relatively little attention
has been given to the marketing concept among academics. A number of studies have
focused on descriptive work on the extent to which organizations have adopted the
marketing concept (e.g., Barksdale and Darden 1971; Hise 1965; McNamara 1972). Other
studies have addressed the virtues of the marketing concept (e.g., McKitterick 1957), the
shortcomings of the marketing concept (e.g., Houston 1986; Tauber 1974), and the
potential factors that facilitate or impede the implementation of the marketing concept
(e.g., Felton 1959; Webster 1988). Keith’s (1960) article on the marketing concept is
regarded as one of the earliest and most popular articles. It is a descriptive work that
illustrates the adoption of the marketing concept in an applied setting (Houston 1986). In
this article, Keith (1960) introduced the Pillsbury Company’s evolution through the three
managerial phases, starting with the production era, continuing with the sales era and
ending with the marketing era. This evolutionary process is directed to a stronger
organization (Houston 1986).

Several scholars have attempted to define and explain the marketing concept (e.g.,
Felton 1959; Konopa and Calabro 1971; McNamara 1972). Some of these definitions are
presented below. The marketing concept is:

“A corporate state of mind that insists on the integration and coordination of all of

the marketing functions which, in turn, are melded with other corporate functions,

for the basic objective of producing maximum long-range corporate profits”

(Felton 1959, p.55; Houston 1986, p. 81).

“A philosophy of business management, based upon a company-wide acceptance

of the need for customer orientation, profit orientation, and the recognition of the

important role of marketing in communicating the needs of the market to all major
corporate departments” (McNamara 1972, p.51).
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“The external consumer orientation . . . as contrasted to internal preoccupation

and orientation around the production function; profit goals as an alternative to

sales volume goals; and . . . complete integration of organizational and operational

effort” (Houston 1986, p.81; Konopa and Calabro 1971, p.9).

Clearly, these definitions of the marketing concept share some common elements.
The marketing concept has generally been characterized by the three basic elements: (1)
customer orientation or customer focus, (2) integrated effort, and (3) profit direction or
market-driven (Bell and Emory 1971). Customer orientation or customer focus requires
knowledge of the customer which means a comprehensive understanding of his/her
needs, wants, and behavior. Knowledge of the customer should be the focal point of all
marketing action in a company. In other words, this means that a company should be able

to develop products and services to satisfy customers’ needs and wants (Bell and Emory

1971). The main objective of the marketing concept is to provide customer satisfaction at

a profit (Houston 1986). In his famous article, Marketing Myopia, Levitt (1960)
emphasized the notion that the customer and his/her satisfaction are the focal points of a
business. Integrated effort ultimately requires the entire company to be in tune with the
market by placing emphasis on the integration of the marketing function with R&D,
product management, sales, and advertising to increase the firm’s total effectiveness/
performance (Bell and Emory 1971). Finally, profit direction or market-driven requires
the shifting of the company’s focus from sales volume to profit. The aim of the marketing
concept is to make money for the company by focusing attention on profit rather than on

sales volume (Bell and Emory 1971).
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2.4. Market Orientation Research: A Conceptual Perspective

A significant volume of conceptual research on market orientation has discussed
such descriptive issues as how to install a strong market orientation or market-oriented
thought and behavior within an organization (e.g., Day 1990, 1994, 1998; Hunt and
Morgan 1995; Jaworski and Kohli 1993; Ruekert 1992). A number of scholars have
offered different definitions and conceptualizations of market orientation (e.g.,
Deshpandé, Farley, and Webster 1993; Kohli and Jaworski 1990; Narver and Slater
1990). In the following sections, definitional/conceptual issues of market orientation,
various approaches to establishing a strong market orientation, and factors that influence
the development of market orientation will be elaborated.
2.4.1. Definitions of Market Orientation

Throughout the literature a variety of terms have been used interchangeably to
address a market orientation. The terms market-oriented, market-driven (Day 1994;
Deshpandé, Farley, and Webster1993), customer orientation (Deshpandé and Farley 1998,
1999; Shapiro 1988; Webster 1988), customer focus (Deshpandé and Farley 1998, 1999)
or customer-focused, customer-oriented, and customer-centric are often used
synonymously. “Close to the customer” has been a key term to express a market
orientation (Caruana, Ramaseshan and Ewing 1998; Peters and Waterman 1982; Shapiro
1988; Webster 1988). Narver and Slater (1990) and Kohli and Jaworski (1990) have
chosen to use the term “market orientation” over the terms “the marketing concept” or
“marketing orientation” in their articles. In the current study, the term market orientation

will mainly be used.
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Many scholars have presented their views on which term is more appropriate to

use to address a market orientation. Sargeant and Mohamad (1999) said that the term
market orientation seems to be more appropriate since it is “less politically charged and
does not inflate the importance of the marketing function in the organization” (Sargeant
and Mohamad 1999, p.44). It implies that marketing is the responsibility of the all
functional units in the organization, not just the marketing function (Sargeant and
Mohamad 1999). According to Slater and Narver (1994b, 1998), market orientation and
marketing orientation are entirely different concepts. To the authors, a marketing
orientation refers to “an emphasis on the marketing function” (p.24). Caruana,
Ramaseshan and Ewing (1998) believed that a marketing orientation refers to the specific
activities of the marketing department or division. Under a marketing orientation, the
marketing function gains importance and is placed at the top of a hierarchical structure in
the organization. Traditional marketing activities gain importance even though they are
not major or appropriate core capabilities of the firm. Such an overemphasis on and
empowerment of one functional area in the organization automatically leads to
interdepartmental conflicts over issues like resource allocation and business priorities -
(Slater and Narver 1994b). Therefore, using a marketing orientation as synonymous with
a market orientation is misleading, given the fact that “Customer value is created by core
capabilities throughout the entire organization” (Slater and Narver 1994b, p.24).
Deshpandé (1999) stated that “market-oriented, customer-focused, market-driven,
and customer-centric have become synonymous with proactive business strategy in firms
worldwide” (p.1). Likewise, according to Deshpandé and Webster (1989), Shapiro

(1988), and Slater and Narver (1995), the terms ‘market-oriented’, ‘market driven’, and
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‘customer focused’ are synonymous. Day (1998) stated that “a strong market orientation
is embedded deeply in the genetic make-up of a market-driven organization” (p.8). When
stating that there is strong evidence that market-driven companies outperform their rivals,
Day (1998) referred to the findings of the studies by Deshpandé, Farley, and Webster
(1993), Jaworski and Kohli (1993) and Narver and Slater (1990) as evidence. Day (1994)
argued that “organizations can become more market oriented by identifying and building
the special capabilities that set market-driven organizations apart” (p.38). Furthermore,
according to Day (1998, p.8), there are seven distinctive behavior and capabilities of a
market-driven organization: (1) offering superior solutions and experiences, (2) focusing
on superior customer value, (3) converting satisfaction to loyalty, (4) energizing and
retaining employees, (5) anticipating competitors’ moves, (6) viewing marketing as an
investment, not a cost, and (7) nurturing and leveraging brands as assets. These behaviors
and capabilities are also associated with a market orientation. Day (1994, 1998) used the
term “market-driven” to define an organization with a strong market orientation. Based
on the arguments offered by Day (1994, 1998), being market-driven can be considered
either the same as a market orientation or a crucial component of a market orientation. In
either case, it is appropriate to say that the arguments related to market-driven
organizations apply to market-oriented organizations as well. Following Deshpandé and
Webster (1989), Shapiro (1988), and Slater and Narver (1995), the term ‘market-driven’
and the term ‘market-oriented’ will be used interchangeably in this study.

On the other hand, Jaworski and Kohli (1996) believed that the terms market- .
oriented, market-driven, and customer-oriented do not share the same meanings, and are

not synonymous. The term market orientation focuses on a larger set of market forces and
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stakeholders, not only customers. Whereas, the term customer orientation emphasizes a
focus on customers. In a commentary of Christensen and Bower’s (1996) study, Slater
and Narver (1998) underscored the distinctions between the two types of customer
orientation. These are a customer-led philosophy and a market-oriented philosophy.
These are often confused with each other. A customer-led business is likely to be reactive,
have a short-term focus, emphasize customers’ expressed wants/needs, and customer
satisfaction. On the other hand, a market-oriented business is prone to act proactively, to
adopt a long-term orientation, to understand and satisfy customers’ both expressed and
latent wants/needs, and to emphasize customer value (Slater and Narver 1998).

A comprehensive examination of the current literature on market orientation
reveals that there has been no consensus among scholars on the definition of market
orientation. Marketing scholars have not reached a complete agreement on what
constitutes to a market orientation. The debate on this issue is ongoing (Cadogan,
Diamantopoulos, and Mortanges 1999; Caruana, Ramaseshan and Ewing 1998).
According to Siguaw, Simpson, and Baker (1998), for the most part, different definitions
of market orientation have mainly been developed from different conceptualizations of
the marketing concept. Therefore, it is possible that the variations in the definitions of a
market orientation can be reflective of the diverse perspectives that have been adopted
over time to define the marketing concept (Siguaw, Simpson, and Baker 1998).

A market orientation has been seen as the implementation of the marketing
concept (e.g., Kohli and Jaworski 1990), that is considered as a business philosophy, an
ideal or a policy statement (Barksdale and Darden 1971; Kohli and Jaworski 1990;

McNamara 1972). Recently, more comprehensive, informative definitions of market
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orientation were suggested by Kohli and Jaworski (1990), and Narver and Slater (1990).

These definitions have been widely-accepted and frequently-cited by marketing scholars
throughout the literature.

Kohli and Jaworski (1990) offered a formal operational definition of a market
orientation. According to them:

“Market orientation is the organization-wide generation of market intelligence

pertaining to current and future customer needs, dissemination of the intelligence
across departments, and organization-wide responsiveness to it” (Italics added,

p.6).

Kohli and Jaworski (1990) attempted to delineate the domain of the market
orientation construct through a comprehensive model. Their definition of the market
orientation concept is based on a field research conducted through in-depth interviews
with 62 managers in four U.S. cities. The results indicated that, without exception, the
managers interviewed agreed that a customer focus is the central element of a market
orientation. For many practitioners, a customer orientation did not mean just the
collection of customer information concerning their needs and preferences through
customer research. Indeed, it meant the gathering of market intelligence that is based on
information about exogenous factors affecting customer wants and needs, and information
about current and future needs of customers (Kohli and Jaworski 1990). This is an
indication of the fact that practitioners have a long-term-oriented view. Moreover, market
orientation is not seen solely as a responsibility of the marketing department.
Interestingly, the idea that profitability is a component of market orientation is not
supported by the field findings. Rather, all viewed profitability as a consequence of a

market orientation, not as a part of it (Kohli and Jaworski 1990).
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Narver and Slater (1990) viewed market orientation as:

“the organization culture that most effectively and efficiently creates the
necessary behaviors for the creation of superior value for buyers and, thus,
superior performance for the business” (Italics added, p.21).

Narver and Slater (1990) suggested customer orientation, competitor focus, and
cross-functional coordination as the three pillars of market orientation. These pillars were
characterized as being long-term in vision and profit-driven (Narver and Slater 1990).

Deshpandé, Farley, and Webster (1993) saw customer orientation as synonymous
with a market orientation since they accepted a traditional definition of a market, that is,
“the set of all potential customers of a firm” (p.27). They defined customer orientation as:

“the set of beliefs that puts the customer’s interest first, while not excluding those

of all other stakeholders such as owners, managers, and employees, in order to

develop a long-term profitable enterprise” (p.27; Also see Jaworski and Kohli

1996, p.120).

This view of a market orientation (or customer orientation) is consistent with the
three components of a market orientation suggested by Narver and Slater (1990) with the
exception of a competitor orientation. In other words, Deshpandé, Farley, and Webster’s
(1993) definition of a market orientation reflects both the contents of customer orientation
and interfunctional coordination defined by Narver and Slater (1990).

Deshpandé and Farley (1996) defined market orientation according to the content
of their parsimonious 9-item market orientation scale developed from the three existing
scales through a comprehensive meta-analysis procedure. They briefly defined market

orientation as:

“the set of cross-functional processes and activities directed at creating and
satisfying customers through continuous needs-assessment” (p.14; Also see
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Deshpandé and Farley 1998, p.213; Deshpandé and Farley 1999, p.112).

According to Kohli and Jaworski (1990), a market-oriented organization is one
whose actions are consistent with the marketing concept. In other words, a market-
oriented or market-driven organization is the one in which the three pillars of the
marketing concept (customer focus, coordinated marketing, and profitability) are
successfully implemented (Kohli and Jaworski 1990). However, Hunt and Morgan (1995)
argued that market orientation “is not the same thing as, nor a different form of, nor the
implementation of, the marketing concept. Rather, it would seem that a market
orientation should be conceptualized as supplementary to the marketing concept” (p.34).
They proposed that:

“a market orientation is (1) the systematic gathering of information on customers

and competitors, (2) the systematic analysis of the information for the purpose of

developing market knowledge, and (3) the systematic use of such knowledge to.
guide strategy recognition, understanding, creation, selection, implementation,

and modification.” (Hunt and Morgan 1995, p.1, emphasis added; Wrenn 1997,

p.34).

Finally, Day (1994) viewed market orientation as a set of excellent skills:

“market orientation represents superior skills in understanding and satisfying

customers” (Italics added, p.37; Day 1990; Also see Jaworski and Kohli 1996,

p-120).

Some scholars have tried to identify the similarities and differences among these
definitions (e.g., Day 1994; Jaworski and Kohli 1996). According to Day (1994), the
different definitions of market orientation suggested by Deshpandé, Farley, and Webster

(1993), Kohli and Jaworski (1990), Narver and Slater (1990), and Shapiro (1988) are not

alternative to each other rather they complement each other. He believed that each of the
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four definitions of market orientation represents principal features of a market orientation

(p.37, in smaller fonts): (1) a set of beliefs that puts the customer’s interests first
(Deshpandé, Farley, and Webster 1993), (2) the ability of the organization to generate,
disseminate, and use superior information about customers and competitors (Kohli and
Jaworski 1990), and (3) the coordinated application of interfunctional resources to the
creation of superior customer value (Narver and Slater 1990; Shapiro 1988). Similarly,
Jaworski and Kohli (1996) analyzed the four different definitions of a market orientation,
suggested by Day (1994), Deshpandé, Farley, and Webster (1993), Kohli and Jaworski
(1990), and Narver and Slater (1990), and determined the similarities and differences
among these definitions. They identified four similarities among the four well-known |
definitions: First, all maintain an external focus. Second, in all definitions, the central
focus is the customer. Third, all definitions suggest a broader focus that include not only
customers but also some other influential forces, such as competitors, technology,
regulation, and other stakeholders. Fourth, all definitions accept the importance of being
responsive to customer needs and wants. They recognized two differences among the
definitions. First, each definition is based on one of the two alternative perspectives: (1) a
behavioral/activities/process perspective versus (2) a cultural perspective. Day (1994),
and Kohli and Jaworski (1990) adopted the former perspective while Deshpandé, Farley,
and Webster (1993), and Narver and Slater (1990) followed the latter in their definitions.
Second, Jaworski and Kohli (1996) believed that the terms market-oriented, market-
driven, and customer-oriented do not share the same meaning. The term market
orientation concentrates on a larger set of market forces and stakeholders, not only

customers. Whereas, the term customer orientation emphasizes only customers.
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2.4.2. Cultural Perspective versus Behavioral Perspective

Jaworski and Kohli (1996) believed that both the cultural and behavioral
perspectives of market orientation are important. They agreed that even though values
and beliefs may have more influence on the behaviors and activities within the
organization, their measurement is more likely to be affected by social desirability biases
than the measurement of actual behaviors or activities. Additionally, for many reasons
(i.e., resource constraints), behaviors and activities within the firm may not be reflective
of true values and beliefs that the firm actually holds (Jaworski and Kohli 1996).
According to the authors, “from a manager’s perspectives, it may be more important to
focus on what an organization actually does than what it feels is important™ (Jaworski and
Kohli 1996, p.121). As a result, from both the research and practical perspectives, a
choice between focusing on values/beliefs and focusing on activities/behaviors is
important. The authors noted that the choice made will affect research design-related
issues such as conceptualization and measurement (Jaworski and Kohli 1996). Therefore,
the choice should be made carefully.

2.4.3. How to Develop a Market Orientation

The issue of how to develop a market orientation has not been fully examined by
researchers (Day 1994; Payne 1988). Payne (1988) pointed out the lack of research on
how to develop a marketing orientation. Day (1994) confirms that “Little is known, . . .,
about the characteristics of successful programs for building market orientation” (p.37).
Some studies have specifically focused on this issue and suggested various approaches to
successfully developing a market orientation (e.g., Day 1994; Payne 1988). The other

studies, especially empirical ones, provided useful insights on different aspects of
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adopting and improving a market orientation based on their empirical results (e.g.,

Greenley 1995c; Slater and Narver 1994b). In this section, various ways of and different
views about developing market-oriented thinking and behaviors within an organization
are presented and discussed.

Almost all of the scholars who studied the issue of how to develop a market
orientation appear to be agreed upon one aspect: Developing a market orientation is not a
simple task at all. In fact, it is a very arduous one. Payne (1988) stated that “The transition
to a marketing orientation is a considerable challenge for management” (p.52). Payne
(1988) clearly expressed his opinions about the potential difficulties encountered in
developing a market orientation in his following statement:

“There is no such thing as a quick path to market orientation. No one

appointment, reorganization, or pronouncement will make an organization

marketing-driven. The change requires a long-term view of customers and
competition and a recognition that developing a marketing capability will require
years of continuous work. Such effort should be looked upon as an investment by

top management.” (Payne 1988, p.53)

The difficulties associated with developing a market orientation are four-fold:
First, building a strong market orientation is a long-term investment with long-term
outcomes (Appiah-Adu 1997; Payne 1988). However, firms tend to focus on short-term
gains. This tendency may create difficulties in developing a market orientation (Greenley
1995¢; Payne 1988). Second, becoming market-oriented requires the facilitation of a great
deal of employee training and a substantial amount of investments in capital-intensive
processes and activities. Therefore, it may be costly (Appiah-Adu 1997; Slater and Narver

1994a; Steinman, Deshpandé, and Farley 2000). Third, building a market-oriented

organization demands the rigorous and concerted effort of top management and
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employees at every level (Day 1998). Finally, developing a market orientation involves

transforming an organizational culture to a market-oriented one. Changing an
organization’s culture is an extremely difficult task to undertake (Cravens, Greenley,
Piercy, and Slater 1998; Pelham and Wilson 1995; Slater and Narver 1994a).
2.4.3.1. Approaches to Developing a Market Orientation

Several approaches to developing a market orientation have been introduced (e.g.,
Day 1994; Jaworski and Kohli 1996; Payne 1988; Slater and Narver 1994b). These
approaches are reviewed below:
Payne’s (1988) Approach

Payne (1988) introduces one viable approach to developing a marketing
orientation in an organization. According to Payne (1988), “Successful development of a
marketing orientation requires a thorough understanding of the organization’s existing
culture and a carefully constructed program of management development, support
activities, and follow-up to overcome the organizational inertia that can impede the
transition to marketing effectiveness” (p. 46). The author suggested that a program aimed
at increasing market orientation in an organization can be developed in three ways: First,
all of the potentially conflicting orientations in the organization should be uncovered aﬁd
well-understood. An organization might have product, cost, capacity, and erratic
orientations in addition to a marketing orientation. The examination of these orientations
is expected to help the organization develop an organizational mission and the values for
top management that are compatible with a marketing orientation. Second, the present
levels of marketing effectiveness should be assessed. Third, a plan should be developed

and executed to increase marketing orientation when the present level of marketing
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effectiveness of the organization is measured and the need for improvement is
determined. The achievement of a marketing orientation is a question of establishing
marketing processes that involve the whole company and a continuous match of its
products and its customers’ needs rather than activities.

This conceptual study by Payne (1988) should be regarded as an important
contribution to the market orientation literature. This study provides more detailed,
prescriptive guidelines on how to develop a market orientation in an organization. This
approach suggested in this work is based on a different conceptualization of a market
orientation made by Philip Kotler. Payne (1988) considers a market orientation as a
process-based phenomenon. His approach appears to be consistent more with the
behavioral perspective of a market orientation. Payne (1988, p.53) believed that
developing a marketing orientation involves “the question of establishing processes rather
than activities” within the organization.

Programmatic versus Adaptive Approach

Slater and Narver (1994b) suggested two alternative strategies that may be
pursued in developing a market orientation in an organization. These are the
programmatic approach and the adaptive approach. The programmatic approach which
is outlined by Beer, Eisenstat and Spector (1990) is based on the philosophy that
organizational change occurs when individual beliefs and behaviors change. It operates in
a top-down fashion. It focuses more on the attitudes and activities of individuals. Firms
pursuing this approach are more likely to adopt change programs (Slater and Narver
1994b). Under this approach, management has the power in making decisions and

decreeing actions (Slater and Narver 1994b). Organizational structures and administrative
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systems are changed to prepare a ground for future competitive efforts. Mostly, the

program is undertaken by consultants or staff experts who try to instill the philosophy of a
market orientation in the minds of employees through training and communication (Slater
and Narver 1994b). Indeed, this is an attempt to transform employees’ current values,
beliefs, and behaviors into more market-oriented forms. The ultimate purpose is to make
the entire business culture market-oriented.

The adaptive approach is based on learning. This approach assumes that
management and employees continuously learn from their experiences that they gain in
creating customer value. According to this learning, they make necessary adjustments in
strategy, structures, systems and staffing (Slater and Narver 1994b). Main performance
measures are determined early in the process. Also, short-term performance improvement
goals are set. The firm begins to receive the positive results of its effort early, and
continuous improvement is expected to occur throughout the program (Slater and Narver
1994b). According to Slater and Narver’s (1994b) observation, the adaptive approach
appears to be more efficient than the programmatic approach in achieving the transition to
a market orientation. They believed that the assumption of the adaptive approach about
individual behavior change is more realistic.

Top-down versus Bottom-up Initiatives

Jaworski and Kohli (1996) identified two main approaches to enhance the level of
market orientation within the organization. These are fop-down initiatives and bottom-up
initiatives (Also see Narver and Slater 1991, and Day 1994). Top-down initiatives are
associated with organizational change efforts and require the active participation of senior

management with a leading role (Jaworski and Kohli 1996). Kohli and Jaworski (1990)
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identified three major organizational levers that have important roles in enhancing the _
degree of market orientation. These levers include senior management actions,
interfunctional relationships, and organization-wide systems (Jaworski and Kohli 1996).
In order to increase the level of market orientation, a special emphasis should be given to
increasing the coordination, communication, and interaction among all functional groups
within the organization. This can be accomplished through decreasing interfunctional
conflicts and increasing interfunctional connectedness (Jaworski and Kohli 1996).
Furthermore, some alterations in the organization may be needed. For example, some
modifications in the organizational structure might be useful. Also, market-based reward
systems can be introduced to the organization to increase market orientation (Jaworski
and Kohli 1996).

Bottom-up initiatives are organizational change efforts that are initiated first by
the lower/middle levels of the organization, usually by a “champion manager”, and then,
ultimately, spread throughout the entire organization (Jaworski and Kohli 1996, p.130).
Jaworski and Kohli (1996) argue that “Per this approach a business should first develop a
strategy for creating buyer value, learn from its efforts at value creation, and continually
adapt its structure, staffing, systems and other organizational properties” (Jaworski anci
Kohli 1996, p.130). Jaworski and Kohli (1996) advise practitioners to use a balanced
combination of top-down and bottom-up initiatives to increase their market orientation.
Emerging Capabilities Approach

Day (1994), in his conceptual work, stressed the important role of capabilities in
developing market orientation in an organization. He suggested the emerging capabilities

approach to strategy as a new way to accomplish and maintain a market orientation.
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Organizations can increase their level of market orientation by identifying and developing

those special capabilities that are unique to market-driven organizations (Day 1994).
There are two critical capabilities: market sensing and customer linking. Building strong
market sensing and customer linking capabilities is an integral part of the process of
developing a market-driven organization (Day 1994). Deshpandé and Webster (1989),
Shapiro (1988), and Slater and Narver (1995) considered the terms ‘market-oriented’, -
‘market driven’, and ‘customer focused’ to be synonymous. Day (1994, 1998) used the
term “market-driven” to describe a firm with a strong market orientation. Day (1998)
stated that “a strong market orientation is embedded deeply in the genetic make-up of a
market-driven organization” (p.8). It seems that, to Day (1994, 1998), the ‘market-driven’
characteristic of a firm is the key to a strong market orientation. Based on the arguments
offered by Day (1994, 1998), being market-driven can be considered either the same as a
market orientation or a crucial component of a market orientation. Market-driven firms
are likely to have outstanding outside-in capabilities including market sensing, customér
linking, and channel bonding capabilities (Day 1994). Potential facilitators of market-
oriented behaviors can be accomplished by pursuing an approach that combines bottom-
up redesign and top-down direction (Also see Jaworski and Kohli 1996). The capabilities
approach to strategy and TQM provide guidance to developing effective programs to
strengthen market sensing and customer-linking capabilities. Day (1994) suggests a
prescriptive change program which includes various components (p.49). This change
program must be implemented in concert with the other means of or other actions

directed at developing a market orientation. Day (1994) provided valuable, operational
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suggestions for managers on how to improve the level of market orientation in their

organization.
2.4.3.2. Top Management Involvement

Top management leadership is essential for the successful development of a
market orientation (Jaworski and Kohli 1993; Kohli and Jaworski 1990; Narver and
Slater 1990; Slater and Narver 1994b). According to Slater and Narver (1998, p.1003),
“strong leadership is a characteristic of market-oriented businesses.” Top management is
expected to create a firm environment that fosters a market orientation. Slater and Narver
(1994b) provided some insights about how top management can develop such a fostering
environment in their following expression:

“To accomplish this, senior management provides general guidelines for business

unit managers on how the culture should change, empowering them to initiate and

tailor customer value strategies. In addition, top management set specific business
unit standards for customer satisfaction and other measures of market
performance. . . . By communicating and discussing business unit successes with
other units in the organization, top managers reinforce success and increase
organizational learning. Most important, senior managers lead by example”

(Slater and Narver 1994b, p.26).

Top management is in charge from the beginning to the end of the change
program (Slater and Narver 1994b). Top management provides prescriptive guidelines
and desired performance standards for business unit managers and supplies them with the
necessary power and support to meet the standards. A market orientation is developed at
the business unit level first under the close guidance of top or senior management. Then,
it is transferred to the whole organization through managerial-level interactions and

information exchanges among its SBUs. This view seems to be consistent with the other

views suggested in the literature. Some scholars suggested that the development of
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market orientation should be undertaken at the SBU level rather than at the corporate
level (e.g., Kohli and Jaworski 1990; Ruekert 1992; Workman, Homburg, and Gruner
1998).

It has been suggested that enhancing the level of interfunctional coordination
among functional units will increase the degree of market orientation in the organization
(e.g., Clark and Wheelwright 1993; Menon, Jaworski, and Kohli 1997; Song, Neeley, and
Zhao 1996). Clark and Wheelwright (1993) argued that senior/top management can
develop a strong cross-functional coordination or integration in several ways: First, it can
create an organizational framework or context that nurtures and enhances cross-functional
integration or coordination Second, top management can establish and communicate what
the best possible patterns of involvement, coordination, and communication among
functional units ought to be. Third, it can remove barriers to trust and nurture respect
between functional units. And, finally, it can provide technological tools and methods
which increase the quality and effectiveness of the communication and interaction among
functional units. Furthermore, Menon, Jaworski, and Kohli (1997) suggest that top
management with an effective management style which is based on less risk aversion, |
more empowerment of employees through more decentralized structures, and the use of
market-based reward systems can improve interfunctional interactions. Thus, the degree
of a market orientation may be increased. Song, Neeley, and Zhao (1996) noted that
senior management can increase interfunctional collaboration, communication, and
informational exchanges by establishing formalized rules and procedures for
communication and interaction, such as written documents about policies, procedures, job

descriptions, budgets, schedules, and project specifications.
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In brief, the involvement of top management is a “must” in developing a strong

market orientation within an organization. Top management needs to adopt appropriate
management style and organizational structure that are likely to promote communication,
interaction, integration, and coordination across functional units. More importantly, top
management must set an example to business unit managers on how to be market-
oriented.

2.4.3.3. Role of the Marketing Function

The question of what role the marketing function should play in a market-oriented
organization is a crucial one (Moorman and Rust 1999). Surprisingly, few studies have
addressed or investigated the role of the marketing function in a market-oriented
organization so far (e.g., Moorman and Rust 1999; Slater and Narver 1994b; Workman
1993; Workman, Homburg, and Gruner 1998). Past research has discussed the
structure/organization of the marketing function (e.g., Hise 1965; McNamara 1972;
Moorman and Rust 1999; Workman, Homburg, and Gruner 1998), the role of the
marketing function in a market-oriented organization (e.g., Moorman and Rust 1999;
Slater and Narver 1994b; Workman, Homburg, and Gruner 1998), and the factors that are
likely to affect the power of the marketing function (e.g., Workman 1993; Workman,
Homburg, and Gruner 1998).

The marketing department is a significant component of an organization. It has an
important role “in communicating the needs of the market to all major corporate
departments” (McNamara 1972, p.51). Moorman and Rust (1999) found that managers
from a wide range of businesses and six different functional affiliations viewed marketing

as the function which governs various connections between the organization and the
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customer. The major connections include the customer-product, the customer-service

delivery, and the customer-financial accountability connections. Indeed, the product-
customer connection is a traditional one. The last two connections have been developed
recently as a result of the advancing information technology and the growing service
economy (Moorman and Rust 1999). The importance of the marketing function is
determined by its usefulness within the framework of the organization. Moorman and
Rust (1999) described “the value of the marketing function within the firm as the degree
to which it is perceived to contribute to the success of the firm relative to other functions”
(p-182). Thus, the higher the contribution of the marketing function to the firm’s
performance, the higher its perceived value will be (Moorman and Rust 1999).

The marketing function has an important role to play in a market-oriented
organization. Moorman and Rust (1999) constructed a framework that explains the extent
or boundaries of the marketing function’s responsibilities and how it works in a market-
oriented firm environment. They investigated the contribution or value of the marketing
function as an organization pursues a process or functional structural approach to the
management of marketing activities. The authors utilized a sample of 1200 managers
from six different functional departments (i.e., marketing, human resources, R&D,
operations, accounting, and finance) across a number of US business organizations. The
research findings revealed that the marketing function is really important for the
organizations (Moorman and Rust 1999). The authors believe that “the marketing
function can and should coexist with a market orientation and . . . . the effectiveness of a
market orientation depends on the presence of strong function that includes marketing”

(p-180). They maintained a view that the marketing function has a significant role in the
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organization with a strong market orientation. In a contrary argument, however, Slater

and Narver (1994b) contended that the marketing function has a less significant role when
an organization has a strong market orientation and vice versa. The fact that customer
value is created by the contribution of every individual in every functional department of
the entire organization implies that developing and maintaining a market orientation in an
organization is not a task that is appropriate for only the marketing function. Even, Slater
and Narver (1994b) argued that when a firm develops a strong market orientation
throughout the organization, the marketing function is expected to be less important since
all other functions are committed to creating and delivering superior customer value. A
strong empbhasis on cross-functional coordination weakens internal functional boundaries,
and eventually, those boundaries lose their meaning (Homburg, Workman, and Jensen
2000; Slater and Narver 1994b). Workman, Homburg, and Gruner (1998) supported this
view as well. They proposed that a higher level of market orientation has a “paradoxical
effect” on the power of the marketing function within the organization. The higher the
number of functional units involving marketing activities, the less the power of the
marketing department (Workman, Homburg, and Gruner 1998). In an organization with a
strong market orientation, the marketing function is expected to have less power.

Slater and Narver (1994b) seem to agree with Moorman and Rust (1999) on the
significant role of the marketing function in a market-oriented organization only when the
organization has a weak market orientation and/or a desire to improve the level of its
market orientation. Slater and Narver (1994b) noted that when the organization has a
poor market orientation and its internal orientation is based on production or R&D, the

marketing function may be required to take an active role in installing market-oriented
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thinking, and in developing and maintaining a market-oriented culture within the entire

organization. They maintained that since its success is dependent on other functional
departments for the timely and efficient development, production, and delivery of the
product, it would not be surprising for marketing to be the first function that fully
appreciates the value of a market orientation. Marketing may demonstrate the advantages
of being truly market-oriented to top management and to other functions (Slater and
Narver 1994b). As marketing helps the entire organization enhance its market orientation,
the role of marketing weakens. As a result, marketing’s own value and power will suffer.
As mentioned, Moorman and Rust (1999) do not seem to agree with this view of the role
of the marketing function under a market orientation.

Overall, based on the preceding discussions, it can be argued that the marketing
function is vital to the successful development or enhancement of market orientation in a
firm with no or a low level of market orientation (e.g., Slater and Narver 1994b). The |
marketing function provides a rich foundation for market-oriented thinking and behavior
to cultivate (e.g., Moorman and Rust 1999; Slater and Narver 1994b). As the level of
market orientation increases, the marketing function becomes less important and less
powerful since marketing activities are dispersed across functional units within the
organization (e.g., Slater and Narver 1994b; Workman, Homburg, and Gruner 1998).
Now, even traditional responsibilities of the marketing function are shared by other
functional units. This leaves the marketing function with limited responsibilities, and .
therefore, with less power.

Indeed, a few studies have explored or discussed the role of marketing in the firm

(e.g., Moorman and Rust 1999; Workman 1993). Further research should attempt to
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develop a general theory of marketing and its role within the firm in general (Workman

1993). Especially, the extent of marketing’s role in a market-oriented firm should be
explored thoroughly. For example, what incentives, if any, should be offered to the
marketing personnel to mobilize them into building a strong market orientation at the
expense of their functional power and traditional responsibilities. The current conceptual
and empirical work fails to clarify this point.
2.4.3.4. Employee Involvement

Many scholars appear to agree on the notion that employees at all levels of the
organization have a profound role in the development of a market orientation (e.g., Day
1994; Day and Wensley 1988; Kohli and Jaworski 1990; Martin, Martin and Grbac 1998;
Slater and Narver 1994b). In a market-oriented organization, employees actively
participate or are involved in market-oriented activities (Kohli and Jaworski 1990; Slater
and Narver 1994b). Employee involvement in marketing activities is a crucial part of a
market orientation. It leads to successful implementation of market-oriented activities and
successful development of a market-oriented culture (Martin, Martin and Grbac 1998).
For example, in a market-oriented firm, managers and employees throughout the firm are
expected to establish and maintain close relationships with their customers. They either
call on their customers or invite them into their own facilities to constantly monitor théir
changing needs and figure out ways to satisfy them (Slater and Narver 1994b).

In order to encourage and enhance employee involvement in market-oriented
activities, organizations need to be willing to empower their employees. Employee
involvement in market-related activities consists of “providing employees with the

necessary market information and empowering them to autonomously take action to
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devise the means to better satisfy customer needs” (Martin, Martin and Grbac 1998,

p.494). Employee involvement often requires “delegation of individual responsibility”,
“autonomous decision making”, and “developing workers with positive feelings of self-
efficacy” (Martin, Martin and Grbac 1998, p.494). Employee empowerment seems to be a
pre-requisite for the success of employee involvement. Employee empowerment includes
the delegation or sharing of power with employees. It is also seen as both the relational
construct based on resource sharing and the motivational construct based on enhancing
self-efficacy and individual power-driven motivation (Martin, Martin and Grbac 1998).
Employee motivation and empowerment, and interfunctional coordination create
more opportunities for success (Slater and Narver 1994b). In a market-driven firm,
employees are given a considerable amount of power to solve customer problems (Day
1994). According to some scholars, there are no distinctions between market-driven firms
and market-oriented firms (e.g., Deshpandé and Webster 1989; Shapiro 1988; Slater and
Narver 1995). They are actually considered to be the same. Day (1994, 1998) used the
term ‘market-driven’ to define a firm with a strong market orientation. Therefore, the -
arguments associated with market-driven firms also apply to market-oriented firms (e.g.,
Deshpandé and Webster 1989; Shapiro 1988; Slater and Narver 1995). Market-driven
firms successfully resolve customer problems without seeking any approvals from a
higher authority (Day 1994). Menon, Jaworski, and Kohli (1997) noted that the
empowerment of employees at the lower levels of the organization through the
decentralization of decision making processes seems to be beneficial. It appears to reduce
conflicts and enhance interdepartmental connectedness (Menon, Jaworski, and Kohli

1997). The authors further observed that “Decision-making responsibilities seem to help
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employees become goal focused and develop networks necessary to achieve the stated

goals” (Menon, Jaworski, and Kohli 1997, p.195). Employee empowerment is a key to a
strong market orientation.

In a market-oriented culture, in order to promote employee involvement and
empowerment, the importance of employees’ involvement is effectively communicated to
all organizational levels in a top-down manner. The sharing of market-related intelligence
throughout the organization and the forming of informal or formal cross-functional teams
are strongly encouraged (Day 1994; Day and Wensley 1988; Kohli and Jaworski 1990;
cf., Martin, Martin and Grbac 1998; Slater and Narver 1995). Martin, Martin and Grbac
(1998) suggested that goal setting is a promising technique to increase employee
involvement to develop a strong market orientation in a firm in transitional economies.
“Goal setting is a motivational technique that has been found through years of research to
increase employee productivity” (Martin, Martin and Grbac 1998, p.496; emphasis
added). The authors argued that this goal setting technique can also be an important
remedy for solving the problems related to employee involvement and empowerment
resulting from the three characteristics (i.e., individualism and collectivism, power
distance, and uncertainty avoidance) of a national culture
(Martin, Martin and Grbac 1998).

It is clear from the preceding discussions that the workforce in a market-oriented
firm has an active role in developing market orientation. Due to the significance of
employee involvement in developing a market orientation, firms need to be very careful
about recruiting and retaining the best people possible. They should provide the best

training possible to those selected (Slater and Narver 1994b). Some firms take this effort
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further and involve their key customers in decisions involving the hiring and training of

contact people, along with the development of motivation and reward systems for
employees (Slater and Narver 1994b). In market-driven firms, rewards are awarded on the
basis of customer-related measures such as determinable achievements in customer
satisfaction and retention (Day 1994).

From both the behavioral and cultural perspectives of a market orientation, the
role of employees in developing a strong market orientation is unarguably pivotal (e.g.,
Day 1994; Day and Wensley 1988; Kohli and Jaworski 1990; Martin, Martin and Grbac
1998; Slater and Narver 1994b). To the author’s best knowledge, despite its centrality, the
potential effect of employee involvement and empowerment on the success of the |
development program has not received significant research attention to date. Future
research studies should examine whether firms with a high degree of employee
involvement and/or empowerment are more likely to meet their development
objectives/goals better and earlier than those with a low level of employee involvement
and/or empowerment. A high level of employee participation and empowerment may
enhance the firm’s ability to develop a strong market orientation in a relatively short
period of time. Empirical probes of all these issues would be a unique and significant .
contribution to this line of research.
2.4.4. Deviations From Being Market-Oriented

As stated earlier, the terms ‘market-driven’ and ‘market-oriented’ are considered
to be synonymous (e.g., Deshpandé 1999; Deshpandé and Webster 1989; Shapiro 1988;
Slater and Narver 1995). Deshpandé (1999) claimed that “market-oriented, customer-

focused, market-driven, and customer-centric have become synonymous with proactive
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business strategy in firms worldwide” (p.1). When presenting the evidence that market-
driven companies outperform their rivals, Day (1998) referred to the findings of the
studies by Deshpandé, Farley, and Webster (1993), Jaworski and Kohli (1993) and
Narver and Slater (1990) as evidence. Thus, it would be appropriate to say that the
arguments regarding market-driven organizations may be applicable to market-oriented
organizations as well. Following Deshpandé (1999), Deshpandé and Webster (1989),
Shapiro (1988), and Slater and Narver (1995), the term ‘market-driven’ and the term |
‘market-oriented’ are considered to be synonymous in the present study. Therefore, the
following discussion regarding market-driven organizations will be included in this
section of the study.

Day (1998) classified less successful practices of being market-driven in three
groups: The self-centered, the customer compelled, and the skeptical. The self-centered
firms are the firms “who may have been market-driven at one time but don’t realize until
they encounter, trouble that they have lost their focus” (Day 1998, p.1). Especially,
successful firms (e.g., IBM) are more likely to involve the self-centered trap. Since these
firms experienced the benefits of being market-driven at one time, they had a clear and
shared understanding of how to deliver superior customer value. But, as the time passes,
this understanding is taken for granted by the next generations of managers. “The dire
consequences of this inward focus may be obscured for years until the value proposition
loses touch with changes in the market or the original meaning is distorted beyond
recognition by the original target market” (Day 1998, p.2). The self-centered trap is
similar to the competency trap in which a core organizational capability (in this context,

being able to create superior customer value) becomes a trap. This occurs “when new
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procedures or capabilities may be more effective than old ones but the organization is
unwilling or unable to reject the capability it has invested in so heavily” (Slater and
Narver 1999, p.243). Generative learning is constrained and organizational learning
becomes ineffective (Dickson 1992; Slater and Narver 1999).

The organization in the customer compulsion trap focuses on satisfying every
customer instead of satisfying those who are worth pursuing (Day 1998). There is a
tendency to give the customer whatever he or she wants. Soon customers notice the
organization’s weakness and try to exploit it by threatening to switch if the latest move by
a rival supplier is not matched (Day 1998). This results in increasing costs and increasing
pressure on prices (Day 1998). Consequently, the organization starts to disbelieve the
value of a market orientation. The skeptical firms are the firms “who doubt the
advisability of being led by customers and put their faith in superior judgment and
technology as the key to a long-run competitive advantage” (Day 1998, p.2). It may be
very difficult for the organization to rebuild its trust of a market orientation.

The skepticism trap occurs when the organization starts to question the value of
the giving of priority to customer needs and wants in decisions. Some scholars argue that
it is wise to ignore the customer voice in some contexts since customer ideas cannot lead
to innovative, breakthrough products and services (Day 1998; Hamel and Prahalad 1994).

Also, it is argued that the continuous effort to understand the customer better through
increasing numbers of focus groups and surveys serves as an impediment to the |
realization of real work. Therefore, ignoring the customer helps companies offer new

products which are safe and bland (Day 1998; Martin 1995).
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The issue of possible delinquencies in maintaining a desired level of market
orientation within the company has not been discussed by the marketing community in a
broader scale yet. Therefore, this conceptual study by Day (1998) has been very
enlightening to practitioners as well as scholars. Day (1998) sees all these unsuccessful
practices of being market-driven as different forms of organizational myopia. Day (1998)
clearly expresses the problems and traps involving the management of a market
orientation within organizations. Sustaining a strong market orientation over time is a
challenging task. Future studies should explore the depth of these potential traps in solid
conceptual as well as empirical works.

2.4.5. Broadening the Scope of a Market Orientation

In the market-driven era, the market has the “pivotal role” in the design,
development, and implementation of new organizational strategies and in the discard of
the old ones (Cravens 1998, p.237; Cravens, Greenley, Piercy, and Slater 1998; Day
1994). Developing effective new market strategies can create great opportunities for
businesses. Designing market strategies on the basis of a reactive stance and/or a
proactive stance can significantly affect the success of businesses (Baker and Sinkula
1999; Chandy and Tellis 1998). Some studies have stressed the importance of a proactive
stance for businesses and the need for broadening the scope of a market orientation to
include proactive responsiveness or market insight or the driving markets concept as an
integral part of it. (e.g., Jaworski and Kohli 1996; Jaworski, Kohli and Sahay 2000;
Chandy and Tellis 1998).

Recently, several scholars have contended that the scope of a market orientation is

actually broader than that previously defined (e.g., Jaworski and Kohli 1996, Jaworski,
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Kohli and Sahay 2000). Jaworski, Kohli and Sahay (2000) criticized the current literature

for defining a market orientation as an approach that mainly focuses on existing or current
customer needs/preferences and market structure (customer-led). They believe that this
would be a narrow conceptualization of a market orientation. Indeed, a market orientation
is more than that and aims to proactively shape the customer preferences and/or the
market structure rather than accepting them as given. Market/industry foresight or
proactiveness has been seen as an integral part of a market orientation. Market or industry
Jforesight has been viewed as an extremely crucial, subset element of being market-
oriented by Jaworski and Kohli (1996). Jaworski and Kohli (1996, p.126) defined market
foresight as “a strategic orientation to market that moves beyond the short-term current
customers and competitors to the broader forces that shape markets.” In another
definition, industry foresight has been referred to “an organization’s ability to anticipate
and perhaps even shape the evolution of markets” (Also see Hamel and Prahalad 1994;
Jaworski and Kohli 1996, p.125). Obviously, market or industry foresight broadens the
concept of market orientation. Thus, a market orientation is characterized by not only é
reactive position but also a proactive position towards markets.

According to Jaworski and Kohli (1996), the issue of “being market driven versus
driving markets” is a critical one. Most of the research on market orientation implicitly
advises firms to be reactive towards their markets rather than being proactive. The
authors suggest that “the explicit incorporation of a proactive stance in addition to a
reactive stance would be more accurate from a descriptive as well as a prescriptive
standpoint” (Jaworski and Kohli 1996, p.126). They argue that the third dimension (i.e.,

responsiveness to market intelligence) of a market orientation should contain both
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reactive and proactive responses (Jaworski and Kohli 1996). Proactive responsiveness is
especially important for high-tech firms such as Texas Instruments, Hewlett-Packard,
Intel, and Motorola (Jaworski and Kohli 1996). Proactiveness enhances the ability of the
firm to anticipate future technological developments, market and economic trends, and
possible demographic shifts ahead of its competition.

Chandy and Tellis (1998) addressed the benefits of being proactive. They
reminded scholars that too much emphasis on current customer needs can be damaging
especially from the innovativeness standpoint. Based on the results of their empirical
study, Chandy and Tellis (1998) argued that “radically innovative firms tend to focus on
the future customers and competitors that could enter their markets, more than on those
with whom they currently deal” (p.484). Chandy and Tellis (1998) urged scholars
working on market orientation that a strong focus on current customers can actually leéd
firms to give less attention to future customers. Also, such a focus can be misleading and
cause many future opportunities to be missed. They believed that the current market
orientation research should differentiate between current and future customers.

Baker and Sinkula (1999) discussed the importance and potential for
proactiveness in particularly learning-oriented organizations. They asserted that firms
with a strong learning orientation would prefer to lead the market rather than being led by
the market (Baker and Sinkula 1999). The authors argued that:

“breakthroughs do not always come from reacting to the market as it is.

Innovation sometimes requires the vision to predict what the market may become.

That is, a firm with a strong learning orientation may recognize that customer

satisfaction may not always be maximized through a strict interpretation of the

feedback received from current customers, channels, and competitors but instead

through innovative disruptions to the status quo that consider, but do not rely
solely on, outside-in processes” (Baker and Sinkula 1999, p.415).

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

66



67

This argument gives considerable support to Chandy and Tellis’s (1998) argument that
radical innovativeness may be a product of taking a proactive stance toward the market.
Baker and Sinkula (1999) maintained that “in an environment in which no new overt
signals from competitors, customers, or channels demand change, improving performance
may depend totally on the motivation and ability of an organization to look proactively at
the environment in a new way and, in essence, to change it themselves to their advantage”
(p.423). Such proactiveness can be achieved through a strong learning orientation.
However, a strong learning orientation may not be enough alone if the “firms with both
strong learning and market orientations may be best able to uncover and respond to both
explicit and latent environmental forces through a combination of adaptive and generative
learning that enables innovative and reactive marketplace behaviors” (Baker and Sinkula
1999, p.423). Day (1998) highlighted the crucial role of a strong learning orientation in
developing a proactive market stance within the organization. Day (1998) argued that
“leading customers to where they want to go is inherently risky, so firms must be willing
to continually learn and refine their judgments through broad scanning and
experimentation” (p.5). Apparently, organizations should back their market orientation
with a strong learning orientation to achieve and sustain a continual proactive stance and
behavior.

Jaworski, Kohli and Sahay (2000) put more consideration into the ideas suggested
by Jaworski and Kohli (1996) about proactiveness or driving markets. They extended the
earlier work of Jaworski and Kohli (1996) by identifying two approaches to being market-

oriented via a theoretical framework (Jaworski, Kohli and Sahay 2000, p.46). Jaworski,
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Kohli and Sahay (2000) suggested that there are two approaches to being market-

oriented: a market-driven approach and a driving-markets approach. The market-driven
approach involves “a business orientation that is based on understanding and reacting to
the preferences and behaviors of players within a given market structure” (Jaworski,
Kohli and Sahay 2000, p.45; the original is in italics). A market-driven business accepts
the market structure and/or actions of market players as given, and tries to develop
superior customer value under these given conditions. It prefers to adapt its offerings to
“the voice of the customer” (Jaworski, Kohli and Sahay 2000, p.45). The driving-markets
approach, or market driving approach refers to “influencing the structure of the market
and/or the behavior(s) of market players in a direction that enhances the competitive
position of the business” (Jaworski, Kohli and Sahay 2000, p.45; the original is in italics).
Their conceptualization of a market orientation provides valuable insights that should
enable practitioners to develop a strong, full-scale market orientation in their firms. The
authors explained the extent of the driving-markets approach in great details and provided
insightful information and real-life examples about how a firm can reshape market
structure and/or market behavior properly. Also, this study unveiled further possible
avenues of research for scholars. The authors suggested that the determination of
conditions under which the driving-markets approach works, the development of
appropriate measurement devices for evaluation of a firm’s market-driving behaviors, and
the investigation of the extent to which market behaviors can be shaped are viable, fertile
topics for future research (Jaworski, Kohli and Sahay 2000). Certainly, the issue of
driving markets or “proactive responsiveness” should be investigated more closely in

future studies (Jaworski and Kohli 1996, p.127). According to Jaworski and Kohli
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(1996), future research on the issue of driving markets should focus on identifying the

types of firms and conditions which can effectively allow effective market shaping.
2.5. Market Orientation Research: An Empirical Perspective

The empirical studies of market orientation have unambiguously outnumbered the
conceptual ones. A substantial amount of research effort has been devoted to the
relationship between market orientation and business performance in a single or a multi-
industry context in the U.S. as well as in international settings (e.g., Deshpandé, Farley,
and Webster 1993; Greenley 1995¢; Homburg and Pflesser 2000; Jaworski and Kohli
1993; Kohli and Jaworski 1990; Matsuno and Mentzer 2000; Narver and Slater 1990).
More specifically, the market orientation-performance linkage has been investigated in an
international context (e.g., Deshpandé and Farley 1999; Deshpandé, Farley, and Webster
1993; Selnes, Jaworski, and Kohli 1996), in different business settings (e.g., Cadogan,
Diamantopoulos, and Mortanges 1999; Kumar and Subramanian 2000; Voss and Voss
2000), and in a small business context (e.g., Appiah-Adu 1997; Pelham 1997; Pelham and
Wilson 1995). A small group of empirical studies have examined the various forms or
patterns of market orientation that exist within organizations (e.g., Greenley 1995¢; Lado
and Rivera 1998; Liu 1996).

A significant body of research on market orientation has attempted to develop
more reliable and valid market orientation measurement scales (e.g., Deng and Dart 1994;
Deshpandé€ and Farley 1996; Homburg and Pflesser 2000; Jaworski and Kohli 1993;
Kohli, Jaworski, and Kumar 1993; Matsuno and Mentzer 2000; Narver and Slater 1990).
Few studies have made a comparison or criticism of the extant measurement scales (e.g,

Cadogan, Diamantopoulos, and Mortanges 1999; Deshpandé and Farley 1996;
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Oczkowski and Farrell 1998; Wrenn 1997).

A specific research effort has been directed toward the effects of market
orientation on sales behavior and attitudes (e.g., Menguc 1996; Siguaw, Brown, and
Widing 1994), and on channel relationships (e.g., Baker, Simpson, and Siguaw 1999;
Siguaw, Simpson, and Baker 1998, 1999; Steinman, Deshpandé and Farley 2000). A
group of scholars have explored the relationship between market orientation and
organizational learning/learning orientation (e.g., Baker and Sinkula 1999; Slater and
Narver 1995), market information processing (e.g., Sinkula 1994), and innovation/
innovativeness (e.g., Atuahene-Gima 1996; Han, Kim, and Srivastava 1998; Hurley and
Hult 1998; Lukas and Ferrell 2000). Table 2.1 provides a brief review of all of these

studies:
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Table 2.1

&

Studies of the Market Orientation-Firm Performance Relationship.

A Summary Table of Major Empirical/Conceptual Studies on Market Orientation

71

Jaworski

Kohli
(1993)

Narver

Slater
(1990)

Slater
and
Narver
(1994a)

Greenley
(1995¢)

To develop a
theoreti
ﬁ’a:rl\qwork
explaining
antecedents and
consequences of a
market orientation.

To test aud validate
the theoretical
framework which is

suggested by Kohli
anﬁglaworskyi
(1990).

To develop a valid
measure of market
orientation and to
investigate its effect
on business
profitability.

To explore whether
or not competitive
environment affects
the relationship
between market
orientation and
performance and
the focus of the
intelligence

eneration activity

i.e., a greater
emphasis on
customer analysis
relative to .
competitor analysis,
OF Vice versa).

To investigate the
link between market
orientation and
company
performance in the

In-depth interviews with
62 marketing vs.
nonmarketing managers
from a diverse sample of
companies.

Interviews with 10
academicians at two large
U.S. universities for
model development.

Sample I 27 SBUs.

lI:;}Konse rate: 88.9% for
eting, 77.8% for

nonmarketing.

229 SBUs.

S;srﬂonse rate: 79.6% for
eting, 70% for

nonmarketing.

Sample II; 487
respondents.
Response rate: 47.2%

Multiple respondents.
Managerial Level
(executives).

A sample of 440
respondents in 140 forest
groduct divisions or

BUs of a major Western
corporation.

Response rate: 84%.

81 SBUs of a forest
groducts company and 36

BUs of a diversified
manufacturing
corporation.

Response rate: 84% for
the forest products
corporation, 74% for the
diversified manufacturing
corporation,

Muttiple respondents.
Top Management Level.

A sample of 1000 large
UK companies.

Usable responses: 240

Antecedents: senior
;n;m ement fa;tlors,
interdepartmen
dynamics, and
organizational
systems.
Moderators:
market turbulence,
technological
turbulence, the level
of competition, and
the strength of
general economy.

Antecedents: Top

m ement
(emphasis and risk
aversion),
interdeparimental
dynamics (conflict
and connectedness),
organizational
systems
(formalization,
centralization,
departmentalization,
and reward systems)
Moderators: market
turbulence,
competitive intensity,
technological
Turbulence.

Market Orientation
Business-Specific
Factors (relative cost
and relative size),
Market-Level
Factors (growth,
concentration, entry
barriers, buyer
power, seller power,
technological
change).

Market orientation
measured by the
scale developed by
Narver and Slater
(1990).
Environmental
variables (i.e.,
technological
turbulence, market
turbulence, market
growth, buyer power,
competitive hostility,
and competitor
concentration).

Market orientation
measured by
MKTOR. .
Relative cost, relative
size, ease of market

Business
Rerformance (ie.,
Ol, profits, sales
volume, market
share, sales growth,
and so on), esprit de
corps, job
satisfaction,
organizational
commitment of
employees.

Market orientation
measured by a 32-
item and four-
dimension scale.

Consequences:
employees
(organizational
commitment and
esprit de corps) and
business
performance.

Business
Performance (top
managers’
assessment of the
SBU’s return on

assets-ROA).

Market performance
(i.e., the
respondent’s
assessment of ROA,
sales growth, and
new product
success relative to
all other
competitors in the
SBU's principal
served market over
the past year).

Company
performance (i.e.,
return on
investment, new
product success

A theoretical
framework.

A conceptual
study.

A theoretical
model.

A regression
analysis.

The
Independent
Effects Model.

A reFession
Analysis.

A multiple
regression
analysis.
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Market orientation was
clearly defined.

A number of research
propositions were
suggested for future
research.

Market orientation was
conceptualized and
operationalized.
A new scale for market
orientation was developed.
A market orientation is
;jel?ited to &‘Il)ﬂ'?“ .

udgmen usiness
performance (but not
market share), employee’s
orgam_zatlonaf .
commitment, and esprit de
COTpS.

Market orientation is
strongly associated with
business profitability for
both the commodity and

noncommodity businesses.

They did not find a strong
surport for the moderating
role of a competitive
environment on the
strength of the market
orientation-performance
relationship as well as on
the effectiveness of
different relative emphases
within a market
orientation.

The relationship between
market orientation and firm
rformance is moderated
y environmental factors.

Maintaining a market



Homburg

Pflesser
(2000)

Matsuno
and
Mentzer
(2000)

Ruekert
(1992)

Deshpan
dé

]
Farley,
and
Webster
(1993)

Deshpan
dé and
Farley
(1999)

UK context by
testing a model
similar to that of
Narver and Slater
(1990).

To develop and
validate a
measurement model
of the market-
oriented
organizational
culture.

To test
interrelations
among the different
layers of the culture
and investigate the
links between the
market-oriented
behaviors and
performance
outcomes.

To investigate the
moderating effect of
business strategy

tyPe on the
relationship

between market
orientation and
business
%erformance.

o develop a better
market orientation
measurement
instrument.

To examine the
effect of market
orientation on the
corporation’s
processes and
systems,
employees’ job
attitudes, and firm
performance.

To investigate the
empirical links
among culture,
customer
orientation,
innovativeness, and
business
performance in a
supplier-buyer
context,

"l;o ;‘est af universal
igh performance
model, which
includes some
common
characteristics of
high-performing
organizations in two
Asian countries-
Japan and India.

Top Management Level
(managing directors or
EOs).

Corporate Level.

Fieldwork; A content
analysis of 50 published
reports and field
interviews with 10
managers.

Survey: 1100 managers in
1 lOOegBUs ﬁomant":%e
industries in Germany.

Response rate: 15.7%

Managerial-SBU Level.
(General managers,
marketing managers, and
managers from other
functional units).

A sample of 1000 U.S.
manufacturing
companies.

Response rate: 38.76%

Managerial Level
(marketing executive-
vice president or director
level).

5016 respondents from 5
SBUs of a large, Fortune
500, high technolo,
company in the U.S.
Oox;erall response rate:

(]
Sample 1. 400 responses.
Sample II: 400 responses.

Managerial/Operational
Level.

50 quadrants (a matched
set of buyer-seller dyads
OF pairs).

Sampling unit: a quadrad

Interviews with 2
corporate level marketing
executives from each of
50 Japanese supplier
firms-and 2 purchasing
executives from the
customer firm,

224 interviews with 56
quadrads in Japan.

116 interviews with 29
quadrads in India.

Sampling unit: a quadrad

entry, customer
power, technological
change, market
turbulence, market
growth, and
competitor hostility.

Layers of market-
oriented
organizational
culture: shared basic
values supporting
market orientation,
norms for market
orientation, artifacts
of market orientation,
and market-oriented
behaviors.
Market-oriented
behaviors measured
by the MARKOR

scale.
Moderators: Market
dynamism.,

A new 22-item
market orientation
Soveloped on th

eve on the
basis of the scales by
Jaworski and Kohli
(1993) and Kohli,
Jaworski, and Kumar

1993).

oderators.

Business strate
type (i.e., defenders,
prospectors,
analyzers, and
reactors).

Market orientation,
measured by the 23-
item scale developed
by Ruekert (1992).

Customer orientation
measured by a 9-item
scale developed by
Deshpande, Farley,
and Webster (1993).
Type of

organizational
culture, and
Innovativeness.

Market orientation,
measured by the
scale developed by
Deshpandé, Farley,
and Webster (1993).
Organizational
innovativeness,
organizational
climate, mdal
organization:
culture.

rate, and sales
growth).

Market and
financial
performance.

Economic
Rerformance (ie.,

OI, market share
growth, relative
sales growth,f and
percentage of new
product sales to
total sales).

Corporation’s
processes and
systems,
employees’ job
attitudes, and firm
performance.

Business
formance (i.e.,
Judgmental
meagures of
profitability, size,
market share, and
growth rate
compared to those
of the largest
competitor firm for
that particular
business).

Performance (i.c.,
profit, firm size,
market share, and
growth rate relative
to the business’s
largest competitor).

A multiple-
layer model of
market-
oriented
organizational
culture.

Item-to-total
correlations,
exglanatory

an
confirmatory
factor

analyses.

A moderated
regression,
confirmatory
factor and
multiple-
group
structural
equation
analyses.

ﬁ universal
i
performance
model.

AL
discriminant
analysis.
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orientation may not be
beneficial under the
circumstances of hi
market turbulence, low
customer power, and high
technological turbulence.

Artifacts ?‘)ositive or
negative) have a significant
direct impact on the
market-oriented behaviors.
Market-oriented behaviors
directly affect market
performance which, in
turn, impacts financial
ﬁrfonn.al.ice.

e positive relationship
between market-oriented
behaviors and market

rformance is moderated

market dynamism.

The results supported the
existence of the
moderating effects of
business strategy type on
the strength of the link
between market orientation
and firm performance.

There is a positive
connection between the
level of market orientation
and the degree of long-
term financial
performance.

There is no significant link
between the marketer’s
self-reported customer
orientation and business

rformance.

owever, there is a

sitive relationship

tween the marketer’s
customer orientation
reported by customers and
business performance.

Market orientation and
organizational culture are
main predictors of
organizational success.
Significant differences
between Indian and
Japanese firms centered
around their corporate
cultures and market
orientations, rather than
around their climates or
innovativeness.
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The Context-Specific Studies of the Market Orientation-Performance Relationship.

Au and
Tse
(1995)

Sargeant
and
Mohama
d (1999)

Tse
(1998)

Cadogan,
Diamant
opoulos,
and
Mortang
es (1999)

Raju,
Lonial,
and
Gupta
( 985)

Kumar
and
Subrama
nian
(2000)

Caruans,
Ramases
han and
Ewing
(1998)

To explore the
relationship
between market
orientation and
company
performance.

To examine the
relationship
between market
orientation and
business

Kerfonnanoe in
otel industry.

To investigate the
relationship
between market
orientation and firm
performance in

property companies.

To develop a
measure of an
export market
orientation.

To examine the
relationship
between export
market orientation
and export
performance.

To explore the
relationship
between market
orientation and

company
rformance in

_ healthcare sector.

To examine the
adoption of market
orientation by U.S.
hospitals and its
effect on hospital
performance.

To investigate the
eneralizability of
e market
orientation-
company
performance
relationship for
universities and
public sector.

Samples of 69 Hon,

Kong hotels and 250 New
Zealand hotels and motor
lodges.

Resrlonse rates: 59.4%
for Hong Kong, 59.2%
for New Zealand.

Managerial Level
(general managers).

A sample of 200 hotel
groups in the UK.

Response rate: 43%

Managerial Level
(marketing director).

A sample of 26 property
developers and managers
from large proj
companies in Hong
Kong.

Personal interviewing.

Samples of 1327 UK
exporters and 231 Dutch
exporters.

Response rate: 15% for
the sample and 46%
for the Dutch sample.

A sample of 740 hospitals
in five states. Multiple (4)
respondents from each
hospital.

Response rate: 24%
Top Management Level.

ﬁo ggmlse' of 600
Response rate: 28.5%

Managerial Level
( hospital administrator).

502 heads from public
grganimtionl;s e::ld 18:1 ,
epartment s in
Australian and New
Zealand universities.

Response rate: 35.5% for
public sector and 46.2 %
for universities.

Managerial Level

Market orientation
measured by the
modified version of
Kotler's (1977)
questionnaire, and
some other
dimensions
developed by the
authors.

Market orientation
measured by the
modified form of the
scales by
Parasuraman, Berr;,
and Zeithaml (1983)
and Deng and Dart
(1994),

Market orientation
assessed by a
modified version of
Kotler’s (1977)
questionnaire and
other measures.

Export market
orientation,

The scale developed
by the authors is
based on the scales
suggested by
Jaworski and Kohli
(1993), and Narver,
Jacobson, and Slater
(1993).

Market orientation,
measured by a
modified form of the
MARKOR scale.

Market orientation,
by Kumar,
Subramanian, and
Yauger (1998)’s
scale that was
refined and an
expanded version of
the scale develoj

b{ Narver and Slater
(1990).

Market orientation,
measured by the
modified version of
the MARKOR scale.

Performance
(hotel’s occupancy
rate).

Performance (i.e.,
profitability and
turnover).

Company
performance (i.e.,
total asset, total
equity, sales, net
income, return on
investment, return
on equity and profit
margin).

Export performance
(i.c., sales
performance,
perceived
performance
relative to
management’s
export objectives,
and overall
assessment of the
firm’s export
Success).

19 judgmental
performance
measures reduced to
3 measures (ie.,
g;}ncld

ormance,
market/product
development, and
internal quality).

Hospital
performance (i.e.,
growth in revenue,
return on capital,
return on new
services, ability to
retain patients, and
controlling
expenses).

Performances of
public sector and
universities.

PCA, simple
correlation
and regression
analyses.

A cluster
analysis.

A simple
correlation
analysis.

Correlation/va
riance, factor
and
discriminant
analyses.

Exploratory
factor and
regression
analyses.

MANQVA
and univariate
analyses.

A regression
analysis.
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There is no significant
relationship between
market orientation and
hotel performance for the
both samples.

Market orientation does not
have a direct effect on
business performance in
this sector.

There is no significant
correlational relationship
between market orientation
and company performance
for large property
companies.

Each of elements of export
market ?;'ien:iatlpn p% "
positively and significantly
associated with each
dimension of export
rformance for the both
K and Dutch samples
with only one exception.

Market orientation has a
significant influence on
each of the performance
dimensions.

Overall market orientation
improves hospital
g{erfogmance'.

ospitals with a
competitor-focused market
orientation showed
superior performance.

There is a positive
relationship between
market orientation and
performance for both the
public sector and
universities.

Particularly,
responsiveness seemed to
be exerting a greater
influence on the firm
performance in both type



(Senior managers, and

74

of organizations.

department heads).
Vossand  To investigate the A sample of 128 non- Strategic orientation Theater A theoretical Customer orientation is
Voss relationship profit professional (market orientation), performance (i.e., ework. negatively associated with
(2000) between customer theaters. ndustry seating capacity, subjective and objective
orientation and characteristics, perceived quality, Regression measures of subscriber
business Response rate: 79% strategic position, and so on). and factor performance,
performance in an . organizational analyses. Customer orientation has
artistic context. (Managerial Level) characteristics, and neither positive nor
Managing directors of product negative influence on
theaters. characteristics. single-ticket buyers.
Studies Investigating the Market Orientation-Firm Performance Link in the Small-Firm Context.
Pelham To explore the Longitudinal data for Market orientation, Business position A theoretical Formalization,
and relationship 1992-1993 from a sample  measured by the variables (i.e., model. coordination, and control
Wilson tween market of 68 small Michigan scale sug%ested by relative product systems have a strong
(1995) orientation and firm  firms from a variety of Petham (1993) based  quality, marketing Stepwise effect on market
performance. industries. on the measures effectiveness, regression, orientation.
. developed by Narver  growth/share, and correlation, Maintaining a strong
The data obtained froma  and Slater (1990)and  profitability). and path market orientation, small
university’s database. Jaworski and Kohli analyses. firms can increase their
(1993). marketing effectiveness
Top Management Level. (new product and market
Strategy, market development success),
environment, and market/growth share, and
organization profitability.
structure.
Pelham To investigate the A sample of 160 Market orientation. Firm performance A theoretical Market orientation has a
1997) mediating effects on  industrial firms. (i.e., firm model. direct and significant
the relationship . effectiveness, impact on firm
between market A mail survey. growth/share, and effectiveness.
orientation and profitability). Firm effectiveness serves
profitability. as a mediating variable
between market orientation
and firm performance
dimensions of sales
growth/market share and
profitability.
Appiah- To investigate the A sample of 500 small Market orientation, Firm performance A regression Market orientation has a
Adu relationship manufacturing and measured by scale (i.e., new product analysis. positive impact on new
(1997 between market service firms in UK. developed by Pelham  success, sales product success and a
orientation and firm and Wilson (1996). growth, and significant and positive
performance. To Response rate: 22%. profitability). effect on sales growth and
examine moderating . Moderators. Market K'uioﬂmbili levels.
effects of various Managerial Level and technological arket turbulence,
environmental (directors/executives). turbulence, competitive intensity, and
variables on this competitive intensity, market growth act as
relationship. and market growth. moderators under certain
conditions.
Horn To investigate A sample of 500 small- Antecedents. Top Market orientation, A regression Market orientation is a
and Chen  antecedents and and medium-sized management measured by a analysis. significant determinant of
(1998) consequences of a Taiwanese manufacturing  variables and modified version of overall business
market orientation. companies. organizational system  scale by Jaworski performance, employees’

Response rate: 15.2%.
Top Management Level.

variables.

and Kohli (1993).

Consequences:
Overall business
performance,
organizational
commitment, and
esprit de corps of
employees.

organizational .
commitment, and esprit de
corps.

Studies Pertaining to the Link Between Market Orientation and Organizational Learning/Learning Orientation.

Sinkula
(1994)

Reproduced with permission of the copyright owner

To enhance the
marketer’s
understanding of
the market
information
rocessing and
owledge creation
mechanisms.

A conceptual

study.

. Further reproduction prohibited without permission.

A set of research
propositions were
developed to be tested in
the future research.
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To identify and
describe the
relationship
‘ n market
information
processing and
organizational
learning.
Slater To develop a theory A conceptual A market-oriented
and of learnin study. organizational culture is
Narver organization that likely to provide a more
(1995) provides a broader —— — —— effective ground for the
perspective on our cultivation of the learning
apprehending of the organization only if it is
advantages of _ supplemented by a spirit of
market otientation. entrepreneurship an
. appropriate organizational
To motivate climate, structures,
scholars to conduct grocesses,‘ and incentives
more research on ‘or operationalizing the
the learning cultural values.
organization.
In brief, the crucial
elements of a market
orientation are necessary,
but not sufficient, to create
a leaming organization
Baker To examine the A sample of 1000 Market origntation, Organizational A theoretical There is a positive
and synergistic and marketing and 1000 measured by performance (i.e. model. relationship between
Sinkula independent effects ~ nonmarketing business MARKOR, and new product market orientation and
(1999) of market executives ( min. rank: leaming oriertation. success, overall Confirmatory  overall performance.
orientation and vice presidency). performance, and factor analysis N
learning orientation . change in market and regression  There is a significant and
on organizational Multi-industry sample. share relative to the  analysis. sitive relationshi
performance. firm’s largest ecen market orientation
Overall response rate: competitor). and new product success.
21% (60% for marketers,
and 40% for Learning orientation does
nonmarketers). not have a moderating
effect on the link between
Top Management/SBU market orientation and
Level. overall performance.
Studies Pertaining to the Link Between Market Orientation and Innovation,
Hurle To construct a A sample of 20,088 Structural and Competitive A theoretical Even though the authors
and Hult  theoretical employees from 56 process advantage, and framework, included market orientation
(1998) framework that Froups or divisions of a characteristics, performance. as a cultural antecedent to
explains the arge R&D agency of the  cultural The organizational
potential U.S. federal government.  characteristics (i.e., framework innovativeness in the
relationships among market focus, partially theoretical framework, they
innovation Response rate: 48%. learning and tested. did not empirically
constructs (i.e., development, status investigate it in the study.
innovativeness and  Operational Level. differentials, . Factor and . .
capacity to participative decision regression Therefore, this study did
innovate) and making, support and analyses. not produce any empirical
competitive collaboration, power results related to market
advantage/performa sharing, orientation.
nce. communication, and
tolerance for conflict
and risk),
organizational
innovativeness,
capacity to innovate.
Han, To investigate the A sample of Market orientation, Organizational A systematic Market orientation
Kim,and  mediating effect of 225 banks. measured by the performance (i.e., framework. facilitates organizational
Srivastav  organizational scale developed by growth and innovativeness, which
a (1998) innovativeness on Response rate: 59.5% Narver and Slater profitability). positively influences
the market (1990), confirmatory organizational performance
orientation- Senior Management environmental factor analysis

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Lukas
and

Ferrell
(2000)

corporate
performance
relationship.

To investigate the
relationship
between market
orientation and
product innovation
at the component
level.

Level.

A sample of 561 SBUs
from 800 U.S.
manufacturing
companies.

Return rate: 34.6%.

SBU Level.

turbulence (market
and technological)
and organizational
Innovation as a
mediator.

Market orientation,
measured by
MKTOR (i.e.,
customer orientation,
competitor
orientation, and
interfunctional
coordination).

Product innovation
(ie., line
extensions, me-too
products, and new-
to-the-world
products).

and a three-
stage least
squares
analysis
(3SLS).

Canonical
correlation
and regression
analyses.
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through a mediating effect.

The type(s) of product
innovation is contingent
upon customer orientation,
competitor orientation and
interfunctional
coordination.

Customer orientation is
likely to increase the
introductions of new-to-
the-world products and
decrease the number of
me-too products launched.

Studies Pertinent to the Market Orientation/Market Knowledge Competence-New Product Performance Relationship.

Atughene  To investigate the A sample of 600 Market orientation, New product Aconceptual  Market orientation has a
-Gima relationship Australian firms from measured by the activities (i.e., framework. significant positive
(1995) between market services and scale developed by proficiencies of relationship with new
orientation and new  manufacturing industries.  Ruekert (1992). development and Regression product development
product launch activities, and split activities and performance.
development Response rate: 47.7% Moderators: product advantage, group
activities and . environmental service quality, analyses. The environment and the
performance at the Project-based. hostility, degree of marketing synergy, type of new products
project level. product newness to technology synergy, (radical versus
. customers and firms,  and int ction incremental) moderate the
and stage of the teamwork), and relationship
product life cycle. new product market orientation and new
performance (i.e. product performance.
market and project
performance).
Xuereb To investigate the Pretest. a few marketing  Firm strategic Innovation Aconceptual A strong technological
and effects of managers. orientation performance, and model. orientation leads to
Gatig)non different strategic (customer, nnovation superior products.
(199 orientations of the Survey: A sample of 3000 competitor, and characteristics (i.e., A regression
firm (customer, marketing executives technological), product . analysis. When demand is relativel
competitive, and from a broad cross- firm resources, radicalness/similarit uncertain, a firm with bo
technological) on section of industries. innovation y, product consumer and technology
innovation Response rate: 14%. characteristics, and advantage, and orientation can achieve
ormance and market product costs). superior performance
innovation SBU Level. characteristics. levels for their products.
characteristics. Moderators:

Project-based. Interfunctional A competitive orientation
coordination, and in high-growth markets is
market useful.
characteristics.

Liand To test the effect of A sample of 1074 U.S. R&D strength, and New product A conceptual Each component of market
Calanton  market knowledge software companies. market knowledge advantage and new model of knowledge competence has
¢ (1998) co(r)ndpetence on new competence, product market market a positive influence on new
product advantage Response rate: 24.8% marketing-R&D performance. knowledge product advantage, which
and market interface, customer competence. 1s also positively related to
performance in a Top Management Level. and competitor . product market
project level, . knowledge processes. Generalized performance.
Project-based. Antecedents: external least squares
and internal factors. (GLS) method
m EQS.
Studies Pertinent to the Link Between Market Orientation and Channel Relationships.
Baker, To probe the impact A sample of 380 Supplier’s perception  Relationship A . There is a significant
Simpson, of a supplier’s suppliers from a wide of distributor’s indicators/ hypothesized strong association between
and perceptions of a variety of industries, market orientation, constructs (i.c., model. the supplier’s perception of
Siguaw reseller’s mar