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Abstract

In today’s fast moving business environments, managers must be able to gather
and interpret data in such a way as to identify lucrative market opportunities. However,
being able to exploit these opportunities is contingent on management’s ability to sense
important changes in the market or see the market in a new way and ultimately craft an
appropriate response to these insights. Unfortunately, this ability to identify market
opportunities has not been explored in the marketing literature. Very little is known
about the cognitive processes managers use as they seek out market opportunities.

The purpose of this dissertation is to shed some light on these cognitive processes
by developing a conceptualization of market opportunity recognition mechanisms.
Specifically, market opportunity recognition mechanisms are conceptualized as a set of
interrelated constructs that include management team situational awareness, management
team creative problem solving and management team strategic and tactical agreement.
This conceptualization is built from a thorough review of the entrepreneurship, creativity,
cognitive science, and market orientation literatures as well as from insights gained from
field interviews and observations. The market opportunity recognition mechanisms are
tested in a nomological framework that includes a contingency based view of firm
responsiveness. The test of the dissertation hypotheses was conducted using participants
engaged in a dynamic market simulation. The results of the tests suggest that situational
awareness is the foundational construct in market opportunity recognition mechanisms
and that the interaction between situational awareness and team agreement on tactical and
strategic actions increases the probability that the team will effectively align resources to

market conditions. This ultimately results in increased financial performance.
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Chapter 1 — Introduction
CHAPTER OVERVIEW

Marketing scholars have devoted considerable time and attention to the notion of
market orientation (MO) and its impact on the organization. In this information age, it is
no wonder that researchers focus on the use of market information for the betterment of
the firm. For the most part research on market orientation has been conceptualized as
either an information sharing construct (Kohli and Jaworski 1990) or a cultural construct
(Narver and Slater 1990). While information sharing is important, even market
orientation scholars have commented that is it naive to think that behavioral changes will
occur in the firm based solely on an increase in customer or competitor information
(Slater and Narver 1995).

Before actions can be taken, managers must think through the information to
identify opportunities that in turn direct their responses and the tactics to be employed. In
other words, the broad information content aspects of Narver and Slater’s (1990) market
orientation or the information flow aspects of Kohli and Jaworski’s (1990) version of
market orientation are both necessary but insufficient factors in being able to identify or
exploit opportunities. In some ways the current conceptualizations of market orientation
create a bit of a black box between the concepts found in market orientation and firm
performance as depicted in Figure 1. Some level of “vision”, “foresight” or
“clairvoyance” is needed so that opportunities in the marketplace can be identified and
acted upon based on the types and amount of market information flowing into the

organization.
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Figure 1 - The Black Box of Market Orientation

Research on market orientation has pointed toward cognitive processes of
interpretation as the link between information content, information flow and
responsiveness. However, as will be discussed later in this introduction, scholars have
just begun to investigate these cognitive processes. Therefore it is critical to examine how
managers think through information in ways that lead to the identification of market
opportunities. The aim of this dissertation is to enhance understanding of how managers
interpret information so as to identify market opportunities that will lead to increased
financial performance if acted upon.

The main objective is to help managers and academics define and measure the
cognitive processes that augment market orientation dimensions on the way to
formulating timely and effective responses to dynamic market conditions. To accomplish
this objective, the theory of entrepreneurial discovery, as well as interviews with
managers and entrepreneurs, is called upon to develop a set of constructs that comprise
market opportunity recognition mechanisms which capture the cognitive factors needed
to identify and exploit opportunities. In addition to the development of the market

opportunity recognition mechanisms constructs, the relationships between these



constructs will be tested within a nomological framework of the market opportunity
recognition mechanisms and response aspects of market orientation. The testing of this
theoretical framework is conducted in hopes of bridging the “interpretation” gap between
traditional MO concepts and firm responsiveness.

While a detailed discussion of opportunities is found in Chapter 2, for purposes of
this introduction it is worth noting that opportunities are defined as the situations to meet
a market need or want through the creative combination of resources that deliver superior
value for the customer and provide a profit for the firm (Archidivili, Cardozo and Ray
2003). In this dissertation, the term market opportunity is used to delineate between
opportunities that exist in the marketplace and other types of opportunities (i.e., the
opportunity to be promoted in a career). Examples of market opportunities include the
chance to develop new products such as the ipod mobile music system or to create new
forms of production and organization such as Ray Kroc’s system of McDonald’s
franchises or Henry Ford’s efficient line method of car production. Also, market
opportunities include the chance to use new types of raw materials in products such as
Edison’s carbon filament that prolonged the life of electric light bulbs. In short, market
opportunities are situations where the managers have the chance to create entirely new
products or services, to serve new markets or to create new means of providing
established products or services.

In the following sections of this chapter a market orientation is presented,
followed by the relevant gaps in this base of research. Next, a brief review of the
theoretical justification used to address the gaps in market orientation research is

presented. This theoretical perspective is used to define and explain the constructs and



the causal mechanisms in play between the constructs. A conceptual framework of the
opportunity recognition process is then presented and research objectives discussed. This
chapter closes with a discussion of the contributions generated by this dissertation, as

well as a brief description of the proposed methodology to test the proposed hypotheses.

Market Orientation

To date, much of the research on market orientation has focused on one of two
aspects of the construct. One stream of research has investigated the information
processing aspects of market orientation by concentrating on market information
acquisition, dissemination and responsiveness originally developed by Kohli and
Jaworski (1990). The second stream of research approaches market orientation from a
cultural perspective, positing that market oriented firms are those whose culture directs
the attention of all employees on customer needs and competitor maneuverings (Narver

and Slater 1990).

Market Orientation as Information Processing Behaviors

The work of Kohli and Jawoski (1990, 1993) viewed market orientation as a set
of information processing behaviors that firms enact in order to generate profits.
Information generation, dissemination and responsiveness are the main components of
this conceptualization of market orientation (Kohli and Jaworski 1990). Information
generation is seen as the act of collecting data about a myriad of market factors that could
affect the firm. Information generation is thought to be both informal and formal,
deriving from casual scanning of the market place and structured market research

respectively (Jaworski and Kohli 1993; Kohli and Jaworski 1990). Information



dissemination is comprised of the sharing of information between all units within the
firm. Here, information flows in upward and downward directions and may be
transmitted via informal “hall talks” or through formal channels such as CRM databases.
Finally, responsiveness is seen as the action taken by the firm based on the market
information that has been acquired and disseminated (Kohli and Jaworksi 1990).
Subsequent conceptualizations framed responsiveness as having two components,
response design (planning aspect of responsiveness) and response implementation
(execution aspects of responsiveness) (Jaworski and Kohli 1993).
Market Orientation as Culture

The second camp of market orientation research focuses on the cultural aspects of
the phenomenon. Narver and Slater (1990) conceptualize market orientation as three
components. The first is the degree to which the firm is customer oriented. Customer
orientation is the “sufficient understanding of one’s target buyer to create superior value
for them continuously” (Narver and Slater 1990, p. 21). Competitor orientation is the
degree to which the firm’s managers understand the company’s strengths and weaknesses
relative to competitor offerings. The third and final component of the Narver and Slater
(1990) market orientation conceptualization is the interfunctional coordination needed
within the firm such that firm resources can be combined to produce superior value for
the customer. According to Narver and Slater (1990) the combination of the three market

orientation components should lead to superior financial performance for the focal firm.



Market Orientation Research Gaps

Subsequent work on market orientation has sought to reconcile the two camps of
market orientation. For example, Matsuno, Mentzer and Ozsomer (2002) and Hult,
Ketchen and Slater (2005) combined the two conceptualizations by hypothesizing that the
cultural constructs of Narver and Slater (1990) lead to the information processing
behaviors of Kohli and Jaworski’s (1990) conceptualization. However, this more holistic
model of market orientation still lacks sufficient insight into the interpretation aspects of
market orientation.

Just because members of a firm acquire and disseminate customer and competitor
information in a coordinated effort to create customer value does not mean that the firm
will achieve a sustained market advantage. Work on market based organizational
learning points out this shortcoming of current MO models by illustrating the importance
of the cognitive aspect of information processing (Baker, Sinkula and Noordewier 1997).
Thus, a considerable contribution can be made to market orientation research by
empirically investigating how corporate decision makers interpret market information on

the way to setting marketing strategy and altering marketing tactics.

Cognitive Shortcomings of Market Orientation

While researchers have acknowledged the importance of interpretation in market
orientation and its link to performance, most of the work in interpretation has been
conceptual in nature (Sinkula 1994; Slater and Narver 1995). To move forward,
researchers must begin to develop measures of interpretation. This is no small task as the

tacitness of cognition makes measuring interpretation difficult. This explains the lack of

6



depth and over simplification in operationalizing the cognitive elements of MO in studies
that have attempted to empirically test the importance of interpretation. For example,
Hult, Ketchen and Slater (2005) simply asked respondents whether or not they developed
a shared understanding of market information with other managers in the firm. This type
of operationalization sheds no real light on the issue as to how members of the
organizations reached that understanding. Furthermore, the over emphasis on “shared
interpretation” detracts from the importance of cognitive processing of information in
that it places the emphasis on reaching a consensus. It is plausible, and probably
common, that members of an organization reach a shared understanding about the market
that is inaccurate resulting in flawed responses to market events. Thus, in order for
market orientation research to move forward, scholars must pursue insights into the
cognitive processes that lead one firm to notice, evaluate and act on market events
appropriately and while other firms sit idly by as the opportunity passes or develop

inappropriate responses.

Response Shortcomings of Market Orientation

As mentioned in the review of market based learning and market orientation
literature, the response aspect of MO is a separate but not so understood dimension that
links information processing dimensions and performance (Hult, Ketchen and Slater
2005). Prior conceptualizations have equated responsiveness with strategy
implementation and planning. However, as posited by the theory of entrepreneurial
discovery, performance is only sustained if the response is accurate and fits the changing

conditions of the market. This represents a significant opportunity for MO researchers as



a contribution can be made through the re-conceptualization of responsiveness that
includes an accuracy perspective. Furthermore, an empirical test of the relationships
between traditional MO elements and an accuracy component of responsiveness would

add to market orientation research.

Methodological Shortcomings of Market Orientation

Market orientation has been mostly conceptualized as an organizational
phenomenon. Yet empirical studies of the market orientation phenomenon have used
single respondent, cross-sectional research almost exclusively. Harris (2002) argues that
past research methods have two main limitations to current approaches to the market
orientation investigation. First, the single respondent survey method rests on the
assumptions that the respondent has knowledge of the culture or information processing
behaviors of the entire firm and that this knowledge is accurate. These assumptions seem
a bit bold in the face of research that highlights the prevalence of organizational sub-
cultures and the diversity of communication processes across the firm (Harris and
Ogbonna 1999). Second, single-respondent methods also assume that relevant
information about the degree of customer or competitor orientation can be ascertained
solely by a single, internal respondent. However, the degree to which a firm is customer
or competitor oriented lends itself to inquiry via dyadic research. In other words,
customers should be surveyed to truly determine the level of customer orientation within
the firm. An additional area of weakness in market orientation research is the
predominance of self-reported dependent variables. From MO’s impact on profitability

and market share at the firm level to creativity, innovativeness and profitability at the



new product level, researchers have relied on self-reports as the primary means of
measuring outcome variables.

In sum, market orientation research would greatly benefit from alternative
methods of inquiry so that all aspects — rigor, richness, and generalizability — can be

accounted for within the market orientation domain (McGrath 1982)

THEORETICAL JUSTIFICATION

In the face of the gaps in extant market orientation literature, this dissertation
attempts to use an alternative theoretical perspective to justify construct definitions and to
develop formal hypotheses about the relationships between these constructs. The
following sections outline the theoretical domain used for in the dissertation including a
brief discussion of the shortcomings of the research that has used this theoretical

perspective in the past.

Austrian Theory of Entrepreneurial Discovery

In an attempt to rectify some of the shortcomings of market orientation research,
this dissertation calls upon the theoretical foundations of Austrian theories of economics
as the basis for construct and hypotheses development. These Austrian theories
emphasize learning as a means of generating competitive advantages but bring a slightly
different perspective than past theories used in market orientation research. Austrian
economics was developed in the early 1900’s in response to the shortcomings of the
neoclassical economic view of markets. Early Austrian economists argued that

neoclassical economics overlooks innovation and creativity in the marketplace. This



notion of creativity is captured best in Israel Kirzner’s theory of entrepreneurial discovery
(1973; 1997).

Kirzner’s theory of entrepreneurial discovery posits that certain actors in the
marketplace have access to information unavailable to other market actors. In addition,
the users of market information must be able to recognize patterns and changes in the
market so that opportunities can be discovered, or to use the data to detect the opportunity
to drive change in the market itself (Kirzner 1999). Herein, this process of discovering
opportunities is known as market opportunity recognition. Entrepreneurial discovery
emphasizes that the response taken as a result of the discovery of an opportunity must be
accurate and fit market conditions, in addition to being timely. Therefore, applying
entrepreneurial discovery to market orientation represents a significant opportunity to
move market orientation research forward. More on the connections between the two

streams of research is provided in Chapter 2.

Entrepreneurial Discovery Research Gap

Since Kirzner first proposed the theory of entrepreneurial discovery (1973), there
has been a great deal of conceptual work surrounding the theory in the management and
entrepreneurship literature. However, this stream of research has not moved forward due
its lack of formal investigation, specifically a lack of measurement and testing involving

market opportunity recognition constructs.

Empirical Investigation of Market Opportunity Recognition

Several scholars have used theories from the cognitive sciences to help explain

the ability to recognize opportunities (Baron 2006; Baron and Ensley 2006; Baron and
10



Ward 2004; De Konig 1999; Gaglio 2004; Gaglio and Katz 2001; Mitchell, Friga and
Mitchell 2005; Mitchell et al. 2002; Ward 2004). Still others have focused on creativity
as a means of explanation (Corbett 2005; Lumpkin, Hills and Shrader 2001; Lumpkin and
Lichtenstein 2005; Smith and Shalley 2003; Ward 2004). However, most of this work on
opportunity recognition is purely conceptual and has not been tested empirically.

Notable exceptions include studies by Kaish and Gilad (1991), Busenitz (1996),
Hills and Shrader (1998) and Sheperd and DeTienne (2005). The Kaish and Gilad (1991)
and Busenitz (1996) studies used an information asymmetry approach to explaining
market opportunity recognition. While these studies attempted to study the concept of
entrepreneurs’ alertness to opportunities, both suffered from methodological issues
including lack of proper measurement development and poor sampling procedures. The
studies by Hills and Shrader (1998) and Sheperd and De Tienne (2005) suffered from
operationalization problems. For example, both studies defined market opportunity
recognition as a cognitive and creative process, yet they operationalized MOR as the
number and quality of opportunities listed by study participants when presented with a
complex business scenario. Clearly, using quantity and subjective quality measures for
MOR does not shed light on the cognitive process itself. The overwhelmingly conceptual
research and poorly executed empirical work on market opportunity recognition calls for

increased rigor in the areas of measure development and hypotheses testing.

CONCEPTUAL FRAMEWORK

As a means of filling these research gaps, this dissertation develops a set focal

constructs which make up the market opportunity recognition mechanisms and places the

11



constructs within a nomological framework as shown in the conceptual model found in

Figure 2. Chapter 2 provides a detailed discussion of the market opportunity recognition

mechanisms, but for purposes of discussion, these constructs represents the cognitive

processing aspect of market information absent from past models of market orientation.

Chapter 2 will develop and justify the definitions of each of the market opportunity

recognition mechanisms constructs and provides the rationale for the hypothesized

relationships between the constructs.

Market
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Wareness Ende Alignment

with Market
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Solving

Means
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—
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Figure 2 - Conceptual Model of the Dissertation
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RESEARCH AIM AND QUESTIONS

The challenge facing organizations is not an issue of gathering and disseminating
customer and competitor information. The challenge is the ability to identify when action
needs to occur and what is the appropriate response to the ever changing marketplace is
developed. Based on prior research on market orientation, very little insight into the
processes for determining the best response has been provided. Previous research on
market orientation has presented a cultural perspective and information sharing
perspective. This dissertation seeks to develop and test a third perspective; a cognitive
perspective of market orientation.

The broad aim of this dissertation is to determine why some management teams
are able to use market information top develop accurate and timely responses to changing
market conditions and other teams cannot. With this stated research aim in mind, the
following research questions will be explored.

1. What are the key constructs comprising the cognitive constructs that make up

market opportunity recognition mechanisms?

2. How can these market opportunity recognition mechanism constructs be

measured?

3. How do the key constructs work together so that the management team can

identify and respond to changing market conditions?

13



RESEARCH CONTRIBUTIONS

The investigation of the research questions stated in the previous section provides
several contributions to market orientation research. First, tackling these questions calls
for the application of a new theoretical lens to market orientation research. By applying
the theory of entrepreneurial discovery, this dissertation provides a richer theoretical
explanation as to why acquiring and sharing market information leads to better financial
performance. In this sense, the black-box of interpretation in market orientation research
is illuminated.

Also, this dissertation provides a richer conceptualization and operationalization
of the cognitive processes necessary to convert shared market information into timely and
accurate marketing responses. This contribution comes in response to organizational
learning scholars who argue that the cognitive processes are difficult to capture but are
critical if market orientation research is to progress (Baker, Sinkula and Noordeweir
1997). This dissertation attempts to develop and use reliable and valid measures of
market opportunity recognition mechanism constructs that have been missing from
market orientation, organizational learning, and entrepreneurship research.

Another contribution of this dissertation is that a fine-grained approach to market
orientation is taken. This approach conceptualizes the “dimensions” of traditional market
orientation models as stand alone constructs worthy of further exploration. For example,
responsiveness, as investigated in past studies of MO has been very narrowly defined and
operationalized. In this dissertation, responsiveness is analyzed and broken into unique

constructs that provide a better understanding of the concept.
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Finally, this study contributes to the MO research through a unique methodology
that allows for deeper investigation into the cognitive aspects of market orientation. The
methodology uses controls for single-respondent biases and uses objective dependent
variables, which could give the MO research field greater confidence in past findings as

well as confidence in the new constructs presented herein.

RESEARCH APPROACH

As mentioned previously, this dissertation takes a novel approach to MO research
that reduces the inherent shortcomings of previously used methodologies (Creswell 2003;
McGrath 1982). In other words, the alternative method provides substantiation of
constructs, stronger support for prior hypotheses and more confidence in prior results
(Eisenhardt 1989). The research approach in this dissertation can be divided into three
parts. In the first part, a thorough review of relevant literature is conducted. This review
includes literature from entrepreneurship, cognitive science, organizational learning,
strategic management and market orientation. Insights from the literature review are
used to define constructs as well as develop a theoretical model that hypothesizes
relationships between the constructs. In addition to reviewing past literature related to
the topics of this dissertation, several interviews with experienced managers and
entrepreneurs were conducted and observation data was collected to further the
researcher’s insights into the phenomenon of opportunity recognition.

This dissertation attempts to develop a scale for measurement instruments related
to the “interpretation” processes mentioned in the section above. In doing so, the

guidelines for scale development proposed by Churchhill (1979) and Rossiter (2003) will
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be followed. Multiple samples were taken from participants engaged in a business
simulation (discussed in the next paragraph) as a means of refining and purifying a valid
and reliable instrument measuring the market opportunity recognition mechanisms
constructs. As mentioned, these scale development procedures came after several
qualitative interviews with the simulation participants, as well as entrepreneurs and
executives working in “live” businesses.

The third element of the research approach is to use a survey methodology in
conjunction with a business simulation in the process of testing the conceptual model
found in Figure 2. In this simulation, team members were assigned areas of
responsibility equating to functional areas of a corporation (marketing, sales,
manufacturing etc.). Once areas of responsibility are established, teams were charged
with the task of starting a computer manufacturing firm that competes against teams also
starting out in the PC industry. This simulation is a realistic way of investigating how
members of the organization interpret market information due to the many different
streams of information available to the firms and the choices that need to be made in
running the corporation. Surveys were used at various points during the game to collect
data on the antecedent and mediating variables, and objective performance data
(generated by the computer software) were used to assess outcomes.

Researchers have acknowledged the benefit of using simulations in the study of
business phenomenon because of the inherent benefits provided by simulated task
environments. Dickinson et al (2004) argue that the use of simulations provide controls
that improve the internal validity of the study, and are realistic enough to produce some
level of external validity. Dickinson et al (2004) posit that additional advantages of using
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simulations in business research include high participant involvement, ease of
replicability, compression of longitudinal phenomena, and the capacity to investigate
topics too complex for broad field surveys. Each of these benefits applies to the present
study of market orientation.

Specifically, by surveying executive teams responsible for starting and running a
simulated business in direct competition with other teams, this method allows for the
collection of insights from the entire “firm.” Also, this methodology has advantages over
past research in entrepreneurial cognition because it attempts to collect data from people
who are in the “act” of starting and running the business as opposed to highly
retrospective surveys that ask people to think back on past corporate processes (Gaglio
and Katz 2001). Finally, this methodology allows investigation of constructs that are
problematic in broad, cross-sectional survey designs and uses outcome measures that are
not self-reported. In short, this method is useful in the development stage of theory
testing and construct measurement under controlled conditions (Gundlach, Achrol and
Mentzer 1995; Gundlach and Cadotte 1994; Tedeschi, Schlenker, and Bonoma 1973),

which is relevant to the study at hand.

ORGANIZATION OF DISSERTATION

Chapter 2 presents the literature review used to provide construct definitions and
formal hypotheses tested in the empirical portion of the dissertation. Chapter 3 provides
the dissertation methodology. In Chapter 3, details of the simulation game are discussed,
as well as the survey methodology employed. The survey discussion includes a detailed

explanation of measurement construction and purification, as well as how the data in this
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study were collected and analyzed. Chapter 4 presents the results of the statistical
procedures used to test the dissertation hypotheses as well as an empirical evaluation of
the final measures used herein. Chapter 5 concludes the dissertation with a discussion on
the findings, the limitations of the current study and the future research opportunities

derived from this dissertation
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Chapter 2 — Building the Theory

CHAPTER OVERVIEW

This chapter provides a review of the literature used to justify the conceptual model
presented in Chapter 1. As mentioned in the previous chapter, scholars need to investigate the
importance of managerial team cognition in the relationship between traditional views of MO
and firm performance. Therefore, this chapter includes a review of the market orientation and
entrepreneurial cognition literature, as well as the team cognition research, in order to bring a
cognitive perspective to MO research. From this literature base, an explanation of the
relationships between MO and Market Opportunity Recognition Mechanisms are provided, as
well as the relationship between market opportunity recognition mechanisms and firm
responsiveness. This explanation leads to the generation of formal hypotheses presented at the
end of the chapter.

The chapter is organized as follows. First, parallels between the concepts of market
orientation and entrepreneurship are presented. Afterward, a review of the entrepreneurial
cognition and creative thinking literature is presented in order to form a working
conceptualization of the market opportunity recognition mechanisms. The details of qualitative
research conducted used in the course of the research follows the literature review. The literature
and the qualitative data are combined to develop conceptual definitions of market opportunity
recognition mechanisms in the proceeding section. The next section discusses past
conceptualizations of responsiveness often found in MO research. From this review, a formal

definition of responsiveness is presented as well. Finally, the conceptual model is revisited and
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formal hypotheses are presented based on the theoretical underpinnings of entrepreneurial

discovery (Kirzner 1999).

MARKET ORIENTATION AND ENTREPRENEURSHIP

PARALLELS

Before delving into the conceptualization and operational definitions of the constructs in
this dissertation, it is helpful to present some background on the parallels between
entrepreneurship and market orientation. While both research streams focus on unique
phenomena, the lineages of the two are not altogether different and when looking at the origins
of both it becomes apparent that similarities exist. In this section, a brief review of the domains
of market orientation and entrepreneurship is presented in order to illustrate the importance of

linking the two via the conceptual model that follows the construct definitions.

Market Orientation

The concept of market orientation is deeply rooted in the marketing concept. For many
years, marketing was thought to belong in the domain of pure economic exchange (Cherington
1920; Copeland 1920; Weld 1916), but as more attention was given to the notion of marketing,
its domain was broadened to include the social aspects of exchange. With this social
perspective, the field of marketing began to explore the importance of understanding and
satisfying customers as a source of competitive advantage and increased profits (Drucker 1954;
Kotler 1972; Levitt 1960; McKitterick 1957). By the late 1970s and early 1980s, scholars had
formally defined the marketing concept as a normative model for corporate behavior. Houston

(1986) expressed the marketing concept as an entity’s achievement of exchange related goals via
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the understanding of potential exchange partner’s needs and wants, understanding the costs
associated with providing for those needs and wants and then designing and producing the goods
and services to meet those needs and wants. This definition clearly builds off of the work of
other marketing concept scholars who broke the concept into three main parts; (1) the integration
and alignment of all functional units within the firm, (2) placing the customer’s needs and wants
at the center of the firm’s attention, and (3) a profit orientation (Barksdale and Darden 1971; Bell
and Emory 1971; King 1965; McNamara 1972).

As time passed, researchers began to empirically investigate the marketing concept and
the link to financial performance (Lawton and Parasuraman 1980). In doing so, researchers were
forced to develop operationalizations of the marketing concept for testing purposes. Most
scholars built off of the idea that the concept included functional integration, knowledge of
customers (including the amount of information and the degree that the information is used) and
that profitability is an important consideration (Kohli and Jaworski 1990; Lawton and
Parasuraman 1980; Narver and Slater 1990). It is from this operationalization process that the
two modern camps of marketing orientation emerged and are still at the heart of some conflict in
this area of marketing.

As mentioned in Chapter 1, Narver and Slater’s (1990) conceptualization of market
orientation takes a cultural perspective. The main components of this conceptualization are a
customer orientation, a competitor orientation, functional integration, and a long-term profit
orientation. Customer orientation is defined as sufficient understanding of target buyers.
Competitor orientation refers to understanding competitor strengths and weaknesses as well as
their strategies and capabilities. Interfunctional integration is the coordination of company

resources so that value can be created for target customers. Narver and Slater’s (1990)
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conceptual framework that links the proposed dimensions is not linear and posits that it is the
inter-play between the dimensions that leads to profitability. Regardless of the mechanisms at
work, it is apparent that this conceptualization of market orientation is linked to the original idea
of the marketing concept.

Likewise, Kohli and Jaworski (1990) conceptualized market orientation with a marketing
concept foundation, focusing on the information acquisition and information sharing aspects of
the marketing concept. The basic tenet of this conceptualization is that the linear process of
information generation and dissemination leads to a corporate response that in turn leads to
increased profitability. Intelligence generation is the process by which firms acquire intelligence
about customers’ current and future needs and other aspects of the market. Intelligence
dissemination refers to the degree that information is circulated in the organization. This
circulation encompasses both formal and informal information sharing opportunities as well as
both top down and bottom-up sharing processes. Responsiveness captures the action component
of market orientation and the marketing concept, and includes the types of products and number
of products and services a firm develops, the means of distribution, pricing changes and

promotion efforts.

Trends in Market Orientation Research

The majority of research on market orientation has been on refining the conceptualization
of the constructs, identifying antecedents and consequences of market orientation (Brady and
Cronin 2001; Hult and Ketchen 2001; Im and Workman 2004; Jaworski and Kohli 1993, 1996;
Kennedy, Gollsby, and Arnould 2003; Lukas and Ferrell 2000; Matsuno, Mentzer and Ozsomer

2002; Siguaw, Brown and Widing 1994) and on MO measurement development (Deshpande and
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Farley 1998; Deshpande, Farley and Webster 1993; Kohli, Jaworski, and Kumar 1993; Matsuno,
Mentzer and Rentz 2005; Narver, Slater, and MacLachlan 2004). It is important to note that
most of this research has been conducted under the umbrella of one camp (market orientation as
information processing) or the other (market orientation as culture).

Until recently, researchers made little effort to reconcile the two streams of thought. But
scholars have become aware of the importance of formulating a combined conceptualization and
measurement of market orientation (Deshpande and Farley 1998; Hult, Ketchen and Slater
2005). With this aim in mind, researchers have begun to investigate the differences, if any,
between the measurements of MO to determine if prior measurement work has been in fact
measuring the same thing regardless of the scale used. For example, Deshpande and Farley
(1998) found that statistical comparisons of the Narver and Slater (1990), the Kohli, Jaworski,
and Kumar (1993) and the Deshpande, Farley and Webster (1993) scales showed no significant
differences. Their conclusion was that the scales are interchangeable and they went so far as to
produce a valid scale of MO by combining and reducing the aggregated scales down to just ten
items. On the other hand, other scholars have found that the two views of MO are in fact
different. Hult, Ketchen and Slater (2005), hypothesized a measurement model that utilized both
cultural and information processing constructs of MO and found that the two represented unique
sets of constructs. Their conclusion was that the two conceptualizations of MO “exemplify both
conceptual and empirical distinctiveness” (p. 1179). Likewise, Matsuno, Metzer and Rentz
(2005) reconciled the differences of the two conceptualizations by positing that the cultural
aspects of MO are causal antecedents to the information processing aspects. The results of this
study were mixed in that the some of the analysis favored the causal MO model and other

aspects of the analysis favored Narver and Slater’s (1990) simpler cultural scale.
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Another avenue of market orientation research is the investigation of market orientation
in the context of organizational learning. Interest in market orientation has increased in parallel
with increased interest in organizational learning. Huber’s (1991) review of organizational
learning processes and the literature relevant to organizational learning was written about the
same time as both Kohli and Jaworski’s (1990) and Narver and Slater’s (1990) initial articles on
market orientation. Over time, the two streams of market orientation and organizational learning
have become combined. As the two streams of research were combined in the marketing
literature, scholars began to refer to the combination as market-based organizational learning.
Through the work on market based organizational learning, scholars began to combine Kohli and
Jaworski’s (1990) information generation and dissemination dimensions with Huber’s (1991)
interpretation and memory dimensions in a framework of market-based organizational learning
(Sinkula 1994; Sinkula, Baker and Noordewier 1997, Slater and Narver 1995). Sinkula (1994)
justified this combination of the four components by commenting that simply increasing the
amount of information flowing in from the market and circulated in the organization is necessary
but not sufficient to improve managerial decision making. It is not uncommon to see the four
components of market based organizational learning now referred to as market orientation (Hult,
Ketchen and Slater 2005).

Another characteristic of market orientation research is that it has been primarily treated
as an organizational level phenomenon. For example, operationalization of the various market
orientation dimensions has been directed at the firm as a whole as opposed to the individual
manager level. Likewise, most of the antecedents and consequences of market orientation have

been studied at the organizational level.
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Entrepreneurship

Entrepreneurship as an academic discipline is also rooted in the study of economics.
Like the marketing concept, the concept of entrepreneurship began to break away from
neoclassical views of simple supply, demand and price equilibriums. The notion of
entrepreneurship was first introduced by economists interested in the outcomes produced by
entrepreneurs. During this time, entrepreneurs were considered risk bearers in the marketplace
whose function was to grease the wheels of market exchanges through their financing activities
(Cantillion 1775; Say 1821). Building off Say (1821), Walras (1877) began to explore an
alternative conceptualization of entrepreneurs as persons who coordinate resources and initiate
change in the marketplace. The primary function of entrepreneurs is deciding what to do and
how to do it without certainty of future outcomes (risk bearers) (Knight 1921). However, these

early ideas about entrepreneurs were kept out of economic models of the day.

Emergence of Austrian Economics

Contrary to this omission, Menger (1888) focused on the impact of entrepreneurs in
economic models, and argued that entrepreneurs could not be assumed away since it is their
individualism and subjective views of the market that create change in market equilibrium.
Thus, entrepreneurship should be a factor in economic models and the Austrian school of
economics was born. A detailed characterization of Austrian economics is found in Jacobson’s
(1992) review of these theories on strategy. In this review, the author identifies four main
premises that distinguish the Austrian school from other streams of economic thought: (1) the

objective of the firm is entrepreneurial discovery, (2) markets are in a constant state of flux and

25



are best characterized by disequilibrium, (3) profitability is heterogeneous, and (4) most success
factors are unobservable.

The first characteristic of entrepreneurial discovery highlights the importance of
discovery and innovation in generating profits as opposed to monopolistic forces suggested by
the neoclassical traditions. In other words, firms, and individuals for that matter, are able to
collect above average returns because they have the ability to “see” a discrepancy between what
is currently being done and what could be done (Mises 1949). Insights into better ways to
allocate resources are due to the entrepreneur’s possession of superior information and in his or
her ability to process information in such a way that previously overlooked opportunities are
discovered (Hayek 1945; Kirzner 1997). Exploitation of these opportunities typically comes
from the entrepreneur’s introduction of new goods or services, new qualities of current goods
and services, new methods of production, new sources for raw materials or intermediate goods,
new organizational forms, and opening new markets (Schumpeter 1942). Due to the exploitation
of these newly discovered opportunities, Austrian economists argue that markets are thrown into
states of disequilibrium, which leads to the second and third premises of Austrian economics.
Some firms in the market will gain abnormal profits as a result of the insights they have and the
actions they take. Thus, these profits will be maintained until competitors gain the same insights
and are able to take similar actions (Lippman and Rumelt 1982; Winter 1987). However,
according to the Austrian school, markets rarely reach a state of equilibrium due to the disruptive
nature of the “next” opportunity exploitation (Schumpeter 1942). Often the insights of
entrepreneurs are flawed, resulting in a perpetuation in disequilibrium as alert entrepreneurs seek

to exploit the mistakes of market pioneers (loannides 1999; Kirzner 1997). This dynamic nature
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of markets also accounts for the heterogeneous profits characterization of Austrian economics
(Jacobson 1992).

Finally, the tacit nature of the discovery process leads to the fourth premise of Austrian
economics, unobservable success factors. The acquisition and use of information in ways that
yield new insights is extremely difficult to emulate due to its unobservability. Thus, it is these
invisible factors that are likely to have the most prolific impact on performance (Reed and

DeFillippi 1990; Winter 1987).

Research on Entrepreneurial Man

Schumpeter (1934) furthered Menger’s arguments going so far as to say that risk is the

essential concept of entrepreneurship since a person need not own resources to engage in

entrepreneurial behavior. Schumpter (1942) defined entrepreneurship as the carrying out of new

resource combinations through the entrepreneurs’ views of the market, their ability to create, and

the power to overcome skepticism.

Another early Austrian economist, von Hayek (1945) had similar views of
entrepreneurship but argued that information and knowledge asymmetries were the impetus for
entrepreneurial behaviors. According to von Hayek, information is not perfect, as espoused by
neoclassical economists. Instead, he argued that the amount of “scientific”” knowledge and
contextual knowledge was asymmetric across individuals. This information asymmetry results

in individuals being able to identify mismatches in the way resources are currently allocated in

the market and the way they should be allocated in order to generate high profits (Hayek 1945).

Kirzner combined Hayek’s work on information asymmetry with work by von Mises (1949),

who argued that entrepreneurs have an innate sense that allows them to see patterns in
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information that others are unable to detect. This combination of ideas yielded the theory of
entrepreneurial discovery, which emphasizes both information asymmetry and individual
learning as the key to entrepreneurial success (Kirzner 1979; 1999).

This focus on the individual has had a major impact on entrepreneurial research since
Kirzner developed his theory in the late 1970s. Out of this individualistic perspective came
research that focused on the psychological make-up and the leadership abilities of entrepreneurs
and the impact these characteristics have on an entrepreneur’s success (Cunningham and
Lischeron 1991; Stevenson and Jarillo 1990). For example, Brockhaus and Horowitz (1986)
investigated the individual’s risk tolerance as an antecedent to entrepreneurial behavior. Still
others have investigated tolerance for ambiguity as the locus of entrepreneurship (Begley and
Boyd 1987). However, most of these “trait” studies provide little explanation as to why certain
people engage in entrepreneurial behaviors and their ultimate success (Cooper, Dunkelberg, and
Woo 1988).

This heavy emphasis on the individual traits and on corporate culture in regard to
entrepreneurship has created conceptual problems for entrepreneurship scholars. As researchers
conducted their studies of entrepreneurs themselves, the concept of entrepreneurship began to be
equated with new venture formation (Carland et al 1984; Eckhardt and Shane2003; Shane and
Venkataraman 2000). Recently, the definition of entrepreneurship as the formation of a new
business has been called into question. Scholars have fallen back on the early Austrian view that
entrepreneurship is about introducing something new into the market based on resource
mismatches. The entrepreneur always embodies the “possibilities of escape from what might
otherwise appear to be incomprehensible, or from what might otherwise appear to us to be a
chaotic, indifferent, or incorrigible world” (Thayer 1988, p 250). Thus, scholars are beginning to
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assert that the heart of entrepreneurship research is the study of “...how in the absence of current
markets for future goods or services, these goods or services come into existence”
(Venkataraman 1997, p. 120). Through this reorientation, entrepreneurship research has become
focused on opportunities and the processes of discovery, evaluation, and exploitation of
opportunities as well as the set of individuals who discover, evaluate and exploit them ( Low
2001; Shane and Venkataraman 2000).

Once again literature rooted in Austrian economics was consulted in providing a
definition of opportunity. Often the term “business opportunity” or “market opportunity” has
been associated with the chance to start a new business (Shane and Venkataraman 2000).
Recently, this narrow view of “opportunities” has come under great criticism by those who argue
that business “opportunities” are much broader than simply the chance to start a new company
(Baron 2006; Dutta and Crossan 2005; Eckhardt and Shane 2003; Hulbert, Brown and Adams
1997). In the broadest sense, opportunities are resource misallocations where the potential exists
for resources to be deployed in a more efficient and/or effective manner. Referencing
Schumpeter (1942), these scholars identify five types of opportunities. These include the
potential for (1) a new means of production, (2) new types of products or qualities of products,
(3) opening of new markets for current goods, (4) utilizing new sources of supply of production
inputs and (5) developing new organizational forms. From these five types of opportunities, it is
apparent that “opportunities” exist for both established firms and for firms not yet created.

Another aspect of the Austrian characterization of opportunities is the importance of
profit generation (Kirzner 1997; Schumpeter 1942). In some sense, the Austrian theories of
economics argue that the potential to turn a profit is what sets an opportunity apart from an idea

(Kirzner 1997). From these points of view, “opportunities” seem to have two characteristics.
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First, they involve some new form of means, end, or means-end relationships and second,
opportunities result in the generation of economic value (i.e., profits). For purposes of this
dissertation, a definition that encompasses these two aspects of “opportunities” and has been
found in previous research will be used. Here, opportunity is defined as a situation in which
new goods, services, raw materials, markets or organizing methods can be introduced through
the creative combination of resources, which results in superior value for the customer and
the generation of economic value for the firm (Archidivili, Cardozo and Ray 2003; Baron 2006;

Casson 1982; Eckhardt and Shane 2003; Shane and VVenkataraman 2000).

The Importance of Linking Market Orientation and Entrepreneurship

With a general idea of the two domains of marketing orientation and entrepreneurship
presented, the focus turns to the potential progress that can be made by linking the two streams
of literature. In many ways, the concepts of entrepreneurship and market orientation are related.
The idea that marketing practitioners should strive to understand customers and act on this
understanding to develop products and services that satisfy customer needs (Narver and Slater
1990) is similar to Mise’s view of entrepreneurship as directing the flow of resources to meet
customer needs (1949). Marketers and entrepreneurs are both trying to uncover opportunities in
the marketplace so that they can enact tactics to exploit these opportunities. Shane (2000) argues
that anyone who discovers and exploits opportunities is in fact an entrepreneur. Thus, in this
dissertation, the term “entrepreneur” and “managers” are used interchangeably.

The idea that gaining understanding of customers and competitors will lead to increased
firm performance seems a bit simplistic (Harris 2002). Missing from the market orientation

literature is a detailed explanation of how the information coming into the organization can be
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transformed into useful intelligence that provides insight into what exact actions should be taken.
Some MO researchers have openly acknowledged that entrepreneurial thinking may be valuable
to gain a better understanding of MO’s relationship to performance (Sinkula 1998).

This focus on the cognitive aspect of opportunity exploitation calls for focus on the
individual manager level. In reality, firms do not recognize opportunities in the market, people
do. Therefore, in order to gain some insight into how people in firms exploit opportunities, we
need to look at the cognitions of individuals or small groups. This is problematic for market
orientation researchers since market orientation research is overwhelmingly investigated at the
organizational level. However, the entrepreneurship research focuses on the individual or group
level. Combining the techniques used to investigate opportunity recognition by traditional
entrepreneurs with research focused on marketing oriented constructs should prove beneficial in
moving the market orientation literature forward.

Market orientation provides the “what” of market opportunity discovery. In other words,
it specifies what types of experiences and knowledge, as well as the types and amount of
information, are necessary to discover ways to better serve markets. Recent advances in
entrepreneurship provide the “how” — how new information and old experiences are combined to
make entrepreneurial discoveries by managerial teams. As noted in the introduction, this is
especially relevant to the notion of MO and its link to organizational performance because
increased information flow about customers and competition is unlikely to lead to innovations or
firm performance with out some transformational process, opportunity recognition.

In the remainder of this chapter, the market orientation and entrepreneurship literatures
are used to provide construct definitions. Following the tenets of Kirzner’s theory of
entrepreneurial discovery, a conceptualization of the market opportunity recognition mechanisms
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is provided. The combination of the various streams of research provides the justification for

the conceptual model and hypotheses.

QUALITATIVE RESEARCH

As illustrated above, a wealth of market orientation and entrepreneurship literature exists
yet the specific details of market information interpretation and entrepreneurial discovery are
scant. Several researchers have specified conceptual models of market opportunity recognition
processes but each model draws on a myriad of theoretical perspectives which often result in
contradictory models (Ardichvili et al 2003). Therefore, in order to gain a better understanding
of the market opportunity recognition phenomenon, qualitative inquiries were conducted. The
understanding and insight gained from the qualitative data was critical in addressing research
objectives one and two outlined in Chapter 1.

The collected qualitative data was used in two ways. First it was used to confirm
common suppositions of past entrepreneurial discovery research. In this light, the findings of the
qualitative inquiries were constantly compared to the extant literature so that comparisons and
confirmations could be made. Second, the data was used to explore new, alternative
conceptualizations of market opportunity recognition mechanisms constructs and to gain a better
understanding of the construct relationships that form the market opportunity recognition
mechanisms. This exploratory aspect of the qualitative research was used to guide conceptual

definitions, construct operationalization and hypotheses development.

Data Collection

Two types of data were collected for the qualitative aspect of the dissertation which

included participant interviews and participant observation. Following Strauss and Corbin
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(1998), the initial review of the market orientation literature and entrepreneurship literature was
used to guide interview participant selection. Based on the literature, participants sought for
interviews included managers whose main charge is to identify opportunities in the marketplace
as well as entrepreneurs who had successfully identified and exploited one or more market
opportunities. In total, five interviews were conducted with participants who met this criterion.
The details and characteristics of these interview participants are found in Appendix A-1. In
addition to field interviews, the researcher interviewed 10 (five undergraduates and five masters
of business administration students) students engaged in the Marketplace simulation which was
used in the empirical portion of the dissertation. These interviews took place in a focus group
format.

During the interviews, participants were asked to recall a specific opportunity that had
been identified and exploited by the participants (and their colleagues where applicable). From
this initial starting point, a grand touring approach was used to explore the events and processes
that transpired leading up to the opportunity identification and exploitation stages. The interview
guide used in these interviews is found in Appendix A-2. Each interview was audio recorded
and some documentation of the recalled events was presented to the researcher during some of
the interviews. The researcher also took hand-written notes during the interviews to note any
significant observations about the interviews not captured by the audio recordings. Each
interview lasted approximately forty-five minutes.

Observation data were collected by observing teams engaged in the Marketplace
simulation. These teams were comprised of 19 professional MBA students at a large mid-
western public university. The researcher collected observations of these students as they made

strategic and tactical decisions across multiple decision periods. The researcher made no
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distinction between high and low performing teams prior to collecting the data. Data was

collected from four teams competing in two separate simulated industries. The method of data
collection included both video taping and audio taping teams. In total, 15 hours of video and 45
hours of audio were generated. Finally, during the observations, various documents used by the
team in the course of competing in the simulation were collected and used in the analysis of the

data.

Data Analysis

Despite the confirmatory nature of the qualitative research, this qualitative aspect of the
dissertation followed a grounded theory methodology. As Strauss and Corbin (1998) point out,
grounded theory methodologies are utilized when a priori theory is insufficient in organizing
concepts into explanatory schemes. Grounded theory is also appropriate for analyzing the
qualitative data because the methodology is well suited for phenomenon that involve social
processes that result in specific processes and actions (Creswell 2003). Obviously, the notion of
market opportunity recognition mechanisms fit this criterion as it involves interfunctional teams
engaging in interpretation of market data in route to forming corporate responses to changing
conditions.

The main analytical techniques prescribed by Straus and Corbin (1998) used in the
present study were axial and selective coding. Selective coding was used to identify the various
aspects of interpretation as illustrated by the interview participant comments or in the
observation of simulation participants. Subsequent axial coding was used to identify the
relationships between the dimensions and sub-dimensions identified in the selective coding

stage. Finally, once the relevant constructs and construct relationships were specified, the data
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was reviewed again in an attempt to validate the relationships and produce a holistic picture of
the processes involved in market opportunity recognition mechanisms.

The trustworthiness of the findings and conclusions reached as result of the qualitative
data analyses was assessed along various dimensions as prescribed by various authorities on
qualitative research (Flint and Mentzer 2000; Lincoln and Guba 1985; Wallendorf and Belk
1989). These dimensions include credibility, transferability, dependability, confirmability,
integrity, fit, understanding, generality and control. The various methods used to insure

trustworthy findings in the qualitative research process are found in Appendix A-3.

MARKET OPPORTUNITY RECOGNITION MECHANISMS

Opportunity recognition has been viewed as a key step in the entrepreneurial process and
in fact some would argue it is the step from which all other marketing and management activities
follow (Venkataraman 1997). In this section, a brief review of the opportunity recognition
literature is presented followed by a modified conceptualization of the mechanisms at work in
market opportunity recognition using the extant opportunity recognition, team cognition and
creativity literature as well as the insights gained from the qualitative research process.

Using Baron’s (2006) definition, market opportunity recognition mechanisms are defined
as the cognitive states and process that individuals or groups use to conclude that they have
identified an opportunity in the marketplace. Cognition is a term generally used to describe the
processes by which various inputs are transformed, elaborated and used (Cowan 1986; Fiske and
Linville 1980; Mitchell et al. 2002; Neisser 1967). While a seemingly simple definition of
market opportunity recognition has been presented, the cognitive mechanisms employed in

market opportunity recognition are quite complex.
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Early works on market opportunity recognition were rooted firmly in economics and
posited that disequilibrium in the market was the sole source of opportunities (Kirzner 1979).
For example, changes in the demographics of the market or some new technological
development that have the potential to change the types of products desired by consumers. The
successful entrepreneurs were those that discovered these imbalances in the market (Kirzner
1979). This view, known as the event perspective of opportunity recognition, assumed that the
key to success was simply discovering the imbalance and that the process for exploiting the
imbalance was obvious to the entrepreneur. Thus, as posited by Hayek and other Austrian
Economists the main impetus to entrepreneurial discovery was information asymmetry (Kaish
and Gilad 1991; Kirzner 1999; Shane 2000).

Subsequent researchers criticized the view that opportunities appear fully formed
(Lumpkin, Hills and Shrader 2001). From this criticism, a second camp of opportunity
recognition emerged that focused on the cognitive complexities of actually formulating the
appropriate actions to take in response to a given imbalance in the market. Long and McMullan
(1984) were the first to propose a multi-stage model of market opportunity recognition which
included the pre-vision stage, point of vision stage, opportunity elaboration stage, and the
decision to proceed. From this early multi-stage model, other researchers have followed suit
building mainly off of works in creativity to create various combinations of variables involved in
market opportunity recognition (Bhave 1994; De Konig 1999; Gaglio and Taub 1992; Lumpkin,
Hills and Shrader 2001; Ward 2004). Rooting these models in creative thinking is not surprising
given that novelty and usefulness are the crux of creative thinking, which parallels nicely the
ideas of entrepreneurship and opportunities discussed in previous sections. In contrast to the
event perspective of market opportunity recognition, these multi-staged models downplay the
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importance of awareness of market imbalances, relegating this concept to one of the multiple
stages in the market opportunity recognition process. The majority of focus in these models is
on the process used to develop the means to exploit a given imbalance.

This dissertation attempts to build a conceptualization of market opportunity recognition
that combines both camps. A review of the literature using both the event perspective and the
creative thinking perspective as an explanation of market opportunity recognition finds that
market opportunity recognition is not a stand-alone construct but actually a set of interrelated
constructs whose interactions result in the discovery and exploitation of market opportunities.
The first dimension involves the cognitive states the manager(s) use in detecting and
understanding important elements of the external macro-environment inline with the event
perspective (Gaglio and Katz 2001). The second element is the cognitive processes of creative
thinking that allows the manager(s) to formulate a list of possible ways to exploit a market
imbalance and to evaluate the best option (Mitchell, Friga and Mitchell 2005; Shane and
Venkataraman 2000). The third and final element is the level of agreement that exist among the
team in terms of the best opportunities to pursue and the means by which opportunity
exploitation should be realized. In sum, these constructs found in the market opportunity
recognition mechanisms can be categorized as management team situational awareness
(SitAware), management team creative problem solving (CPS), management team strategic
agreement (TSA) and management team tactical agreement (TTA) respectively with a brief

discussion of each to follow.
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Management Team Situational Awareness

Management team situational awareness is thought of as the cognitive processes by
which individuals and groups notice changes in the environment. In this dissertation, awareness
is defined as the management team’s ability to perceive, comprehend and predict elements in
the environment, with special sensitivity to maker and user problems and unmet needs and
interests (Endsley 1995). Gaglio (2001; 2004) describes awareness as the result of cognitive
process by which individuals or groups develop accurate perceptions about events in the market
(also known as veridical perception). A main point here is that awareness is focusing attention
on the macro-environment. Smith and Hancock (1995) state that awareness exists at the
interface between the agent and its environment which accounts for the external, “big picture”
emphasis needed in the opportunity recognition process. This awareness is often conceptualized
as the foundational element of market opportunity recognition mechanisms (Gaglio 2004).

With the exception of Gaglio’s work (2001; 2004), few entrepreneurship researchers have
explored the idea of awareness beyond saying that it is an important impetus to the opportunity
recognition process. However, research on cognition in other disciplines provides a parallel and
detailed look at this concept. For example, the literature on situational awareness (synonymous
with “awareness” herein) in the aviation industry is extremely helpful in understanding this
aspect of market opportunity recognition (Adams, Tenney and Pew 1995; Cooke et al. 2000;
Endsley 1988, 1995; Salas et al 1995; Smith and Hancock 1995). For example, Endsley’s (1995;
2007) work in flight training defines situational awareness as the perception of the elements in
the environment within a volume of time and space, the comprehension of their meaning, and the
projection of their status in the near future. Each of these individual dimensions is reviewed

below.
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Perception

In this aspect of awareness, individuals or groups are going through the cognitive
exercise of noticing elements in the marketplace (Ardichvili et al. 2003; Endlsey 1995). While
often thought of as an unconscious process, perception manifests itself in managers’ ability to
recall facts about the marketplace that have both direct and indirect effects on the business. It is
thought of as the state of knowledge about the environment that managers’ have at any given
point of time (Sarter and Woods 1991). One example of this is a managers’ ability to recall
which competitors are investing heavily in R&D technology and as well as the types of projects
these competitors are working on.

Management team situational awareness is developed through a state of constant
preparation such that individuals or groups are constantly expanding their knowledge base so
that problems or changes in the field of interest can be noticed (Kao 1989; Lumpkin and
Lichtenstein 2005). This knowledge expansion allows individuals or groups to build broad
classification schema. When information does not fit into any one particular schema, then a
discrepancy is perceived and further cognitive processes may be triggered (Cowan 1986; Gaglio

and Katz 2001).

Comprehension

The comprehension dimension of awareness is defined as the process of forming a holistic
picture of the environment by integrating elements in the environment and understanding their
meaning (Endsley 1995; 1997). The main point here is that simply recalling information about
the external environment is not enough to label the management team “aware”. Management

team situational awareness is not only noticing elements in the marketplace but also being able to
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connect the dots — noticing the links between events or changes in the marketplace and
recognizing the changes as significant even if the causes and consequences are not yet identified.
The perceptions of the elements are combined together to form a meaningful picture of the
environment. Scholars have argued that complex and changing schemas of aware individuals or
groups allow them to make connections between seemingly unrelated events in the marketplace
and /or to recognize patterns in the marketplace (Baron and Endsley 2006; Dutta and Crossan
2005). An example of comprehension is when a management team realizes that it has a
significant competitive advantage over certain competitors based on the team’s perceptions of

competitors’ decreases in manufacturing capacities and recent price increases.

Prediction

Kirzner (1997) and others have proposed that successful entrepreneurs must not only
detect patterns in the marketplace but that they interpret the patterns differently and draw
different conclusions than the competition. What he meant was that awareness is also reflected
in managers’ ability to use perceptions and comprehensions to anticipate the future state of the
environment (Endsley 1995; 1997). Here, managers begin to use information to develop
different views of the world based on either new information or on seeing old information in a
new light. Endsley (1995) formally defines prediction as the ability to project the future states of
the elements in the environment, at least in the near term. Here the emphasis is on the
managers’ state of knowledge about the environment going forward. For example, through basic
knowledge about R&D efforts of competitors and comprehending the meaning of these changes,
managers reach a state where they can predict which competitors are formidable threats going

forward and which are likely to fall to the way side.
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In aggregate these states come together in working memory as the manager engages in
strategic and tactical decision making. However, as noted by situational awareness researchers,
over time these states begin to take root as managers become expert in their particular areas. As
more and more environmental elements are perceived, comprehended and projected, experts
begin to see patterns that become engrained into long-term memory that allow them to recall
important elements in the market even after actively working on managerial decision making
(Endsley and Garand 2000). This storage of situational elements in long-term memory also
contribute to experts being more apt to make fine grained categorization of different cues in their
environments as opposed to novices who tend to lump cues into large, often meaningless
categories (Endsley 1997).

Qualitative Support for the Situational Awareness Construct

The qualitative data gathered for the dissertation supports this three dimensional view of
management team situational awareness. For example, Dave J. talked about the importance of
building a holistic picture of the market conditions when he discussed the use of a innovation
summit held jointly between his firm and other electronic companies from other industries.

Dave states that...

“We have an innovation summit where we get together with other companies from a
range of industries to discuss the latest developments in our markets and technology

(Perception and Comprehension) and where the technology is going (Prediction).”

Likewise, successful teams engaged in the Marketplace simulation spent considerable
time and effort ascertaining the state of the market before moving into any sort of decisions
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making about possible actions. For example, I-Comp, the highest performing of all observed
teams, had a formal process where each functional manager presented his / her view of the
market pointing out significant elements in the market. From each manager’s market
assessment, the team discussed how this was going to impact the future of the market illustrating
the prediction component of management team situational awareness. Interestingly, I-Comp,
would also fill in a spreadsheet that the created to paint a picture of the market and the team
updated this spreadsheet prior to any strategic or tactical decision making. Below is a small

sample of these situation discussions...

VP of Marketing... “If you look a it, just to kind of summarize we’ve got a decent position,

we 've seemed to have one of our brands positioned nicely. We 've got the best brand,

Sapphire is the best brand in Innovator... What I kind of deduce from this was that, the
big differences that I saw was that our Granite was just positioned a little too high I

think.”

VP of Sales... ”Yeah but we also have to consider what the competition is going to do.

These brand ratings are moving targets because (other team) is going to be making

changes to their brand as well. What do you think the (other team) is going to do going

forward? Will they pursue the Innovator segment?”

The VP of marketing’s comments reflect the perception of brand ratings of the firm’s
products and the “what I deduce from this” comment illustrates the VP’s attempt to comprehend

the meaning of the ratings. The “moving targets” aspect illustrates that the team was cognizant
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of the changes that occur and that the team needs to make predictions about where the market
was going. Other teams in the observation data spent very little time discussing these aspects of
the market informally and none of the other teams had a formal process in place for building
team situational awareness.

In summary situational awareness is an important aspect of the market opportunity
recognition mechanisms. Situational awareness is reflected in the managers’ perceptions of
environmental elements, comprehensions of these elements and projections of these elements in
the environment going forward. From this cognitive state, managers are able to discern potential
weakness in the market that could be exploited. In other words, the management team
situational awareness aspect of market opportunity recognition mechanisms gives the manager
insights into current or soon to be resource misallocations. ldentifying these resource
misallocations is an intricate part of the opportunity recognition process (Kirzner 1999). Once
these resource misallocations are identified in the marketplace, management teams can engage in
the process of matching resources at their control to address the market deficiencies in hopes of
financial gain. The process for developing potential means of exploiting the deficiencies is

covered in the following section.

Management Team Creative Problem Solving

If management team situational awareness is the cognitive state used to notice changes or
misallocations of resources in the marketplace, management team creative problem solving is the
process of formulating potential responses to these events. Past research on creative problem
solving has conceptualized the construct as two dimensions; divergent and convergent thinking.

Formally, divergent thinking is defined herein as the cognitive processes used by managers to
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clearly define the problems presented to the management team and to explore response
possibilities. Here the processes are akin to the problem construction and problem solving
processes outlined in the cognitive literature on creative thinking (Mumford 2001; Runco and
Chand 1995). Managers must first develop a clear idea of the issues based on the firm’s position
given the future projections made in the situational awareness dimension of market opportunity
recognition mechanisms. Then they must be able to formulate a battery of potential responses
based on a number of different perspectives. In creative problem solving, the focus of the team
shifts from the external environment to an internal orientation.

The first aspect of the divergent thinking process is the problem construction. In this
dissertation, problem does not necessarily connote a negative situation. Quite simply the term
problem is used to represent the goal and objectives of the response development effort
(Mumford, Reiter-Palmon and Redmond 1994). Thus, problem construction is the process of
defining these goals and objectives. Using the example in the awareness section, a management
team may discern that due to increased R&D efforts, a relatively weak firm is becoming a
formidable competitor. Using projection, aware managers would come to the conclusion that
this competitor will garner the majority of the market share if left unchecked. In the problem
construction phase of discovery, the management team must accurately define the goals and
actions necessary to avoid this potential threat.

The cognitive processes employed to accurately define the problems associated with this
threat include the generation of multiple problem representations to be considered. Research
shows that simply gravitating to the most “obvious” problem, perhaps a lack of R&D spending in
this case, is not the ideal mental heuristic (Mumford 2001). Instead, creative thinkers actually
spend a great deal of time thinking through the true nature of the problem by generating several
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perspectives on the problem at hand before moving on to response ideation processes (Redmond,
Mumford and Teach 1993).

Perkins (2000) illustrates a good example of the importance of problem construction by
discussing NASA’s process of developing a craft capable of returning to Earth from space.
NASA engineers were acutely aware that the friction between a falling object and the
atmosphere could produce extreme temperatures and thus jumped hastily to defining the problem
as needing materials that would be impervious to high levels of heat. However, their problem
solving efforts were futile in that they could not find a single material that could withstand that
sort of heat with out burning away. Only after generating an alternative problem representation
were the engineers able to develop a successful solution. NASA engineers reframed the problem
from one where a material had to withstand the heat to a problem of keeping the astronauts cool.
By using this new problem representation, the engineers formulated a re-entry plan that brought
the craft back to Earth at an angle reducing the amount of friction between the craft and the
atmosphere. In addition, the engineers realized that they did not need a material that was burn
resistant; they needed a material that would slowly release from the craft as it burned, pulling the
heat out and away from the craft. Like the NASA engineers, creative thinking requires that
managers develop and consider multiple representations of the problem facing the firm.

A second aspect of the divergent thinking process is to develop a set of responses for the
respective problem representations. This process, known as solution formulation in the creativity
literature, is similar to the problem construction process. Here managers, develop multiple
means of addressing a given problem representation. In divergent thinking, managers attempt to
develop as many problem representations and responses as possible. These acts of discovery
involve associative and combinative thinking whereby individuals or groups use cognitive
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processes to construct varied sequences of actions and outcomes in hopes of developing multiple
sets of possibilities (Kahneman 1995).

Previous research has found that successful individuals generate more counterfactual
scenarios than unsuccessful individuals in problem solving exercises. The success of these
individuals is attributed to the notion that when people generate different forward looking casual
sequences, they are actually testing different relationships by creating different combinations of
causes and potential outcomes (Farris and Revlin 1989). By generating a high number of
sequences, entrepreneurs are expanding their options for problem solution.

Another related form of divergent thinking is conceptual combination. In this cognitive
exercise, individuals or groups merge concepts (antecedents or consequences) that were
previously thought to be unrelated. Apparently, the process of interpreting the novel
combinations of unrelated elements yields greater insights than had the elements been considered
in isolation (Gaglio 2004; Mumford 2001)

These reflective and forward looking cognitive exercises result in a shift in mental
models that allow the individuals or groups to see the interactions between the environment and
potential responses differently. Often, this process yields that “ah ha” or eureka moment when
elements in the market place and potential responses seem to fit together in ways not previously
seen (Lumpkin and Lichtenstein 2005). This sudden convergence of causes and possibilities is
brought on by the new means-ends relationships revealed through the cognitive processes in this
discovery phase. However, these insightful moments occur frequently through the discovery
process and are not likely to be single events.

It is important to acknowledge that the insights produced by the cognitive shifts in
divergent thinking are merely ideas of ways to solve problems in the marketplace. Generating a
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broad range of means-ends relationships (ideas) is necessary but not sufficient in the market
opportunity recognition process (Guilford 1950; Mumford 2001). Once these ideas are
generated, they must be put through an evaluation process. This evaluation process is known as
convergent thinking and is a critical component of creative problem solving. Convergent
thinking is defined as the cognitive process used by managers to assess the workability of ideas,
the resources needed to implement the ideas and the value of the ideas (Lumpkin and
Lichtenstein 2005). Ultimately, the goal of this cognitive exercise is to identify the best means-
end relationship that matches resources to market conditions so that profits can be generated
(Ardichvili et al. 2003). Several studies have shown that an often overlooked key to creative
problem solving is the cognitive process of idea evaluation (Mumford, Baughman and Sager
2000; Runco and Chand 1994; Simonton 1998). Closer scrutiny of the cognitive science
literature on creative thought indicates that this evaluation stage is actually comprised of two key
processes: the elaboration process and the valuation process.

During elaboration, individuals begin to construct a mental map linking physical, tangible
resources with the ideas developed in the discovery phase (Ardichvili et al 2003). This aspect of
opportunity evaluation represents a due diligence of sorts as people begin to develop plans to
bring certain means-ends relationships to fruition. As these implementation processes are
mapped out, conceptual foresight is used to imagine possible downstream effects of the idea
(Mumford 2001; Mumford, Zaccaro, Harding, Jacobs and Fleishman 2000). The elaboration
process allows for the refinement of the idea based on barriers to implementation and key
intervention points along the way to making the idea a reality. In short, the elaboration process
involves “legitimacy seeking” as entreprencurs develop the viable options for bringing an idea
into reality (Lumpkin and Lichtenstein 2005). A final point on the elaboration process is that
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creative thinkers frequently change the criteria used to measure an idea’s importance and by
which to judge future success (Mumford 2001). For example, moving from a purely profit
achievement criteria for an idea to criteria involving the idea’s potential to disrupt the market
(Schumpeter 1942).

The second aspect of convergent thinking is the valuation process. During the valuation
process, individuals must ask themselves whether a given set of means-ends relationships are
monetarily valuable and worthy of pursuit (Csikszentmihalyi 1996; Lumpkin and Lichtenstein
2005). Here, individuals must undertake the process of assigning costs of acquiring and using
resources to initiate the new means-ends relationships. In addition, the benefits of the idea must
be determined so that they can be weighted against the costs to determine some objective level of
the ideas explicit value.

Qualitative Support for Creative Problem Solving

Again, support for this conceptualization of creative problem solving is found throughout
the qualitative data collected for the dissertation. Chris M., an innovation manager for a
consumer electronics firm specializing in pet care talked about the issues related to the changing
landscape of pet care and how the market is beginning to take pet care as seriously as healthcare
for humans. As an illustration of the divergent thinking process, Chris talks about the various

problems this trend creates in the pet care market...

“We had a discussion about pet health and marketing told us that pets are getting more
obese and that owners are going to be spending more on money related to this. So my
group started thinking through the different problems and thought about OK, so how do

you weigh a pet? How could owners track their (pets’) weight?
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Later in the interview, Chris talked about the shift from problem finding to problem
solving which is illustrative of the combinative and analogous thinking in divergent thought

processes.

“If a pet is lost what are different ways to return it to its owner. Micro-chipping is one
way. Working directly with the pounds is one. Using simple id tags is one way. And after

looking at the auto industry, we realized that GPS and low-jack is one way ... You need

lot’s of combinations of things in order to come with good solutions.”

Tom M. an entrepreneur who started a local software firm provides an example of the
convergent thought processes critical in creative problem solving. Tom’s comment illustrates
that managers must balance the financial valuation aspects of creative problem solving with the

confirmation of the reality that pursuit of an identified opportunity would yield success.

“I spent a whole day making some preliminary (financial) calculations and I began to

share the idea with friends who helped me verify the economic factors and_technical

feasibility. You can’t get decoupled from the realities of the market.”

The observation data collected from participants engaged in the Marketplace simulation
is pregnant with examples of creative problem solving as well. While the exact quotes
supporting the CPS dimensions are highly fragmented and difficult to report, it can said that the
more successful teams in the observation data exhibited both dimensions of CPS where as

unsuccessful teams seemed to employ either divergent thinking or convergent thinking but not
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both. This supports the bi-dimensionality of the CPS construct as found in the creative problem

solving literature.

Management Team Strategic and Tactical Agreement

The third and final component of market opportunity recognition mechanisms is
management team agreement. The previous two components, awareness and creative problem
solving, are deeply rooted in an “individual cognition” perspective. In other words, when
discussing situational awareness and creative problem solving at the team level, concepts of
individual cognition are simply aggregate to represent the cognitions of the group as a whole
(West 2007). Yet unlike individuals, groups must develop a shared mental model of how to
move forward with actions that are result from the awareness and problem solving components.

As illustrated by previous research, this agreement is necessary at two levels. First, the
management team must agree on the ends that should be achieved based on a given set of
circumstances. These ends are typically viewed as the strategic direction of the firm (Bourgeois
1980; Ginsberg 1990; West and Meyer 1998). Therefore, the dissertation defines management
team strategic agreement as the degree to which the managers of a firm agree on the strategic
direction of the firm necessary to succeed in future periods.

Qualitative Support for Strategic Agreement

By analyzing the observation data, it becomes apparent that successful teams seek
agreement on the strategic direction of the firm before moving on to tactical decision making.
The following supporting conversation occurred between /-Comp’s VP of Manufacturing and VP

of Marketing.
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VP of Marketing — “Well here’s the deal, just follow me here and see if you
agree...(gives rational behind strategic direction choices available to the team)... So, we

kinda need to make a choice here on which direction we want to go (in relation to

segments to be pursued).
VP of Manufacturing — “I really liked what you said as far as growing, because were
not gonna get the Traveler segment, it doesn’t look like because that’s left now.. so the

Work Horse/Cost-cutter sounds good...I guess that’s what I had in my mind too.

Managers of a firm must also develop a shared mental model of the means to achieve
ends in addition to agreement on the ends themselves. Past research on the social aspects of
entrepreneurship has conceptualized these means as the actual tactics or actions the founding
team takes in order to implement a desired strategy (Bourgeois 1980; Ginsberg 1990; Perry and
Smith 1995; West 2007; West and Meyer 1998). To account for this aspect of management team
agreement, this dissertation defines management team tactical agreement as the degree to which
the managers of a firm agree on future actions necessary to succeed in future periods.
Qualitative Support for Tactical Agreement

The tactical agreement was prevalent in the qualitative data perhaps more so than the
agreement on strategic direction. Malcolm W. the head of new product engineering at a major
industrial equipment manufacturing illustrates this point when talking about his unit’s

relationship with the sales organization. Malcolm said...

“We are in a constant struggle with the sales group. We tend to see eye to eye on the

types of markets we should going after. Unfortunately we can never seem to get on the
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same page on the best way to get the job done. We want to use technology that is readily

available and they (the sales group) seem to wants to use technology that is untested. It’s

like they are off in la-la land...at the end of the day, this makes us look bad in front of the

>

customer.’

Malcolm’s comments illustrate the importance of tactical agreement by stating that the
two groups “see eye to eye” on the strategic direction of the firm but can’t “get on the same
page” when it comes actually implementing tactics that make these strategies successful. In the
same vein, the observation data illustrates the importance of tactical agreement in that many of
teams seem to make decisions to simply check certain tasks off of the team’s “to-do list” while
other, more successful teams, made a concerted effort to reach an agreement on the appropriate
tactics. This agreement was sought from all members of the team regardless of the functional

areas being discussed.

THE RESPONSIVENESS ASPECT OF MARKET

ORIENTATION

The original work of Kohli and Jaworski (1990) included responsiveness as a dimension
of market orientation. Likewise, Narver and Slater (1990) had a response component in their
operationalization of the interfunctional coordination construct. However, as market orientation
research has progressed, scholars have made the case that responsiveness does not fit into the
conceptualization of MO due to the fact that information processing, sense-making and decision

making are related but unique constructs (Hult, Ketchen and Slater 2005; Sinkula 1994).
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Justification for removing the “responsiveness” dimension from market orientation was born
from the work of these scholars. Researchers have gone so far as to posit that explicit responses
are not needed for learning to have occurred (Huber 1991; Sinkula 1994). This seems logical as
gaining insight about events in the market place does not always call for a response. In some
cases the responsiveness may occur only after additional insights are generated later in time.
Also, insights from the market may reinforce current courses of action and thus do not always
warrant a response. With these nuances in mind, this dissertation takes a slightly different angle
on how to define and ultimately measure the responsiveness construct. An alternative view of
responsiveness is presented below, and in doing so, it is proposed that responsiveness needs to be
reevaluated in market orientation research.

Responsiveness has been traditionally defined as the “action taken in response to
intelligence that is generated and disseminated” (Kohli and Jaworski 1990). Most market
orientation studies rooted in the Kohli and Jaworski (1990) conceptualization of market
orientation have simply taken the definition of responsiveness at face value. This definition
focuses on the two specific behaviors of responsiveness. The first behavior is designing the
response, which primarily includes planning marketing activities. The second behavior is
implementation behavior - those behaviors involved in executing the strategy, such as
developing new products, refining marketing communications, or adjusting pricing and
distribution structures.

Interestingly, market orientation research has consistently used this conceptualization,
and the subsequent operationalization of speed and planning, as the impetus for organizational
performance. However, this seems to extend the “black box” of market orientation literature in
that this link has lacked sufficient theoretical justification and in some ways seems illogical. For
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example, it seems plausible that the business world is full of companies that use the information
circulating within the company to plan and implement specific resource allocations without
financial success. Simply, planning and acting is not enough to define responsiveness. These
arguments show that simply defining responsiveness as action does not go far enough in
conceptualizing what it means to be responsive. Likewise, it has been argued that financial
performance is not enough to capture the idea of responsiveness, considering that firm
performance is easily influenced by factors outside of the market oriented processes within the
firm (Sinkula et al 1997).

Returning to Austrian economics helps to reconcile the ambiguity in the
conceptualization of responsiveness. For example Mises (1949) defined entrepreneurship as the
action that successfully directs the flow of resources toward the fulfillment of customer needs.
From this simple definition of entrepreneurship come some important insights into what it means
to be responsive. Mises’ definition accounts for the behavior of responding via the word
“action”. Traditional market orientation research has focused on the action side of
responsiveness in the frequently used operationalization mentioned above. However, Mises’
definition goes further by stating that the action needs to successfully direct resources to
customer needs. This aspect of accurate resource allocation has not been directly addressed in
past market orientation literature.

This resource alignment parallels the notion of fit from contingency theory often used in
strategy literature (Dess, Lumpkin and Covin 1997; Naman and Slevin 1993; Olson, Slater, and
Hult 2005; Venkatraman 1989; Venkatraman and Prescott 1990; Vorhies and Morgan 2003).
Strategy scholars have become increasingly focused on the importance of fit between the firm’s
strategies and tactics and the conditions of the external environment (Venkatraman and Prescott
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1989). Studies in this area provide empirical support for Kirzner’s (1979) contentions about
resource alignment by testing the fit between strategy and the environment and the subsequent
impact on firm performance (Vorhies and Morgan 2003). This ties in with the Von Mises (1949)
notion that resources should flow to customer needs, as well as the tenets of the marketing
concept from which market orientation is derived.

Thus in this dissertation, the traditional view of responsiveness is re-conceptualized using
a fit perspective. Formally, responsiveness is defined as the degree to which the management
team effectively aligns resources of the firm to fit the market environment. Thus, two separate
dimensions of responsiveness are used in the conceptual model which are strategy-to-market fit
and tactical alignment. Once misallocations of resources have been identified in the market,
entrepreneurs must re-evaluate broad strategic goals to ensure that the firm is moving toward
these misallocations of resources. This positioning of the firm strategically is known as strategy-
to-market fit which is formally defined as the alignment of a firm’s strategic initiatives given its
strengths and weaknesses to market conditions (Miller and Friesen 1986; Porter 1980; Wright
1987). Given the presence of situational awareness and creative problem solving processes and
if the management team agrees on the strategic direction of the firm, then the strategic goals of
the company are likely to be aligned with market conditions. In addition to the fit between the
strategic initiatives of the firm and market conditions, firms must also make fine grained tactical
choices which are in line with the given strategy (VVorhies and Morgan 2003). This is known as
tactical alignment which is defined as the degree of alignment between the focal firm’s
resource allocation and an ideal resource allocation profile that produces superior

performance by appropriately arranging resources to implement a particular strategy.
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Marketing Efficiency

The theory of entrepreneurial discovery posits that ideal responses are those that
effectively meet customer needs and that do so in a way that rewards the firm with above normal
financial performance (Hayek 1945; Jacobson 1992; Kirzner 1997). The theory goes on to posit
that it is possible to meet customer needs but to do so in a way that does not optimize
profitability. Thus, other entrepreneurs are likely to enter the market in order create the same
level of satisfaction as the original entrepreneur, but also accomplish this mission with less
“waste”. This notion of customer satisfaction at minimal levels of waste is captured in the idea
of response efficiency (Kirzner 1999). Herein, response efficiency is defined as the
management team’s ability to respond to customer needs and wants in a manner that uses

resources efficiently.

HYPOTHESES DEVELOPMENT

The following section develops the conceptual model found in Figure 3. Based on the
theory of entrepreneurial discovery (Kirzner 1997), the relationships between the constructs are
discussed and formal hypotheses presented. This Kirznerian view of entrepreneurial discovery
theorizes that action is the result of unique cognitive states and processes that allow the
entrepreneur to detect changes in the marketplace or to view old information about the
marketplace from a unique perspective (Alvarez and Barney 2002; Day and Nedgandi 1994;
Kirzner 1990; Smith and Di Gregorio 2002). The combination of the market opportunity

recognition mechanisms as depicted in Figure 3 gives the entrepreneur(s) the ability to detect
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opportunities in the market place and to formulate a timely, effective means of exploiting these
opportunities.

Market opportunity recognition mechanisms play an important role in being able to
formulate marketing actions that fit the conditions of the marketplace resulting in accurate
responses. Per the Austrian theory of entrepreneurial discovery, the process of assessing the
goings on in the marketplace should lead to an increased accuracy in matching resources to the
environment. Before appropriate actions can be taken, managers must recognize the possibility
that action may be necessary (awareness), determine all the possible cause and effect
relationships in the course of problem solving and determine the best actions to take in order to
exploit the focal opportunity (creative problem solving) and reach agreement of the appropriate

means and/or ends to use in future periods (strategic and tactical agreement).

Hypotheses 1 and 2

Kirzner’s theory of opportunity recognition suggests that entrepreneurs must be able to
align both their goals and their actions with a given set of market conditions so as to take
advantage of misallocations of resources by both the focal firm as well as competitors in the
market. Through this management team situational awareness, managers are able to see the big
picture which results in their ability to identify appropriate ends or goals that should be pursued
based on the resources available to them and the misallocations of resources in the market.
Without awareness, entrepreneurs tend to misinterpret or altogether miss changes in the
marketplace, which means they address the wrong market issues or they fail to act at all

(Mumford and Gustafson 1999). In business terminology, this means that situational awareness
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allows entrepreneurs or managers to see the holes in the market, specifically the ones that their
firms may be able to exploit resulting in the development of new or revised strategic initiatives.

In addition to the big picture view of appropriate ends that may be pursued in the market,
management team situational awareness also provides insight into the appropriate means by
which to achieve the identified ends. Situational awareness gives the management team an
understanding of the firm’s position relative to the market. Strengths and weaknesses are
formulated through the comprehension aspect of situational awareness which helps managers
develop an inventory of resources to be utilized in the achievement of the strategic initiatives.

In short, management team situational awareness provides the big picture view of the
market which guides selection of strategic initiatives that may be pursued and some insight into

the capabilities that may be used to implement these initiatives. Thus,

H; — Management team situational awareness is positively related to strategy-to-

market fit.

H, — Management team situational awareness is positively related to tactical

alignment.

Qualitative Support for HI and H2

The qualitative data gathered during the early stages of the dissertation research support
H1 and H2. When making comparisons of top teams to those that struggled, the qualitative data
indicates that members of successful teams are much more likely to back up their arguments for
certain strategic and tactical initiatives with information about the market situation. Most of the
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time the data referenced in these discussions was flowing from top of mind. In contrast, other
unsuccessful teams seemed to get bog down in the data available to them, never making the
connections between the data and its meaning for the firm. This resulted in many decisions be
made with statements such as “I just think this is what we should do” with little or no reference
to market data. Finally, the researcher had access to all of the data for each of the quarters that
the teams were observed. Upon analyzing the comments of the successful and unsuccessful
teams, it was clear that the unsuccessful teams would often cite statistics that were not accurate
in the making their decisions further strengthening the argument that situational awareness is a

key driver of strategy-to-market fit and tactical alignment.

Hypotheses 3 and 4

Management team situational awareness provides the basic foundation for identifying the
opportunities in the market but does not provide the “how” of opportunity exploitation. As
mentioned in the definition of market opportunities, managers must creatively use the resources
available to them in order to satisfy customer needs and generate a profit. In the absence of
divergent thinking found in creative problem solving processes, managers may either mis-
identify the relevant problems associated with market elements or they focus on only the most
“logical” or “frequent” means-ends relationships in determining ways to solve resource
allocation problems (Kiesler and Sproull 1999). The result of this short cutting of the market
opportunity recognition mechanisms is that managers may be aware that resources are being
misallocated by firms in the industry but they develop misaligned strategic initiatives or
inappropriate means for solving problems that leave customers over or under served in some

capacity (Christensen, Roth and Anthony 2004). Also, the convergent thinking processes help

60



managers project the downstream impact of potential ideas so that outcomes can be assessed
against pre-established goals. By beginning to think through the actual resources needed to bring
a particular solution to fruition, managers are able to think through the impact the solution may
have on other aspects of the market. The positives and negatives of these impacts can be
assessed and the most effective solution can be chosen. Convergent thinking also assists in
determining the most appropriate criteria to use in judging the success or failure of potential
actions from the customer’s perspective. This process of judging a solution against a range of
criteria can improve solution effectiveness.

In short, entrepreneurs who engage in the creative problem solving processes are able to
use explicit knowledge gleaned from awareness of the current market situation to develop a more
accurate and holistic mental model of the overall direction the firm should take, multiple ways to
solve resources allocation problems and more appropriate criteria for determining idea potential

in route to identifying the actions necessary to exploit specific opportunities. Thus

H3; — Management team creative problem solving processes amplify the positive

effect of situational awareness on strategy-to-market fit.

H, — Management team creative problem solving processes amplify the positive

effect of situational awareness on tactical alignment.
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Qualitative Support for H4 and HS5
Again, the qualitative research of the dissertation was especially helpful in drawing the
conclusions summarized in H4 and H5. Below is a excerpt from a conversation among the

members of the I-Comp team as they prepared to make Q5 decisions...

VP of Sales - I think they are doing something a little different from everybody else; they

are going to Europe and Australia.

1I-Comp President - So while I-PACC is just doing US right now, Excel and Acuity’s got

US and Europe?

VP of Marketing - Everybody’s got two brands in each of their cities.

President - Trent, you already had New York. Toronto, I take it that’s next. Is there

anybody competing with Toronto?

VP of Sales — Yeah I think there’s somebody building sales offices there. There’s

somebody manufacturing there but nobody’s got a sales office open yet but I think they

have to be coming soon.

President - Do we have anything planned in Atlanta right now?

VP of Marketing - A lot of people are looking at Atlanta right now.
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President - How many?

VP of Sales - 2 are already selling in Atlanta right now.

VP of Marketing - Yeah they 've got 3 people in Atlanta and these guys have got 3 people

in Atlanta. We need to think about what would Dell do in this situation (laughing)?

President — Dell would go to the web (laughing). Idon’t know. ['m kind of questioning
how good a job people are doing at analyzing demand and realizing that nobody’s there
and it’s expensive. There are a lot more sales to be had especially wherever we’re the
leader in area. I'm thinking more like we would do a better job opening offices in

Europe and then do Web sales in Canada. How would this plan impact the business?

VP of Sales - Well we didn’t know we were gonna make as much money as we did or at
least we were betting on conservative so we were only opened a few more sale blocks so
in the coming quarters maybe it’s gonna hurt us a little bit. We're tying to open some
more now I think the stuff in the United States is where we 're making the money, but
that’s where the competitors are at. Where people go next is, I guess, the biggest
question as far as whether you try to go somewhere where you think nobody is gonna be
or whether you see where people are going and try to make sure you have a presence
there. That’s kind of what we 're seeing right now and where we 're heading next for

future sales.
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VP of Manufacturing - We 're gonna expand right? We need more volume flowing
through the plants. So I don’t care where we go but we just need more volume. We were

low on production efficiency because of high capacity but low volume last quarter.

VP of Sales - We re gonna expand, we definitely want to expand now we ve got some
money but should we try to chase or should we try to plan whether or not we re gonna be

first into a market? It’s a decision we’re going over right now.

This lengthy excerpt illustrates the point that the managers of the I-Comp were using the
situational awareness that the team had built up in earlier stages of the decision making period to
think through the decisions that should be made going forward. The excerpt also points several
of the facets of creative problem solving. For example, although he was joking, the VP of
Marketing mentioned Dell and how the firm should try to think like Dell in terms of channels of
distribution. This is a perfect example analogous thinking found in the creative problem solving
processes. Several of the statements of the managers illustrate mental simulations. Finally, the
interjection by the VP of Manufacturing illustrates the convergent thinking of creative problem
solving in that he applies the “product efficiency” measure to the evaluation of the “expand” or

“don’t expand” discussion going on among the other team members.

Hypothesis 5 and 6

Work on group decision making emphasizes the importance of agreement on the ends
that should be pursued and the means or activities that must be accomplished in route to team
success (Bourgeois 1980; Dess 1987; Perry and Smith 2003). Without this agreement, managers
may share an accurate picture of the current state of the market and where it is heading yet the
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team is disjointed when it comes to prioritizing the strategic initiatives the firm should pursue or
employing the appropriate steps to exploit resource misallocations in the market. This is
especially important as interfunctional teams must coordinate related but idiosyncratic functional
tasks.

In established firms, it takes the sum of the parts to move the company in certain
directions within the market. Without agreement on the best strategic initiatives to pursue, the
parts become misaligned pulling the firm in different directions. Ultimately this results in
misalignment between the firm’s strategic direction and the opportunities in the marketplace.

Also managerial teams must have a high level of agreement for the methods that should
be used not only in each manager’s respective areas but in the functional areas outside of an
individual’s immediate control (West 2007). Agreement on the functional methods should lead
to high levels of coordinated action that is in line with the profiles of top performing firms
following similar strategies. Empirical support for a direct relationship between tactical
agreement and performance has been mixed (Dess 1997; Homburg et al 1999; Joshi et al 2003).
The present study seeks to build clarity around the issue by positing that managerial tactical
agreement is not the direct link to positive performance but influences firm performance to the
extent that it amplifies the relationship between situational awareness and the alignment of firm
resources. This relationship has been alluded to but never studied empirically (Dess 1997).

Simply stated, the alignment of strategic initiatives with market conditions and the proper
allocation of resources is a result of a team being both accurate in its mental model of the market
situation and the inter-functional agreement on the appropriate methods for moving forward

based on this knowledge.
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Hs — Management team strategic agreement amplifies the positive effect of team

situational awareness on strategy-to-market fit.

Hs — Management team tactical agreement amplifies the positive effect of

situational awareness on tactical alignment.

Qualitative Support for H5 and H6

The successful teams observed in the qualitative research illustrated the importance of
agreement in the decision making process. One of these teams formally referred to the final
decision making period as the “collaboration time” which was where each functional manager
would review his or her final decisions to be pursued going forward and the president would go
around the room asking for any reason that the respective functional manager’s decisions should
not be implemented. Prior to this session, the president reviewed what he felt was the best
strategic direction for the firm (even if it meant staying on the current strategic course) and
making sure that all of the managers agreed with the direction. Other teams did not have
anything that resembled this “collaboration time” instead relying on each functional manager to

make decision with little notice given to other managers.

Hypothesis 7

While picking an appropriate strategic direction has some effect on firm performance, the
biggest impact on firm performance comes from the actual allocation of the resources in the
course of everyday operations (Covin, Slevin and Schultz 1994; Kirzner 1999). These resource

allocation decisions directly impact the finances of the firm. As firms deviate from the tactical
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profile of successful firms following similar strategies, monies and other resources are wasted
and inefficiencies result. This idea of fit is becoming an important topic in the marketing
literature as some early studies have shown that the fit between operational activities and
strategic type is an important driver of marketing performance outcomes (Vorhies and Morgan

2003; Walker and Reukert 1987).

H; - Tactical alignment is positively related to return on marketing

efficiency.

Intuitively, it would seem that the relationship between strategy-to-market fit would have
a direct impact on firm performance measures. However, past research has shown that the
relationship between strategy and performance is more complex (Dess, Lumpkin and Covin
1997). The current study aims to explore an indirect relationship between strategy-to-market fit
and performance in that strategy-to-market fit amplifies the relationship between tactical
alignment and performance. One can think of this relationship as a simple two by two matrix
where an effective implementation of a strategy that fits the market conditions will increase
performance beyond that which can be achieved if the team effectively implements an
inappropriate strategy. Empirical support for this premise comes from the work of Mckee et al
(1989) and Covin et al (1994) who found that the impact of strategy on performance is
contingent on the environment and that this fit moderates the relationship between managerial

actions and performance.

67



Hg — Strategy-to-market fit amplifies the positive relationship of tactical

alignment on marketing efficiency

CHAPTER SUMMARY

The main objective of this chapter has been to provide the theoretical background for the
dissertation. Conceptual definitions and hypotheses are rooted in the premises of entrepreneurial
discovery derived from the Austrian school of economics. The application of this theory is
justified based on the parallels between entrepreneurship and market orientation. After
discussing these parallels, the chapter illustrated the contributions of linking the two streams of
research. Specifically, the constructs used in the conceptual model of market opportunity
recognition mechanisms include management team situational awareness, management team
creative problem solving and management team strategic and tactical agreement. Market
opportunity recognition mechanisms are conceptualized as the relationships between the
constructs resulting in the proposed hypotheses. The methodology for testing the measures of
market opportunity recognition, as well as for testing the overall model, is discussed in the

following chapter.
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Chapter 3 — Methodology

CHAPTER OVERVIEW

In this chapter, details of the research design used to test the proposed hypotheses
presented previously are provided. Before discussing the specifics of the research design, the
logic of using a simulation to study the focal research questions is reviewed, as well as the details
of the specific simulation used in this dissertation. The simulation overview is followed by a
detailed discussion of the operationalization and measurement of the specific constructs found in
Figure 3. Afterwards, details of the multiple pre-tests used to evaluate the validity of items used
to measure the various constructs are presented. The chapter concludes with an overview of the

statistical techniques used to test the proposed hypotheses.

SIMULATION RESEARCH

Past research on market orientation is dominated with cross-sectional survey
methodologies that limit the ability of market orientation researchers to move forward in this
area of marketing research. As Sinkula, Baker and Noordeweir (1997) point out, the
“interpretation” or cognitive aspects of market orientation are difficult to tap into and measure.
Likewise, opportunity recognition scholars argue that retrospective survey methods hamper
attempts to measure the thought processes of business people at the time of opportunity
discovery (Gaglio and Katz 2001). According to Gaglio and Katz (2001), respondents must be
caught in the act of thinking in order to uncover aspects of the market opportunity recognition
phenomenon. In other words, researchers must investigate respondents thinking prospectively as

opposed to retrospectively. Also, future research on market opportunity recognition mechanisms
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should involve testing under pre-constructed scenarios that allow some control over the
environment so that distractions invoking other schema do not contaminate the data but that are
not so controlled that they pre-ordain a particular cognitive pattern. Unfortunately, opportunity
recognition studies that have tried to accomplish this balance have erred on the side of control by
utilizing experimental designs that do not account for the complex nature of business
environments or do not capture the true conceptualization of opportunity recognition (cf.
Shepherd and DeTienne 2005). This complexity issue is key for market opportunity recognition
mechanisms research in that the mechanisms involve the cognitive processes related to a system
of variables not just simple scenarios analyzed in isolation.

The argument that market orientation and market opportunity recognition mechanisms
research as been limited by methodologies used in the past led to a search for potential research
methodologies that might address the above concerns. After a scan of the decision making
literature, it was concluded that the use of simulations represented an interesting alternative to
cross-sectional methodologies. By using simulations that require participants to analyze market
environments, the market opportunity recognition mechanisms phenomenon can be tapped and
data collected accordingly.

More specifically, simulations have been praised for their ability to introduce real-world
complexity while providing some level of control over the study not found in traditional cross-
sectional survey or field experiments (Brehmer and Dorner 1993; Gonzalez, Vanyukov and
Martin 2005; Gundlach and Cadotte 1994). Simulations share three key characteristics that
provide this realism and control. First, simulations are dynamic, which requires the participants
to think and act in real time (Brehmer and Dorner 1993). This meets the prospective thinking
criteria suggested by Gaglio and Katz (2001). Second, simulations are often complex in that
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they contain a high number of components and relationships between components that require
participants to think through these relationships, increasing the applicability of simulations in
market opportunity recognition mechanisms research (Brehmer and Dorner 1993; Gonzalez,
Vanyukov and Martin 2005). Finally, simulations are opaque, which means the relationships
between components and the ways to manipulate the relationships are often invisible to the
subjects involved in the study. In the case of market opportunity recognition mechanisms, this is
a benefit in that inferences must be made and tested in the simulated world which corresponds to
market opportunity recognition mechanisms in the real-world.

Based on the characteristics discussed above, this dissertation utilizes a simulation
approach to the study of market opportunity recognition mechanisms in both the measurement
development study and in the test of the conceptual model. In the following section, a thorough

description of the simulation, Marketplace, is provided.

Marketplace Overview

Based on the points outlined above, a simulation is used to test the conceptual model as
well as the measurement model in this dissertation. The simulation used is Marketplace
developed by Innovative Learning Solutions Inc. Marketplace involves participants starting a
company and operating the company for several different decision periods. Through this process
of creating and running the firm, participants must be keenly aware of the changes that take place
in the market (competitor maneuverings, demand swings etc) in order to perform well. In
addition, the participants, or “managers” of the firm must be able to translate these changes into
meaningful events that help guide future strategies and tactics of their respective firms. In other

words, opportunities must be identified and exploited.
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More specifically, Marketplace participants are charged with starting and operating a
company in the personal computer industry. The simulation is run over 8 decision periods,
during which the “managers” of the company must assume responsibility for various facets of
business (VP of Marketing, VP of Manufacturing, VP of Finance, etc). At the beginning of the
simulation, participants must form teams, and begin the process of creating a company. In the
start-up phase, the teams must make many decisions typical of a company in this industry. For
example, teams are presented with a set and description of market segments found in the PC
market. From this set, target markets are selected and specific geographic areas are chosen for
market entry. Once the target markets are selected, teams must develop products to meet the
needs of these segments based on information presented in market research, create
advertisements, develop a sales forecast and set plant operating capacity accordingly.

Once these start-up decisions have been made (these take place in quarters 1-2), each
firm must launch their products in their chosen markets (quarter 3). At the start of quarter 4,
each team receives feedback on their performance on several dimensions (See Figure 4). A
balanced scorecard is provided that is an aggregation of performance in many different
functional areas including marketing, finance and manufacturing. Particularly relevant to this
dissertation, the marketing performance indicators include a measure of brand rating which is the
fit between the features of a firm’s products and the needs and wants of the customers in the
target segment. Additionally, a measure is provided on price ratings, which is a measure of the
prices charged by each company and the prices that target segment is willing to pay. A final
measure of marketing performance is the ad rating, which measures the level of appeal a firm’s

advertisements had to the target segment.
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In addition to the scorecard, teams who purchased market research are able to see how
their products, prices, and ads compared to competitors. After reviewing this information, teams
are charged with adjusting all facets of the business in order to increase their overall balanced
scorecard performance. This constant adjusting and maneuvering continues for four additional
decision periods (quarter 5 through quarter 8). Throughout these final quarters, teams are
provided the opportunity to invest in R&D that will yield additional product features, quality

improvements, and higher gross margin potential.

Q1: Organize Q2: Set-up Shop Q3: Test Market Q4: Skillful

- Organize the team and | -Review Market -Develop marketing plan = Adjustment

assign responsibilities. | Research -Forecast dermand -Review market
—-Set strategic direction | .Set production research
-Set plant and sales schedule -Review financials
locations -Adjust strategy and
-Brand Design tactics

Q5: Invest in Future | Q6: Expand and Q7: Expand and Q8: Expand and

-Prepare 1-yr business | Improve Improve Improve
plan - Monitor the market - Monitor the market - Monitor the market

-R&D and marketing and adjust accordingly | and adjust accordingly  and adjust accordingly
plan decisions

-Capital expenditures :
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Figure 4 - Timeline of Marketplace Decisions
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Customer Segments in Marketplace

It is important to mention the various customer segments that can be targeted by
Marketplace companies. There are five main segments which can be tapped by management
teams in route to achieving their financial performance goals. The segments are labeled “Cost-
cutter”, “Workhorse”, “Traveler”, “Innovator” and “Mercedes” respectively. Each of the five
segments falls somewhere along two orthogonal axes. One dimension of the segment
characteristics is product performance and the other dimension is price. As shown in Figure 5,

the Cost-cutter and Workhorse segments are comprised of highly price conscious consumers

with relatively low performance requirements. The other three segments are comprised of tech-

savvy customers who demand high performance from computer products and who are not overly

concerned with price. The size of each market is indicated by the size of circles in Figure 5.

-

Performance

-
J Price

Figure 5 - Marketplace Customer Segments
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The segments which are targeted by Marketplace managers represent strategic options
available to each team. For example teams choosing to focus on the Traveler, Innovator and /or
Mercedes markets are following a focused differentiation strategy (Miller and Friesen 1986;
Porter 1980) which requires high levels of research and development investments and marketing
prowess. These teams may chose to leverage these R&D investments and marketing skills by
eventually launching products into the Workhorse and Cost-cutter markets, thus choosing to
follow a broad differentiator strategy. Usually, these firms seek to gain a competitive advantage
in these lower tier markets through best in class products. At the other end of the strategic
spectrum are the firms who chose to target the larger and more price conscious segments (Cost-
cutter and Workhorse) via a narrow cost-leader strategy. Here the management team’s emphasis
is on economies of scale and manufacturing capabilities. These teams may also chose to move
beyond the main low-cost segments by launching products into upper tier markets via a broad
cost-leader strategy. Typically these broad cost-leaders seek to gain market share in the high
technology segments via lower prices as compared to a high technology, premium product
orientation. Finally, teams can also attempt to implement a hybrid strategy (Miller and Friesen
1986; Porter 1980) which entails launching products across four or more segments. Competitive
advantages come from both lower prices and superior products via the hybrid strategy. These
strategic options come into play in the measurement of the strategy-to-market fit construct found

in the latter portions of this chapter.

The Applicability of Marketplace to the Research Questions

Scholars familiar with the use of simulations have argued that the applicability of a

particular simulation must be evaluated relative to the specific research questions posed. In

75



order to do so, Gray (2002) proposes specific criteria for judging a simulation’s applicability to a
given research question. The first criterion, tractability, is the researcher’s ability to productively
pursue the question(s) of interest. This includes the ability to manage the simulation and the
participants involved. Also, tractability involves ease of use and the level of training needed to
participate in the simulation. Another dimension of tractability is the ease of data collection. A
simulation is said to be tractable if the researcher can collect “the right data, at the right grain
size, with the right timestamp” (Gray 2002, p. 212).

The second criterion suggested by Gray (2002) is correspondence. Correspondence
levels indicate the fit between the simulation and the real-world as it relates to the research
question. A simulation with high levels of correspondence resembles the real-world in that many
aspects of a task environment are simulated. The final criterion is engagement. According to
Gray (2002) a simulated task environment is “engaging to the degree to which it involves and
occupies the participants; that is the degree to which they agree to take it seriously” (p. 217).

Applying the aforementioned criteria to the Marketplace simulation, the conclusion is
reached that this particular simulation is appropriate for the posed research questions. For
example, Marketplace seems high in tractability for this particular study. The objective data are
easily captured by the system, thus variables such as management team situational awareness,
strategy-to-market fit, tactical alignment and marketing efficiency are easily tracked within the
system. For the subjective data, the simulation includes a built-in survey instrument that allows
researchers to send out questionnaires to participants and merge the responses with objective
measures for easy analysis. As for the ease of use dimension of tractability, Marketplace
participants are given the opportunity to play with the system before the game launches and they
are given instruction on each decision period during corresponding lectures. Finally,
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Marketplace is easily managed by the researcher in that team assignments, team monitoring and
team performance feedback is all done automatically within the software.

On the correspondence criterion, Marketplace is remarkably realistic and provides a
context that closely matches the actual act of starting and running a multi-million dollar
operation. The developers of the game have incorporated realistic temporal demand patterns,
various financing options, and a wealth of product features that can be included in the products
designed by the teams. Evidence of this realism comes for participants who have played the
game in executive educations programs. These participants frequently have significant real-
world business experience. Feedback from these types of participants often references the
realism of the game or how they have been faced with similar decisions in their respective
operations.

Finally, the engagement levels of the Marketplace simulation are quite high. Evidence of
this is found in the amount of time participants spend on the game each decision period. It is not
uncommon for teams to spend an average of ten to twelve hours logged into the simulation per
decision period. Motivation for this level of engagement comes from the extrinsic grade that
participants receive as they are all playing the simulation in collegiate academic programs of
varying levels. Also an intrinsic motivation becomes apparent as the simulation is played. It is
not uncommon to see “team spirit” emerge as participants become excited about “winning” the
simulation, “beating the competition” or “dominating the market.” Both the expressed desire to
get a good grade and to beat the competition provides support for the fact that Marketplace tends

to create high levels of engagement in participants.
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OPERATIONALIZATION OF CONSTRUCTS

As previously mentioned, measurement of market opportunity recognition mechanisms
constructs is something that has received scant attention in the extant literature. Therefore,
considerable effort was made in this dissertation to adequately operationalize and measure the
constructs that comprise the market opportunity recognition mechanisms. In doing so, a
thorough review of the opportunity recognition literature was conducted to gain insight into how
the construct should be measured. In addition to the literature review, interviews have been
conducted with both participants of past Marketplace sessions as well as with entrepreneurs and
business managers with innovation or business development responsibilities. Going one step
further, four executive MBA teams engaged in the Marketplace simulation were observed over
several decision periods to provide additional insights into operationalization of specific
constructs as well as market opportunity recognition mechanisms phenomenon itself. Table 1
shows a synopsis of the constructs, their conceptual definitions and the way they are
operationalized in this dissertation. The definitions and descriptions of the various constructs are

presented in the following sections.

Market Opportunity Recognition Mechanisms

Market Opportunity Recognition Mechanisms are the cognitive states and processes that
individuals or groups use to conclude that they have identified an opportunity in the marketplace.
More specifically, it is operationalized as a set of team cognition and group process variables
whose interaction help teams identify opportunities in the marketplace and formulate ways to
exploit these opportunities. As shown in Figure 3 the variables that make up the market
opportunity recognition mechanisms are management team situational awareness (SitAware),
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Table 1- Explanation of Constructs

Construct Definition Operationalization
Management | The management team’s ability to perceive, The team average of individual managers’
Team comprehend and predict elements in the scores on the situational awareness assessment
Situational environment. which assesses manager’s ability to recall
Awareness information about important elements in the
market, the meaning of these elements and their
ability to predict future market conditions.
Management | The degree to which the management team uses | The manager team’s perception of the team’s
Team divergent and convergent processes in strategic | use of analogy, counterfactual thinking,
Creative and tactical decision making. bisociation and action -goal comparisons to
Problem make decisions.
Solving
Management | The degree to which the managers of a firm The number of intra-team agreements divided
Team agree on future actions necessary to succeed in by the number of possible agreements on
Tactical future periods. multiple tactical dimensions.
Agreement
Management | The degree to which the managers of a firm The number of intra-team agreements divided
Team agree on the strategic direction of the firm by the number of possible agreements on
Strategic necessary to succeed in future periods. questions relating to which segments that
Agreement should be pursued in future periods.

Strategy-to-

The appropriateness of a firm’s strategy given

Measured with as a binary item indicating

Market Fit its strengths and weaknesses relative to market whether the team followed an appropriate

conditions. strategy given its strengths relative to the
market in Q6.

Tactical The degree of alignment between the focal firm | The number of points a firm acquires when

Alignment and an ideal firm that produces superior resource allocations are compared to resource
performance by arranging firm resources to allocations of the ideal profile for a given
implement a particular strategy. strategy.

Marketing The ratio of marketing resource inputs The sum of revenues in Q6-Q8 divided by all

Efficiency consumed to outcomes achieved. marketing related expenditures in Q6-Q8.
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management team tactical agreement (TTA), management team strategic agreement (TSA) and
management team creative problem solving (CPS). In the following sections, the

operationalization and specific measures for each of these components are discussed.

Management Team Situational Awareness

Management team situational awareness is defined as the management team’s ability to
perceive key elements of the market, to comprehend their meaning and to predict of their impact
on the market going forward. It is operationalized as the team’s ability to recall major demand
indicators, team performance relative to competitors, as well as the team’s ability to predict
future events in the market. In order to measure this variable, a software modification was made
that assesses each team members’ knowledge of the market. The questions in the assessment are
meant to gauge each team member’s ability to recall important data about the market as well as
their ability to predict future changes in the market environment. The aim of the recall question
is to capture the noticing and comprehending aspects of awareness and the prediction aspect
captures the ability to foresee where the market is heading. The list of questions asked is
provided in sections 1-7 of Appendix C-14.

Each team member was scored on the accuracy of their answers on the recall and
prediction portion of the SitAware assessment. For recall questions, the software automatically
scores the team member’s answers against the facts about the marketplace. In addition, a score
will be generated on the team member’s answer to questions about future events in the market.
The scoring of this portion of the assessment will be delayed to allow for the market to unfold so
that answers can be compared to actual data. For example, team members will be asked to

predict the number of competitors entering their respective segments in the coming quarters.
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This answer will be compared to the actual number of competitors that enter the team’s
respective segments in the closing quarter and a variance score will be calculated. Again, each

team member’s score on the SitAware assessment will be aggregated to a team level score.

Management Team Creative Problem Solving

Management Team Creative Problem Solving (CPS) is defined as the degree to which the
management team uses divergent and convergent processes in strategic and tactical decision
making. The CPS construct is two dimensional in that the cognitive processes involved are
divergent and convergent thinking (Palmon and Mumford 2003). Divergent thinking is the
cognitive process used by managers to clearly define the problems presented to the management
team and to explore response possibilities. Divergent thinking is operationalized as the
perception of the team’s ability to develop multiple options for responding to the changes in the
marketplace using combinative and analogous thinking as well as the team’s perception of its
success in break existing mental models via mental simulations. The main focus here is the
team’s ability to unlearn previously held assumptions about how to compete in the marketplace.
As this is a function of the group’s interpersonal interactions, this is not captured in the
Marketplace software, requiring a survey instrument that measures the degree to which team
meetings are oriented toward these divergent thinking processes.

Extant literature, interview data and observations were consulted to develop a bank of
questions regarding both the processes the team used in developing possible steps to take in
piloting the firm in its respective market environment. These sources were also consulted in
building a question bank measuring each team member’s perception of the team’s ability to

break through firmly held assumptions about the tactics needed to succeed in the market. More
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specifically, the questions tap the degree to which the team sought out connections between
marketing tactics and demand fluctuations, the degree to which team’s used combinative thought
processes to develop new products and advertisements and the degree to which the team used
mental simulation to think through competitive maneuverings. A full list of the questions
tapping the divergent thinking dimension can be found in Appendix B-1.

Convergent thinking is defined as the cognitive process of assessing the workability of
ideas, the resources needed to implement the ideas and the value of the ideas. Herein convergent
thinking is operationalized as the perception of the team’s ability to elaborate on how to make
potential responses a reality and the financial value of those responses as well as the team’s
awareness of its resource constraints. This particular construct is measured via traditional survey
questions that pertain to the degree to which the team discussed the probability that certain
tactics would work, the financial impact of those tactics and the risk of not acting on particular
tactics (See Appendix B-2).

The management team creative problem solving construct was ultimately treated as
composite index of items tapping the different aspects of both divergent and convergent thinking.
Divergent thinking was measured with a set of items tapping the analogous thinking,
combinative thinking and mental simulation aspects of the dimension. Convergent thinking was
measured with a set of items representing the elaboration, evaluation and realism of the
dimension. “More” CPS is represented by higher frequencies across the multiple items used to
measure each dimension. Each team member was asked to rate the degree to which their team
used the various aspects of creative problem solving in decision making. A five point,

frequency-type scale was employed which ranged from (1) “we spent very little time on this
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compared to other activities” to (5) “we spent a great deal of time on this compared to other

activities”.

Management Team Tactical Agreement

Management team tactical agreement (TTA) is the degree to which the members of the
team agree on future tactics needed to succeed in the marketplace. This agreement was assessed
using the number of intra-team matches on items relating to various strategic thrusts available to
the team in the remaining quarters. A list of these items and possible responses is found in
Section VIII of Appendix C-14. Due to a disproportionate number of team members across all
teams, the number of matches was divided by the number of all potential matches on each item.
The equation for tactical agreement is found below:

TTA=> Xi+N;
Where

X; = Number of matches on the jth tactical item.

N; = Number of possible matches on the jth tactical item.

To calculate V, the basic formula for determining matched pairs was followed such that:
nx(n-1)+2
Where

n = number of team members.

Management Team Strategic Agreement

Management team strategic agreement (TSA) is similar to tactical agreement in that it is

the degree of agreement between members of the management team on items asking which
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customer segments should be targeted gong forward. A list of these questions is also found in
Section VIII of Appendix C-14. Again, the Marketplace, simulation allows teams to target
customer segments with different needs and wants. As mentioned above the Traveler, Innovator,
and Mercedes segments represent the high end of the market in that customers in these segments
want high quality, high-tech products and are willing to pay premium prices. On the other hand,
Cost-cutter and Workhorse segments represent customers who want simpler products at reduced
prices. Each of these two groups of segments represents a different a different strategic position.
Strong emphasis on the premium segments indicates a differentiation strategy while a focus on
the lower-end segments represents a cost-leadership strategy.

The specific measurement of management team strategic agreement is the extent that the
teams agree on the segments that should be pursued going forward.

TSA=> X+ N

Where

X; = Number of matches on the jth strategic item.

N; = Number of possible matches on the jth strategic item.
Again, to calculate N, the basic formula for determining matched pairs was followed such that:

nx(n-1)=+2

Where

n = number of team members.

Tactical Alignment

Tactical alignment is the degree to which a team’s tactical actions match the actions of an

ideal team following the same strategy. To develop the measure of this construct, a number of
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steps were performed. First, the ideal profile had to be developed using data from past
Marketplace competitions. Once these profiles were established, the actions of teams in the
current sample were compared against the ideal team profile following the same strategy.

The data to calculate the ideal profile for each strategy type was obtained by studying
past (games from six month and one year ago) Marketplace competitions. The outcomes of 23
different Marketplace competitions with 115 teams were reviewed in order to determine top
performing teams following a given strategy. High performing teams were determined by their
return on marketing expenditures. Once performance outcomes were determined, each team was
categorized by strategic type. This categorization was conducted using targeted segments as the
main criterion as illustrated in the strategic types section above. The total number of teams in
each strategic category can be found in Appendix B-3.

Past studies using profile agreement have typically used the highest 10-15% of businesses
to develop ideal profiles (Van de Ven and Drazin 1985, Venkatraman and Prescott 1990, Vorhies
and Morgan 2003). Following Vorhies and Morgan (2003), plots of the Return on Marketing
Expenditures (ROME) calculation for teams in each strategic category were used to confirm that
the top 10% of teams was suitable cut-off. Return on marketing expenditures appeared to dip
significantly after the top four teams in each category. To further validate the top performers
from each strategic category, the return on marketing expenditures figure for each team was
compared to the mean of the category which revealed that each of the top performers was at least
one standard deviation above the category mean.

Once top performers were identified, the next step was to develop the profile for each
strategic type by calculating top performer averages across a range of key tactical dimensions.
These averages were also calculated for each of the remaining quarters (Q6-Q8). For example
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the marketing dimensions include (1) the number of brands for sale (2) the number of new
product introductions and (3) the number of R&D features incorporated into brands for quarters
six, seven and eight. The manufacturing dimensions include (1) plant capacity, (2) the dollar
amount spent on improving product quality and (3) the dollar amount spent on improving
change-over time on the manufacturing floor. The sales management dimensions include (1) the
number of cities where a sales office was located and (2) the total size of the sales force. Finally,
the finance dimensions include (1) the short term debt to loan capacity ratio and (2) the long term
debt to loan capacity ratio. See Appendix B-4 for a complete list of the variables used in the
profiles well as the averages for top teams on each of the variables.

The last step in calculating the tactical alignment measure was to score teams from the
current sample against the top performers’ dimension averages. A simple scoring convention
was used such that if a current team’s dimension average was greater than or equal to the top
performers’ average, then 10 points was awarded. Past research has used the difference in means
to calculate a profile deviation (Vorhies and Morgan 2003); however in the current study, the
dimensions each contain differing units of measure. Thus, the scoring system was used in lieu of
deviation from the mean. Based on the number of dimensions (10) and remaining quarters (3),

each team received a score ranging from 0 to 300 points as a measure of tactical alignment.

Strategy-to-Market Fit

Strategy-to-Market fit is the appropriateness of the team’s overall strategy given its
strengths relative to the market in Q6. This is a binary measure which equates to a 1 for teams

who followed the ideal strategy given their Q6 position in the market and a 0 if a team chose a
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different strategy. The difficulty in determining the measure is in the researcher’s ability to
determine an ideal strategy.

The ideal strategy calculation was made using a decision-tree heuristic based on a firm’s
available financial resources, manufacturing capabilities, technological advancements in
products, intensity of distribution, and general marketing capabilities based on quarter 5
decisions and outcomes. From these various dimensions three scores were generated, (1) an
available resources score, (3) a marketing aptitude score and (4) a manufacturing aptitude score.
The specific details of these calculations are available in the Appendix B-5. From these three
scores, a heuristic was applied to determine the ideal strategy for each firm. The heuristic was
based on work on strategic typologies developed by researchers who have focused on testing and
refining Porter’s five strategic types (Miller and Friesen 1986; Wright 1987).

The table showing the decision tree heuristic is found in Appendix B-6. Essentially,
firms with average levels of available resources and strong marketing aptitude are best suited for
a broad differentiator strategy. Firms with average levels of available resources and strong
manufacturing capabilities are better suited for a broad cost-leader strategy. Firms with above
average resources, strong marketing aptitude and strong manufacturing aptitude should pursue a
hybrid strategy. Firms with below average resources and strong marketing aptitude should
pursue a narrow differentiation strategy. Finally, firms with below average resources and strong
manufacturing aptitude should follow a narrow cost-leader strategy. Narrow cost leadership was
also selected as the ideal strategy for firms with below average resources and no marketing or
manufacturing strengths, due to the ease of serving customers in the low-end segments and the

greater size of these segments.
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Once the ideal strategy was determined for each company, a comparison was made
between the ideal strategy and the strategy actually pursued by the firm. As mentioned, if the
firm’s actual strategy matched the ideal strategy, a 1 was assigned otherwise 0. The heuristic
was validated by conducting an ANOVA on the pre-test data. In the ANOVA, teams identified
as having followed the ideal strategy were separated from teams who deviated from the ideal
strategy. Once categorized, the ANOVA tested for differences in performance between the two
groups. The ANOVA results can be found in Appendix B-7 and show that significant difference

in performance existed between the two pre-test groups (F= 7.457, p = .007).

Marketing Efficiency

Marketing efficiency is defined as the team’s ability to respond to customer needs and
wants in a manner that uses resources efficiently. It is operationalized as the team’s return on
marketing expenditures (ROME). First, total revenue generated by the firm in the quarters 6 -8
was calculated. Then the sum of Q6-Q8 revenues was divided by the sum of Q6, Q7 and Q8
marketing expenditures (product research and development costs, sales force expenses,
advertising expenses, sales office lease costs, marketing research costs, and web marketing

expenses) (Vorhies and Morgan 2003).

MEASUREMENT ITEM DEVELOPMENT

The constructs that make up the market opportunity recognition mechanisms represents a
major focus of this dissertation. Thus, considerable effort was given to developing and testing a
measurement model that helped to determine the content and structure of the market opportunity

recognition mechanisms constructs. The following section provides the details of this process.
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These steps were based on established research in test item formulation and testing (Haladyna
1999) as well as scale development and testing (Churchhill 1979; De Vellis 1991; Rossiter
2002). Due to major differences between the items used to measure the various components of
market opportunity recognition mechanisms, the methods used to develop the measurement
items for situational awareness and the creative problem solving processes are discussed
separately. A general description of the pre-tests used to formulate and test the items used to
measure the market opportunity recognition mechanisms constructs is presented prior to the

details of testing of individual constructs.

Item Formation

The extant literature on situational awareness, creative problem solving and
entrepreneurial alertness was consulted in developing a pool of items for situational awareness
and creative problem solving processes. Also, this initial item list for the constructs of interest
was generated based on interviews with students who were engaged in the simulation as well as
with managers actively working in the business world. In total, interviews were conducted with

10 students and 5 managers for a total of 15 interviewees.

Survey Pretests

Multiple pre-tests were conducted in order to purify the newly developed measures of
situational awareness and creative problem solving processes. In Pre-test A, following the
recommendations of Rossiter (2002), the survey was administered via paper copy to 2 students
engaged in the Marketplace simulation as well as to 2 managers and 1 content expert. In these
sessions, the participants were asked to complete the survey without interruption and then an

open discussion about item clarity, completeness and redundancy took place generating feedback
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about the individual items themselves. The feedback obtained from these review sessions was
used to refine the pool of items accordingly.

Following this first pre-test of the measurement items, Pre-test B was conducted to purify
the measures of both situational awareness and creative problem solving processes. In Pre-test
B, approximately 50 undergraduates from a large southeastern public university were asked to
complete a paper and pencil version of a questionnaire that contained items for both management
team situational awareness and creative problem solving processes. The students participated in
groups of five and following each session, students were asked to provide feedback on the items
in a focus group format. Responses to the situational awareness items were also graded for
accuracy to develop some early statistics of level of difficulty and validation of item responses.
At the conclusion of Pre-test A and Pre-test B, the pool of items for management team situational
awareness was 50 items and 45 items for creative problem solving processes.

Pre-test C was a paper and pencil version of the 45 items pertaining only to creative
problem solving processes. The survey was administered to 175 undergraduate students at a
large southeastern public university who were enrolled in a course which utilized the
Marketplace simulation as the primary means of instruction.

Finally, Pre-test D was conducted to test both SitAware and CPS items that had been
refined in previous pre-tests. This test was conducted on 50 items for SitAware and 21 items
tapping the CPS construct. Like the previous pre-tests, Pre-test D was conducted at a large
southeastern public university with both undergraduate and MBA students participating in the
Marketplace simulation. It should be noted that the MBA sections and undergraduate sections
were separate sections. The sample was distributed across one undergraduate section and two
different MBA sections. The total sample size for this pre-test was 430 participants. Unlike
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previous pre-tests, Pre-test D was administered via the Marketplace software. Participants were
asked to complete the SitAware assessment and CPS survey during a special session in each
section where all participants completed the questionnaire at one time. Again this yielded a
sample size of 430 participants which represented 98% of all students in the MBA and
undergraduates classes. Of the 430 responses, 7 had to be dropped due to missing data issues

yielding 423 usable responses.

Scale purification: Management Team Situational Awareness

Because items on the management team situational awareness assessment are measured
against an objective “truth”, traditional latent construct purification methods were inappropriate
for validating and testing items. Therefore, techniques developed from item response theory
(Halydyna 1999) were used to validate the SitAware items. These techniques are typically used
in developing and validating items used in academic or certification exams. Item discrimination
was tested using the point-biserial correlation between item and assessment performance which
is useful when correlating a dichotomous variable with a continuous variable. To obtain point-
biserial correlations, each item was correlated with total performance minus the score of the item
itself. One issue with point-biserial correlations is that the maximum value can sometimes
exceed unity and there is no established test of significance (Garson 2007). Therefore, items
were evaluated simply on the point-biserial values. Items were evaluated against the rule of
thumb that values greater than .15 are acceptable and values greater than .25 are considered good
(Varma 2006).

In addition to the point-biserial correlations, items where validated using an index of

discrimination. This index is simply the difference between the proportion of an upper group
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which got an item correct and the proportion of a lower group who got the item correct.
Following Varma (2006), participants were divided into the upper 25%, the middle 50% and the
lower 25% categories based on performance on the SitAware assessment. The index of
discrimination for each item was based on the difference between the upper 25% group and the
middle 50% group and then the difference between the upper 25% group and the lower 25%
group. Then each item was evaluated to ensure that the value of the differences was positive (a
negative difference indicates that a lesser performing group answered the question correctly
more often than the high performing group). The magnitude of the difference was also evaluated
by comparing the overall difference average across all items to the average difference between
groups for each individual item. Items with differences lower than the overall average were
flagged for further evaluation.

At the outset of pre-testing, the situational awareness item pool was 73 items which were
paired down to 50 items by the time pre-test D was administered. Following pre-test D, items
were reviewed as outlined above and either omitted or re-written in hopes of improving item
performance due to the importance of the item in tapping the domain of SitAware. The final set

of questions used in the assessment can be found in Appendix C-14, Sections | — V1.

Scale Purification: Creative Problem Solving

Scale purification for creative problem solving was assessed for dimensionality,
reliability, internal consistency, convergent validity, and discriminate validity. Each construct
was tested for dimensionality to confirm the existence of the hypothesized number of dimensions
underlying a set of measures (Hattie 1985). Confirmatory factor analysis (via principle

components analysis in SPSS 13.0) was used to test dimensionality because it has been shown to
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provide a more rigorous interpretation than other available methods including exploratory factor
analysis, item total correlations, and coefficient alpha (Clark and Watson 1995; Hattie 1985;
Jolliffe 1986). Internal consistency reliability was assessed using Cronbach’s coefficient alpha
(Churchhill 1979; Cronbach and Meehl 1955). Alpha values above a .6 cutoff are sought for all
variables as that level suggests good correlation between the item and true scores, while lower
alpha values indicate the item set does a poor job of capturing the construct of interest (Churchill
1979; Nunnally 1978).

Using these procedures to assess pre-test data, the initial pool of pretest items was
reduced from 45 items to 21 items for Pre-test D. Following Pre-test D, the evaluation of item
performance resulted in the CPS scale being reduced down to 12 items which are found in
Section IX of Appendix C-14. For the final survey, 20 items were used in the measurement of

CPS but the additional 8 items were exploratory and not used in the final analysis.

SAMPLE AND DATA COLLECTION

This section outlines the sampling plan for the final questionnaire as well as the method
that was used for collecting the data. Unlike the measurement development portion of this study,
the unit of analysis for the test of casual relationships is the management team. The sample for
this study was comprised of undergraduates and MBA students engaged in the Marketplace
simulation at multiple universities across the US. A minimum of three managers must respond
from each team in order for a given team to be included in the sample.

The survey and assessment mentioned previously was administered to the entire
management team of each simulated firm. These participants were asked to complete the

assessment and questionnaire via an electronic e-mail that was sent automatically from the
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Marketplace software. Within this e-mail was a link to the questionnaire housed within
Marketplace. All of the participating schools administered the questionnaire during a special
session dedicated solely to the questionnaire. The software was also used to send reminders over
pre-defined intervals to those participants who were not present for the questionnaire session.

All responses from these outstanding questionnaires were collected electronically as well.

The timing of the administration of the data collection tool was also important. In the
simulation, participants complete several decision periods representing quarters. During these
virtual quarters, participants slowly became familiar with the nuances of the market, how to input
decisions into the software and how to make decisions with their fellow managers. Therefore,
administration of the survey and assessment took place between quarter 5 and quarter 6
decisions. This allowed participants time to reach a “steady-state” in terms of coping with the

technicalities of the software, the context of the simulation and the dynamics of fellow managers.

QUESTION AND SCALE VALIDATION WITH THE FINAL
SAMPLE

Before performing statistical hypotheses testing, questions and scale validation
procedures were conducted. Like those used in Pre-test D, point biserial correlations and indices
of discrimination were performed on the SitAware assessment items. CFA and reliability
analysis was used to evaluate the validity the final CPS measures. The results are provided in the

next chapter.
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STATISTICAL TECHNIQUES FOR HYPOTHESES TESTING

General Linear Modeling and Logistic Regression were used to test the hypotheses.
These statistical techniques were appropriate given (1) the econometric nature of the data (items
are assumed to be free or error) (2) the sample size obtained, (3) the multiple interactions in the
model and (4) the combination of binary and continuous variables. Actual results of hypotheses

testing are found in the following chapter.

Hypothesis 1

Hypothesis 1 proposes that SitAware is positively related to strategy-to-market fit.
Logistic regression was used to test this hypothesis due to the binary measurement of the
dependent variable, strategy-to-market fit. While logistic regression has many similarities to
GLM procedures, it not assessing the linearity between the two variables. Instead it is used to
calculate the odds that an observation will fall into a particular category based on the
characteristics of the independent variables. The predictive success of the logistic regression of
SitAware on strategy-to-market fit was assessed by looking at the classification table, showing
correct and incorrect classifications of the dichotomous strategy-to-market fit variable. In

addition, the Wald statistic was used to gauge the significance of the SitAware variable.

Hypothesis 2

Hypothesis 2 posits that management team situational awareness (SitAware) is positively
related to tactical alignment. To test this hypothesis, ordinary least squares regression was used
to assess the relationship between total points scored on the SitAware assessment and the points

associated with tactical alignment (TA) which measures the degree of fit between the focal
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firm’s tactical actions and those of the ideal firm for a given strategy type. This relationship was

tested by estimating the  and p value between SitAware and TA.

Hypothesis 3

Hypothesis 3 is similar to Hypothesis 1 in that an interaction effect is being tested in a
logistic regression equation. In this case, it is hypothesized that CPS will amplify the positive
effect of SitAware on strategy-to-market fit. In other words, the higher the level of CPS and
SitAware, the more likely a management team was to chose the ideal strategy given its strengths
and weaknesses relative to the market. Following Aiken and West (1991), a logistic regression
equation was developed that included the product term of SitAware by CPS in addition to the
main effects of SitAware and CPS separately. The logistic regression classification table and

Wald statistics were used to evaluate the hypothesis.

Hypothesis 4

Hypothesis 4 is also a test of an interaction effect in that it is hypothesized that creative
problem solving will also amplify the positive relationship between SitAware and TA. To test
the interaction effect of CPS and SitAware on tactical alignment, separate regression lines were
computed for one standard deviation above the mean of the CPS variable and one standard
deviation below the mean of CPS. From these new regression equations, simple slope tests were
performed on each line to determine the level of significance of the interaction effect. The test of

this hypothesis was performed using the procedures outlined by Aiken and West (1991).
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Hypothesis 5

It is posited that management team strategic agreement (TSA) will amplify the positive
relationship between SitAware and strategy-to-market fit (SMF) in hypothesis 5. Again, logistic
regression was used to test this hypothesis by including the product terms of TSA and SitAware
in the logistic regression equation predicting SMF. Diagnostics mentioned in Hypothesis 3 were

used as evidence of support, or lack thereof, for this interaction effect.

Hypothesis 6

Hypothesis 6 posits that team tactical agreement amplifies the positive relationship
between management team situational awareness and tactical alignment. A test of the interaction
between the two variables was performed following Aiken and West (1991). To test the
interaction effect of TA on SitAware, separate regression lines were computed for one standard
deviation above the mean of the TA variable and one standard deviation below the mean of TA.
From these new regression equations, simple slope tests were performed on each line to

determine the level of significance of the interaction effect.

Hypothesis 7

Hypothesis 7 posits that tactical alignment is positively related to marketing efficiency.
To test this hypothesis, OLS regression was used and the B and p values consulted as evidence of
support for the hypothesis. It should also be mentioned that a Sobel test for mediation was also

conducted to assess the path of SitAware through TA to marketing efficiency.
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Hypothesis 8

Finally, Hypothesis 8 argues that the positive relationship between tactical alignment and
marketing efficiency is amplified by strategy-to-fit. This moderating effect was tested using
Aiken and West (1991) and Cohen and Cohen (1988). However, in this case the tests of the
simple slopes were based on the binary conditions of the strategy-to-market fit as opposed to
slopes based on one standard deviation above and one standard deviation below the mean of
SMF. In other words, a regression line is formulated and assessed when SMF =0 and a
regression line is formulated and assessed when SMF = 1. The hypothesis is supported if the
slope of the tactical alignment / marketing efficiency regression line where SMF = 1 is greater

than the slope of the line when SMF = 0.

CHAPTER SUMMARY

The research methodology used to test the proposed hypotheses developed in Chapter 2
was described in this chapter. The previous sections provided details of the research design,
operationalization of constructs, instrument development, the various pre-tests conducted, data
collection methods and the statistical tools used to evaluate the hypotheses. Chapter 4 presents

the results of the statistical hypothesis testing.
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Chapter 4 —Data Analysis

CHAPTER OVERVIEW

The purpose of Chapter 4 is to present the findings from the main study of market
opportunity recognition mechanisms and their impact on resource allocation decisions. The
results from the aforementioned pre-tests were used to select the final set of questions measuring
management team situational awareness, management team creative problem solving and
strategic and tactical agreement. Measures of strategy-to-market fit and tactical alignment were
validated against the pre-test data as mentioned in Chapter 3.

The chapter is organized as follows. The details of sample size and composition are
presented in the sections immediately following this introduction. Before presenting results of
the hypothesis testing, measure evaluation is provided which supports the findings of the pre-
tests in terms of the validity of the items used to measure the dissertation constructs. The
measure evaluation is divided into two separate sections with the management team creative
problem solving measurement details presented first followed by the analysis of the management
team situational awareness measures. Hypothesis testing follows the analysis of measures and

the chapter concludes with a summary of the findings of the study.

SAMPLE DETAILS

The survey and assessment instrument highlighted in the “Final Questionnaire” section of
Chapter 3 was administered to several collegiate classes which employed the Marketplace

simulation as the primary means of instruction. Students participated in these simulation classes
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at several different colleges and university across the United States. The 5 participating
institutions ranged from a large public university located in the Southeastern region of the US to
a small private college located in the Midwestern region United States.

The sample was comprised of both undergraduates and MBA students. In aggregate, a
total of 581 students representing 128 Marketplace teams responded to the questionnaire. The
make up these teams was 444 undergraduates representing 96 teams and 137 MBA students
representing 32 teams. After an initial screening of the data, 11 teams were discarded from the
sample. These teams were discarded based on problems with missing data and/or failure to
follow protocol of the study by members of the team. For example, one objective of the study
was to assess the situational awareness found in the memory structures of the participants. Thus,
participants were asked not to consult information found in the Marketplace software while
responding to the situational awareness assessment. Multiple participants in 8 of the 11 teams
discarded from the study consulted the software during the situational awareness assessment.
The other three teams were discarded due to one or more members of the team discontinuing the
questionnaire prematurely which resulted in less than three respondents per team. It should also
be mentioned that teams were only retained if three or more teammates participated in the study.
Teams with less than three members responding to the questionnaire were not included in the
study and were not accounted for in the 128 teams reported above. Finally, out of the 581
students responding to the questionnaire, 19 failed to complete the questionnaire and 10 students
completed the survey in an amount of time that is indicative of simply filling in answers without
thinking through responses. However, deleting these students from the team did not result in the
team’s total respondents totaling less than three. Therefore, the students’ data were removed
from the data base while retaining the respective team as an observation point. The final count
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on participants and teams used in the final study was 552 participants representing 117 teams
which is an average of 4.7 members per team.

The final mix of the sample was 95 undergraduate teams and 22 MBA teams. To justify
this heterogeneous sample, an ANOVA was performed comparing undergraduate responses to
MBA responses. Due to the large differences in sample size between the two groups, 22
undergraduate teams were randomly selected for the ANOVA procedure. The results of the
ANOVA showed no difference in responses on the SitAware score (F =.278; p =.599), CPS (F
=.028; p = .899) and level of strategic agreement (F = .085; p = .771) and tactical agreement (F=
.897; p =.367). An ANOVA was also performed on the dependent variable, return on marketing
expenditures (ROME). Again, the results showed no differences in ROME between

undergraduate teams and MBA teams (F = .006; p = .938).

EVALUATION OF MANAGEMENT TEAM CPS MEASURES

Measures of management team creative problem solving (CPS) were assessed for validity
and reliability to ensure that the findings from the various pre-tests carried forward into the main
study. The first analysis of the final CPS measures was performed to assess the measures for any
abnormalities in the distribution of the data. The descriptive statistics found in Appendix C-1
show that the data appear to be normally distributed with no issues with skewness or kurtosis.
Item CV1 was borderline at -.935 but was retained based on the essence of the question and that
it was under the threshold of 1.00 for skewness measures. The means and variances for each
item also indicate decent variability in the responses evidenced in the standard deviations above

1.00 for six of the nine measures.
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CPS is posited to be comprised of two dimensions, divergent thinking and convergent
thinking. 12 total items were used to measure these two aspects of management team creative
problem solving. The dimensionality of CPS was evaluated using principle components
analysis. A varimax rotation solution was used to conclude that CPS items loaded on the
appropriate factor. The factor and reliability analysis found in Appendix C-2 shows the item
loadings and that each item’s respective loading was above the .600 rule of thumb indicating
sufficient convergent validity of the measures. Reliability analysis was also performed using the
Cronbach’s alpha statistic to assess internal consistency of the measures. The Cronbach’s alpha

statistic for the 12 items that comprise CPS was .702 indicative of sufficient internal consistency.

EVALUATION OF MANAGEMENT TEAM SITUATIONAL
AWARENESS MEASURES

As mentioned in Chapter 3, management team situational awareness (SitAware) was
measured using items similar to traditional academic examination formats. Each item was
dichotomously scored as either right or wrong. Thus, methods used to assess survey item
validity were inappropriate for evaluating the SitAware measures.

Two techniques for evaluating test items were used to evaluate the SitAware items. First,
point-biserial correlations were calculated for each item. A .150 cut-off was used to assess the
adequacy of the items and .250 was used to consider and item “good” in the assessment of
situational awareness. The results of the point bi-serial correlation analysis are found in the
Appendix C-3. The second test of SitAware validity is the p-index assessment. Participants

were grouped into echelons based on quartiles and then p-indices produced for each group. To
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evaluate the validity of the items, the p-indices were compared to ensure that the direction of the
scores was correct. This analysis is found in Appendix C-4.

Following the pre-test, 13 items were flagged as potential problems but instead of
discarding the items, they were re-written in hopes of improving the point-biserial correlations
and p-indices. Out of the 13 items flagged, 5 actually improved from the revisions and were
deemed acceptable for inclusion in the final study data. 8 items were still problematic following
the revisions and were not retained in the final data set. These items are noted in Appendix C-3.
Based on these omissions, a total of 62 questions were used to build the aggregate score for
SitAware. Given that a total 10 points was assigned to each questions, it was possible for scores
on the SitAware to range from 0 to 620. The actual descriptive statistics show that the mean for
SitAware was 354.5 with a min of 144 and a max of 542. The standard deviation for the

measure was 62.3.

HYPOTHESES TESTING

The following section provides the details of the various statistical techniques used to test
the proposed hypotheses found in Chapter 2. The hypothesis testing process was broken down
into three stages. The first stage represents the logistic regression analysis used to test the
relationships between the variables comprising market opportunity recognition mechanisms and
strategy-to-market fit (Figure 6). The second stage represents the ordinary least squares
regression procedure used to test the relationship between market opportunity recognition
mechanisms variables and tactical alignment as well as the relationship between tactical

alignment and return on marketing expenditures (Figure 7). The third and final stage represents
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the test of the effect of the interaction between tactical alignment and strategy-to-market fit and

return on marketing expenditures (Figure 8).

Stage 1

The relationships tested in the first stage of hypotheses testing are depicted in Figure 4.1
and include the market opportunity recognition variables and the strategy-to-market fit
dependent variable.

Hypothesis 1 was tested using a simple logistic regression equation which predicts the
probability of strategy-to-market fit based on high levels of management team situational
awareness. Goodness of fit for this logistic equation was evaluated using the Hosmer and
Lemeshow chi-square test. In this test, a good fitting model is one where the Hosmer and

Lemeshow chi-square test indicates a p-value greater than .05 (Garson 2007). For the main
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effects of SitAware on strategy-to-market fit, the model fits the data well (x*= 7.80, p = .454). In
this equation, the Wald statistic (Wald = 4.73, p = .029) indicates that the SitAware is in fact a
significant predictor of strategy-to-market fit thus supporting H1.

Hypothesis 3 was tested by developing a logistic regression equation that includes the
main effects of SitAware, management team creative problem solving (CPS) and the interaction
term of SitAware by CPS (Aiken and West 1991). The Hosemer and Lemeshow goodness of fit
test was used to evaluate the overall fit of the logistic regression equation. The results of the
model fit test was that the model fit the data reasonably well (x*= 11.903, p = .156). However,
the Wald test indicates that the interaction between SitAware and CPS is not significant (Wald =
1.737, p = .188)

Finally, the test of hypothesis 5 involved a logistic regression equation that included the
main effects of SitAware, the main effects of management team strategic agreement (TSA) and
the interaction term of SitAware by TSA (Aiken and West 1995). Using the Hosmer and
Lemeshow test as the recommended test of model fit, the model fits the data well (°= 6.62, p =
.578). The Wald statistic reveals that the interaction term is significant at the .10 level (Wald =

2.282, p = .066) providing partial support for H5.

Stage 2

The second stage of hypothesis testing involves a test of the main effects of management
team situational awareness on tactical alignment as well as the hypothesized interactions between
SitAware and management team creative problem solving and management team tactical

agreement respectively. This second stage is depicted in Figure 4.2 below.
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Hypothesis 2 was tested by building an ordinary least squares (OLS) regression equation
with SitAware regressed on tactical alignment. The Beta-weight and significance levels (=
.396, p <.001) show strong support for H2. Additional support for this hypothesis is also
provided by the R? statistic which is .157 meaning that almost 16% of the variance of tactical
alignment is explained by management team situational awareness.

Hypothesis 4 posits that CPS amplifies the positive relationship between SitAware and
tactical alignment. To test the hypothesis, an OLS regression equation was constructed which
included the main effects of SitAware and CPS as well as the interaction term of SitAware by
CPS (Aiken and West 1991). Results of the test show that interaction of management team
situational awareness and management team creative problem solving does not amplify the main
effect of SitAware on tactical alignment (f=.030, p > .05). Thus H4 is not supported.

Hypothesis 6 was tested in a manner similar to H4. An OLS regression equation was
constructed which included the main effect of SitAware, the main effect of Management team
tactical agreement and the interaction term of SitAware by TTA. The results of this regression
model support the hypothesis (f=.212, p=.021). Further support for the hypothesis is found in
the R? statistic which increased to .264 which equates to an additional 10.7% of explanatory
power over the main effect of SitAware on tactical alignment.

Hypothesis 7 states that tactical alignment is positively related to marketing efficiency.
Support for this hypothesis is found in the results of an OLS regression equation where tactical
alignment is regressed on return on marketing expenditures (the operationalization of marketing
efficiency). Results of the test reveal a significant Beta (p=.451, p <.001). To further validate
the model, a Sobel test of mediation was performed to assess the mediation of the SitAware /
marketing efficiency relationship by tactical alignment. The Sobel test was performed using the
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unstandardized regression coefficient and standard error term for the association between
SitAware and tactical alignment as well as the unstandardized regression coefficient and standard
error term for the association between tactical alignment and marketing efficiency (Baron and
Kenney 1986; MacKinnon, Warsi, and Dwyer 1995; Sobel 1982). The test itself was performed
using SPSS via the procedure prescribed by Preacher and Hayes (2004). Results of the test
support the mediation of SitAware and marketing efficiency by tactical alignment (t = 3.315, p <

.001).

Stage 3

The purpose of the third and final stage of hypothesis testing is to evaluate H8 which
posits that strategy-to-market fit will amplify the relationship between tactical alignment and
marketing efficiency (See Figure 4.3 below). Following Aiken and West (1991), the tactical
alignment by strategy-to-market fit interaction term was included in a regression model which
also included the main effects of tactical alignment. The results of the test show that H8 is not

supported in that the beta is not significant (=267, p = .113).

CHAPTER SUMMARY

The purpose of Chapter 4 was to describe the data analysis procedures used to evaluate
the final measure of the proposed constructs and to test the hypotheses presented in Chapter 2.
Descriptive statistics, principle component analysis and reliability analysis were used to evaluate
the measures of management team creative problem solving. Procedures for evaluating test
items (point-biserial correlation and p indices) were used to evaluate the validity of the measure
of management team situational awareness. Hypothesis testing was conducted employing both

logistic regression equations and ordinary least squares regression. A table summarizing the
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findings is found in Table 2 below and in Appendix C-13. The implications of these findings are
discussed in the following chapter. This discussion includes both theoretical and managerial

implications of the findings as well as future research opportunities resulting from the current

study.
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Table 2- Summary of Hypotheses Testing

Theoretical Hypothesis Results Empirical Support

Management team situational awareness is positively

H1 | related to strategy-to-market fit. Supported | Wald = 4.73, p =.029
Management team situational awareness is positively

H2 | related to tactical alignment. Supported | B =.396 p <.001
Management team creative problem solving processes
amplify the positive effect of situational awareness on | ot

H3 | strategy-to-market fit. Supported | Wald = 1.737, p =.188
Management team creative problem solving processes
amplify the positive effect of situational awareness on | not

H4 | tactical alignment. Supported | f=.030, p > .05
Management team strategic agreement amplifies the
positive effect of team situational awareness on Partially

H5 | strategy-to-market fit. Supported | Wald = 2.282, p = .066
Management team tactical agreement amplifies the
positive effect of situational awareness on tactical

Hé | alignment. Supported | p=.212, p=.021
Tactical alignment is positively related to return on

H7 | return on marketing efficiency. Supported | B=.451, p <.001
Strategy-to-market fit amplifies the positive
relationship of tactical alignment on marketing Not

Ha | efficiency Supported | Bp=.267,p=.113
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Chapter 5 — Conclusions And Implications

CHAPTER OVERVIEW

In today’s turbulent and complex marketplace, managers must be able to use customer
and competitor information to identify the gaps in the market and the means necessary to fill
these gaps. Past research on market orientation has focused mainly on the cultural and
information sharing aspects of creating value for customers ultimately resulting in increased
financial performance for the focal firm. However, missing from this research are the cognitive
aspects of interpreting customer and competitor information in a way that provides the meaning
and direction for the management team.

To answer the calls for a cognitive perspective of market orientation, the main purpose of
this dissertation was to investigate the question of why some management teams are able to use
customer and competitor information to develop accurate and timely responses to changing
market conditions and other teams cannot. Specifically, the dissertation sought to identify and
measure the relevant constructs that comprise the market opportunity recognition mechanisms.
Also, the dissertation sought to determine the how the constructs work together so that market
opportunities can be identified and exploited. The context of the study was a business simulation
where teams started a personal computer company and competed with other teams for customer
demand. This context allowed the researcher to measure the market opportunity recognition
mechanisms constructs while the managers were in the act of decision making.

Despite the study’s limitations (see next section for the discussion of the study’s

limitations), several important contributions are made. The key constructs of market opportunity
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recognition mechanisms are identified and methods for measuring these constructs were
developed and tested. The relationships between these constructs are evaluated via testing in a
nomological framework. The results of these tests reveal that management team situational
awareness is a key driver of strategy-to-market fit and tactical alignment. These relationships are
amplified by team agreement on both the strategic directions and tactical actions that should be
pursued for a given set of market conditions. Surprisingly, the main effect of management team
situational awareness on strategic and tactical mediators was not amplified by management team
creative problem solving. The overall contribution can be characterized as the expansion of
market orientation theory through the development of a more complete interpretation construct.

The first chapter of this dissertation highlighted the current state of market orientation
research and the need for a more holistic theory which could be made possible by combing MO
with the Austrian theory of entrepreneurial discovery. Chapter 2 provided a much more detailed
discussion of the relevant literature streams, the conceptual definitions of the constructs
comprising market opportunity recognition mechanisms and the conceptual model depicting the
relationships between the variables in market opportunity recognition mechanisms. The
methodological procedures used to validate market opportunity recognition mechanisms
measures and test the proposed hypotheses were outlined in Chapter 3. Chapter 4 provided the
results of the tests of the model as well as results of post-hoc data analyses. This chapter
concludes the dissertation by discussing how the findings address the research objectives of the
study, highlighting the main contributions to theory and practice, acknowledging the limitations
of the present study, and identifying avenues for future research on the market opportunity

recognition mechanisms phenomenon.
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FINDINGS AND DISCUSSIONS

The dissertation had three main research objectives as stated in Chapter 1. As a prelude
to the discussion of the research findings, the objectives are re-stated along with the method used
to address each objective. This review of the objectives and methods are followed by a more

detailed discussion of how the findings from the hypotheses testing address objective three.

The first objective was:

(1) To identify the main constructs that comprise market opportunity recognition

mechanisms

This objective was accomplished through a thorough review of the literature as well as
multiple interviews with various managers and the observation of groups engaged in the

Marketplace simulation.

The second objective was:

(2) To develop measures for the MARKET OPPORTUNITY RECOGNITION

MECHANISMS constructs

This objective was also accomplished through the qualitative data collected during the study

which was used to inform empirical models of construct measurement.
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The third research objective was:

(3) To identify the actual relationships between the key market opportunity recognition
mechanisms constructs and how these relationships help managers identify and
respond to changes in the market.

This objective was achieved via the use of the entrepreneurship literature and qualitative data

to develop and test the conceptual model found in Chapter 2. This resulted in the tests of

Hypotheses 1-8 which are discussed below.

The Impact of Management Team Situational Awareness (Hypotheses 1 and 2)

Hypotheses 1 and 2 posited that management team situational awareness is the main
driver of fitting the broad goals of the firm to market conditions (strategy-to market fit) based on
the tenets of entrepreneurial discovery theoretical perspective (Hayek 1945; Kirzner 1997). The
results of the hypotheses testing strongly support the importance of management team situational
awareness. Given the small sample size and large Wald statistic of the test of H1 and the large
Beta weight of the H2 test, it is clear that situational awareness is the dominant variable in the
market opportunity recognition mechanisms model. No other variable comes close to the

explanatory power of the SitAware variable when evaluation of all test statistics is conducted.

The Impact of Management Team Creative Problem Solving (Hypotheses 3 and 4)

Hypotheses 3 and 4 investigated the impact that management team creative problem
solving has on the relationship between SitAware and strategy-to-market fit and tactical

alignment. Based on the results of the logistic regression and ordinary least squares analyses
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neither H3 nor H4 were supported. Assuming that the theoretical model is correct, there is a
possible reason for the findings which has to do with measurement error.

The CPS variable was measured by aggregating the perceptional measures of individual
team members to create a CPS score. This method of measurement is problematic for several
reasons. First, at the individual level the reliability of the CPS measures as indicated by the
Cronbach’s alpha was low but deemed acceptable due to the fact that it was assumed that some
teams might have had fragmented decisions meetings where only a portion of the team was
present. Thus, it was possible for some team members to have less than full knowledge of all
team discussions. Also the low Cronbach’s alpha was deemed acceptable because of the
composite nature of the divergent and convergent dimensions of CPS. Like all latent construct
measures, the measures had some measurement error at the individual level. The second
measurement issue is created in the aggregation process. At the individual level, the measures
appeared to have good variance with no evidence of skewness or kurtosis. However, when
aggregated to team score, the variance within the CPS score is greatly reduced. The combination
of the measurement error at the individual level and the lack of variance at the team level created
problematic measures of CPS that is certain to have some impact on the researcher’s ability to
test H3 and H4. Future research should pursue more valid and reliable measures of CPS so its
impact on the other market opportunity recognition mechanisms constructs can be assessed.

In terms of H3 only, the low sample size may also affect the results of the tests. The
results of the logistic regression equation produced a Wald statistic of 1.737 and a p-value of
.188. Given the low power of the tests, one could argue that the tests are inconclusive as to

whether the null hypothesis should be accepted as evidenced by the relatively low .188 p-value.
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Future research should seek to increase sample size so that a better assessment of the impact of

the interaction between CPS and SitAware on strategy-to-market fit.

The Impact of Management Team Strategic and Tactical Agreement (Hypotheses 5 and 6)

Hypotheses 5 and 6 posited that management team agreement amplifies the positive
effect of SitAware on both strategy-to-market fit and tactical alignment. Specifically, H5 argues
that management team strategic agreement amplifies the positive effect of SitAware on strategy-
to market fit. The result of the logistic regression analysis finds partial support for this
hypothesis. A relatively high Wald statistic (2.72) was produced but was only significant at the
.10 level (p = .066). However, as mentioned in the discussion of H3 above, the relatively low
sample size increases the chances of accepting the null hypothesis which means that given a
larger sample size, a significant effect is likely to be found.

H6 posited that the positive effect of SitAware on tactical alignment would be amplified
by management team tactical agreement. The results of the OLS regression equation strongly
support the hypothesis.

Past research on the importance of management team agreement has been mixed in that
in some studies the agreement on both strategy and tactics were thought to be important for
aligning resources to fit market conditions. Yet other studies have found that only agreement on
means, or tactics, was important for firm success. The results of the present study seem to
support the former notion that both are important as the team attempts to use market knowledge
structures to formulate appropriate responses to changing market conditions. This is also in line
with the social aspects of entrepreneurial discovery which argue that managers need to be in

agreement on both the means and ends necessary to succeed in the marketplace (West 2007).
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Tactical Alignment and Marketing Efficiency (Hypothesis 7)

The theory of entrepreneurial discovery argues that the proper allocation of resources is
how profits are gained or lost by managers attempting to navigate the marketplace. The tests of
Hypothesis 7 support this notion that when resources are aligned in fashion that resembles the
ideal profile for a given strategy, high firm performance is realized.

In some ways this finding is not altogether unexpected given that past high performing
teams were used to develop the ideal tactical profiles for specific strategic types. However, the
inclusion of the tactical alignment variable was important for providing the nomological validity
of the market opportunity recognition mechanisms model. The fact that the relationship between
tactical alignment and marketing efficiency was positive and strong provides further validation

of the tactical alignment profiles used in the study.

Strategy-to-market Fit and Tactical Alignment Interaction (Hypothesis 8)

Hypothesis 8 states that the positive relationship between tactical alignment and
marketing efficiency would be amplified by strategy-to-market fit. The results of the test of the
interaction found a non-significant relationship. Thus, H8 was not supported. However, as
mentioned in discussions of preceding hypotheses, the low sample size reduces the power of the
tests increasing the likelihood that the null hypothesis would be accepted. A larger sample size
may reveal that the interaction is in fact significant given that the p-value for the interaction of
H8 was .134 in the present study.

A post-hoc analysis of H8 found that the strategy-to-market fit construct was positively
and significantly related to marketing efficiency. In this post-hoc test, both tactical alignment

and strategy-to-market fit were entered into a regression equation as independent variables and
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marketing efficiency as the dependent variable. The results of the post-hoc test showed that both
of the independent variables were significantly related to marketing efficiency (tactical
alignment = .423, p <.001; strategy-to-market fit B=.301, p =.001). Based on the findings of
the post-hoc and main tests of H8, future research should pursue a hierarchical method so that a
better of assessment of the strategy-to-market fit, tactical alignment and marketing efficiency can
be conducted. The results of the present study seems to suggest that both strategy-to-market fit
and tactical alignment are both related to marketing efficiency and that when both are high, then
performance is even higher. However, this supposition needs to be the subject of future market

opportunity recognition mechanisms research.

CONTRIBUTIONS OF THE DISSERTATION

Several important theoretical and managerial contributions emerged as a result of the

present study. These contributions are discussed in the following sections.

Theoretical Implications

The theoretical implications of the dissertation can be offered based on the findings of the
study. These theoretical implications are especially salient given the research context in which
the study was conducted. The following discussion highlights the way the findings of the study
fill the existing gaps in research related to market orientation and entrepreneurial discovery. The
first two contributions relate to the “macro” theoretical contributions as they outline how the
dissertation contributes to the theories of market orientation and entrepreneurial discovery. The
remaining points illustrate the theoretical contributions made by some of the more fine grained

findings of the study.
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1. A more complete model of market orientation’s “interpretation” construct was

developed.

The development and testing of the market opportunity recognition mechanisms
constructs contributes to the market orientation literature. As mentioned in Chapter 2 market
orientation scholars have begun to shift the focus of their research to the interpretation aspects of
market orientation. However, the interpretation research to date has been limited and overly
simplistic. Hult, Ketchen and Slater (2005) tested a MO model which included an interpretation
construct but the operationalization of the construct was a simple self-report measure which asks
study participants if the management team “reached a shared understanding of market
information”.

The market opportunity recognition mechanisms model developed herein provides much
greater detail to the interpretation aspect of MO. Based on the findings of the study,
interpretation should be conceptualized as a set of inter-related constructs. The test of the market
opportunity recognition mechanisms model shows that interpretation needs to be both accurate
and agreed upon by the management team in the course of identifying options for future action
and the appropriate means of enactment. Thus future market orientation research should attempt
to account for the various facets of interpretation so that market orientation theoretical models

are more holistic in scope.
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2. A holistic model of market opportunity recognition mechanisms is developed and tested.

The main purpose of the present study was to develop a theoretical model of the
cognitive mechanisms at work in management team opportunity recognition. Past research on
entrepreneurial discovery have also developed a model of the cognitive mechanisms but as
Mitchell et al (2007) point out, most of the cognitive models are vague and incomplete and beg
for increase insights so that a more detailed picture of market opportunity recognition
mechanisms S can be developed. Past research on opportunity recognition is overwhelmingly
conceptual in nature. The present study uses interviews and observations from actual managers
caught in the act of thinking through business opportunities to construct the market opportunity
recognition mechanisms model. These interviews and observations allowed the researcher to
develop more fine grained conceptual definitions of the relevant constructs and more
importantly, to identify the mechanisms by which these constructs work together to bring market
opportunities to light. Finally, these relationships were also tested which serves as a launching

point for future empirical testing necessary to move opportunity recognition forward.

3. The unique method of developing and testing the market opportunity recognition
mechanisms model may serve as an impetus for similar methodologies in developing,

refining and testing theories involving managerial cognition.

The dissertation utilized a simulated business environment as the context of the study.
Surprisingly, relatively few studies have used simulations in marketing research. Even fewer
have attempted to use business simulations as a tool for exploring managerial cognition with
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notable exceptions coming from Marinova (2003) and Glazer et all (1998). Thus the current
study furthers theoretical research on managerial cognition by adding support for simulations as
a tool that can be utilized for both theory development and testing in this area. With corporations
becoming increasingly guarded against disclosing specific information about day to day
operations, it is difficult to get opportunities to collect participant observations in the field. As
illustrated by the current study, there are qualitative research opportunities ripe for exploitation
by observing participants engaged in business simulations. This should allow future researchers
to begin to develop new or refined theories of managerial cognition as opposed to simply
borrowing theoretical perspectives developed in other domains.

Empirically, the use of simulations in the current study illustrates the ability to catch
managers in the act of thinking so that market opportunity recognition mechanisms related
constructs can be more accurately measured and evaluated as well as relationships between
variables tested. Specifically, the method used to develop the market opportunity recognition
mechanisms model herein is unique in that the managers’ knowledge structures of the
environment were actually evaluated against an objective truth so accuracy of the management
team’s mental models could be gauged. Few studies in the management or marketing literature
have been able to assess the accuracy of the management team’s knowledge structures resulting
in studies fraught with self-reports of accuracy and agreement levels. Thus, the main result of
this methodology is that the importance of the “knowledge of circumstance” (Hayek 1945;
Kirzner 1997) in matching resources to market conditions was tested and supported. In sum, the
dissertation contributes to the theoretical aspects of market orientation and entrepreneurial

discovery in that it opens new avenues for theory development and testing.

121



4. The importance of Situational Awareness as a foundational element in managerial

cognition is validated.

The “knowledge of circumstances” posited by Hayek (1945) (and later expanded upon by
Kirzner (1973) in his development of entrepreneurial discovery) has long been thought to be a
key element in successful managerial decision making. However, as mentioned in the opening
chapter, little empirical support for this notion has been found in the management or marketing
literature. Using work from the aviation industry, this dissertation conceptualized this special
knowledge as situational awareness. Situational awareness was defined as the manager’s ability
to perceive important elements in the market, to give meaning to these elements through
comprehension and to predict how the market may change in future time periods. Research from
the aviation industry theorizes that all decision about how to proceed in a given situation spring
from situational awareness. This notion is supported in the current study in that awareness about
the goings on in the market emerged as a central theme in the observation data gathered and had
the most impact when the market opportunity recognition mechanisms model was tested
empirically.

Endsley, a prominent scholar in the field of situational awareness, has gone on to posit
that over time experts have the ability to move aspects of situational awareness from working
memory structures to long-term memory structures which allows the individual to filter and sort
information in much more meaningful ways (Endsley 1997). Indirect support for this aspect of
situational awareness is found in the current dissertation in that participants were not allowed to
consult information sources as they answered questions about the marketplace. As the results of
the study show, those managers who were able to recall information about the market, apply
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meaning to this information and predict where the market was going all from memory were
ultimately more successful in allocating important resources. Thus Endsley’s notion of

situational awareness being engrained in long-term memory was supported.

5. The importance of goals and tasks agreement expands the concept of interfunctional

coordination in market orientation research.

As alluded to previously, the importance of expanding the interpretation concept in
market orientation research is a major contribution of the current study. At the individual
construct level, the market opportunity recognition mechanisms model helps to expand on the
idea of interfunctional coordination. For example, interfunctional coordination as it appears in
the extant literature is behavior based operationalized as information and resource sharing
behaviors. However, as the results of the test of the market opportunity recognition mechanisms
model show, it is important for the interfunctional team to form a shared mental model of the
strategic goals the firm should pursue going forward and the actions that should be taken in route
to accomplishing these goals. As mentioned in the future research section below, a more
complete view of market orientation can be formed by testing the relationship between the
traditional view of interfunctional coordination and the strategic and tactical agreement

constructs tested in the market opportunity recognition mechanisms model.
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6. Agreement on both means and ends is important in managerial team decision making.

In a similar vein, the current study contributes to the literature on managerial consensus.
Past studies have found mixed results for the importance of team agreement on the strategic
direction of the firm and its impact on firm performance. The current study seems to support the
notion that there is not a direct effect between strategic agreement and performance. This is
illustrated in the test of H5. However, the results of the current study support an indirect
relationship between strategic agreement and performance. The logistic regression equation
shows no direct effect of strategic agreement on strategy to market fit. Strategic agreement
effects performance of the firm via its effect on the alignment of strategic goals with market
conditions when combined with accurate team mental models of the market situation. This
interaction effect on strategy-to-market fit helps to reconcile some of the mixed support for the
importance of team strategic agreement in generating high firm performance.

The study also contributes to the extant literature on tactical agreement. Past research has
shown strong support for team tactical agreement in generating firm performance and the current
study indirectly supports this notion as well. As shown in the test of H6, tactical agreement had
no direct effect on tactical alignment but the effect was significant when combined with
situational awareness. Interestingly, the direct relationship approached significance in that the p-
value was .160. Given a larger sample size, the direct relationship between tactical agreement
and tactical alignment may indeed be significant which would provide further support for the

importance of tactical alignment.
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Managerial Implications

The dissertation’s stated purpose is exploratory in nature. Thus, any managerial
implications resulting from the study’s findings should be accepted with caution. However, if
the results of future studies support the findings of this dissertation, the following managerial

implications may be drawn.

1. Situational awareness is a key aspect in managerial decision making.

The strong support for H1 and H2 suggest that managers should take great effort to
“know” their markets and the firm’s position in those markets. This is a salient point in a time
when managers have a wealth of market information at their fingertips. It was interesting that
during one of the qualitative interviews, one of the managers asked about the follow up empirical
study and how it would work. When told that respondents would be required to recall market
information from memory as a measure of situational awareness, the manager replied “why
would they have to do that when all of the information is right there (pointing at his computer)
and can be looked up at anytime?”” As demonstrated by the study, having the information in an
electronic database is not the same as having a high level of situational awareness. The cognitive
processing of the information is the key. Therefore managers should be leery of over reliance on
data repositories at the expense of truly knowing and understanding what is going on in the
marketplace.

Similarly, managers should look for employees who have a high level of situational
awareness as they build teams whose purpose is to identify and exploit opportunities. The
current study indicates that this ability is important for being able to match resources to the

current market environment and should be considered in employee recruitment in conjunction
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with traits such as basic intelligence, leadership skills, the ability to work in teams, etc. Perhaps,
assessments similar to the assessment of situational awareness found in the current study could

prove useful in employee selection and promotion.

2. Agreement on ends and means necessary for opportunity exploitation is important in
interfunctional teams.

As managers from various functional units work together, they should strive for strategic
and tactical agreement in decision making. The study shows the importance of a shared mental
model among team members of the strategic goals that should be pursued and how to achieve
these goals based on a given level of situational awareness. This is especially important given
that the impact of an action in one functional area can have far reaching implications across other
functional areas.

Thus managers should periodically assess the shared mental model of the interfunctional
team to ensure that the group shares the same mental model of the strategic goals of the firm and
the tactics necessary to implement those goals. Again, the tools and techniques used to assess
team strategic and tactical agreement may prove useful to managers overseeing interfunctional
teams. Given the prevalence of web-based survey technology, this type of assessment would be
easy to perform. Any differences in the mental model could be used as an impetus for the team
to pause for in-depth discussions of the differences before moving forward with strategy

development or tactical actions.
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3. Situational Awareness seems to increase the risk taking behaviors within management
teams.

One unintended consequence of the current study was the insight gained in terms of the
relationship between risk taking and situational awareness. Based on the operationalization of
tactical alignment, the difference between the actions taken by the teams and the actions of the
ideal profile for a given strategy, it is apparent that teams with higher situational awareness are
more apt to spend greater amounts of resources in the course of daily operations than those that
do not. In developing and validating the ideal profiles, it was discovered that the average amount
of resources expended by high performing teams was great than the average resources expended
by other teams in each strategic type. Therefore, it would appear that situational awareness may
actually decrease risk aversion in route to high financial performance. It may be that that
situational awareness gives managers the insight needed to see the Type Il risk; managers are
able to see the impact of not acting on an idea as opposed to an over-emphasis on Type 1 risk
which is risk of “sinking the boat” due to overspending. Future research is needed to
substantiate the claim but at face value, management should seek to build situational awareness

in employees to avoid missing out on major opportunities due to risk anxieties.

RESEARCH LIMITATIONS

The findings of the present study should be interpreted with caution as all research suffers
from inherent shortcomings that should be acknowledged. The present study is no different in
that it suffers from a myriad of shortcomings which include issues with sample size, sample
composition, measurement development, data collection, and research context. In addition to

these methodological issues, the study also suffers from theoretical limitations.
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Methodological Limitations

The sample used in the dissertation presents some potential biases that should be noted.
The final sample size was 117 management teams which borders on small relative to the number
of hypotheses posited in the theoretical model. In addition to the size of the sample, the
composition of the sample may be called into question. The sample was predominantly
undergraduate students which can be construed as an unrealistic sample given the managerial
nature of the focal phenomenon. However, as shown in the discussion of the results in Chapter
4, there was no significant difference between undergraduates and MBA students in terms of the
measures of the independent variables or in the outcomes as found within the Marketplace
income statements used to measure return on marketing expenditures. Also, the predominantly
undergraduate sample may have been beneficial to the present study in that the sample was less
likely to have had any formal training in creative problem solving or significant business
experience that would have biased the measures of situational awareness. This is particularly
relevant to the entrepreneurial discovery literature which suggests that situational awareness may
be a trait based construct. Thus, the sample’s lack of experience in managerial decision making
supports this notion. Finally, past research into managerial decision making has also used
undergraduates as an acceptable sample (Gundlach and Cadotte 1994).

A second limitation is the use of perceptual measures of management team creative
problem solving. As mentioned in the discussion of results section of this chapter, these
perceptual measures are problematic in that students engaged in the simulation may have inflated
their reported use of these processes based on the desirability of the measures. Students may
have reported that their respective teams used these processes simply because it is believed that

they should be using CPS processes. These perceptual measures are also problematic because it
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may have been difficult for team members to recall what actually occurred in the course of
decision making discussions. The measures of CPS also assume that team members were
present at every team meeting when in reality, it may be that different team members met at
different time to make decisions. In this case, each respondent does not have full knowledge of
discussions that occurred between other team members. Finally, the use of the frequency
oriented scales makes these measures troubling given that no measures of the number of
meetings held per week per team or the length of meetings were included in the questionnaire as
a baseline measure.

The single point-in-time method of data collection is another limitation of the
dissertation. As outlined in the methodology discussion in Chapter 3, the data for the present
study was collected one time following the 5™ decision period. This form of data collection
assumes that high levels of management team situational awareness and management team
agreement in time period 7 were present in 7 -/ and will remain high in periods 7 +1 . In other
words, a static model of the market opportunity recognition mechanisms was tested in the
dissertation which fails to account for change in any of the market opportunity recognition
mechanisms constructs. It is conceivable that the significant changes in the level of one or all of
the market opportunity recognition mechanisms variables could have an effect on the mediating,
and ultimately the dependent variables, in the study (Marinova 2005).

The research context in which the study was carried out represents a fourth limitation of
the study. Using a simulation provides a controlled setting for the investigation of managerial
cognition yet greatly limits the generalizability of the findings. Given the aim of the research,
building a theory of market opportunity recognition mechanisms, the generalizability issue is not
particularly damaging. However, the managerial implications should be taken with caution until
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further investigation of the market opportunity recognition mechanisms constructs can be

conducted in field settings and the findings replicated in more realistic arenas.

Theoretical Limitations

It should be noted that the present study was conducted based on a relatively limited
nomological model. As mentioned in Chapter 2, the market orientation model is more
complicated than simply a theoretical model revolving around interpretation constructs. For
example, the cultural and information sharing aspects of past market orientation models were
omitted in the dissertation. Venturing outside of the market orientation constructs, one would
also find several other market opportunity recognition mechanisms related variables that were
not studied in the dissertation (See suggestions for future research below for a discussion of these
other variables).

In addition to the simplistic nature of the model tested, the types of relationships between
the market opportunity recognition mechanisms constructs represent a theoretical limitation of
the study. Management team situational awareness, management team creative problem solving
and management team agreement were hypothesized to have linear effects on the mediating
variables in the model. However, it is possible that some of these relationships may in fact have
a curvilinear effect on these mediators. The oft studied phenomenon of “group think” would
suggest that too much agreement on strategy and tactics is actually detrimental to good decision
making. Some level of unique perspectives among team members is thought to be helpful in
decision making. Likewise too much time spent on creative problem solving processes may

actually cause the group to over think potential outcomes resulting in sub-optimal decisions.
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Thus, these potential curvilinear effects should be investigate in future studies involving the
market opportunity recognition mechanisms constructs.

These limitations of the current study represent potential areas for future research which
are discussed below. Before moving into this discussion, it should be acknowledged that the
researcher made every effort to insure that the methods used were rigorous and as free from bias

as possible.

SUGGESTIONS FOR FUTURE RESEARCH

A discussion of the avenues of future research which have emerged from the present
study is presented in this section of the chapter. The discussion is broken into two sections. The
first section outlines procedures that can be used to improve future market opportunity
recognition mechanisms studies based on the methodological limitations detailed above. From
the theoretical limitations, the second future research section highlights ways to extend future

research on the market opportunity recognition mechanisms phenomenon.

Research Improvements

Based on the methodological limitations presented above, a number of future research
improvements can be identified. First, future research should address the sampling issues of the
present study. Follow-up studies should seek a more representative sample using managers who
have more experience in managerial decision making. The results of comparisons of
undergraduate and manager samples would provide interesting insights into the impact
experience may have on the market opportunity recognition mechanisms constructs, particularly
situational awareness. The entrepreneurship literature suggests that situational awareness is an

inherent trait in individuals based on cognitive abilities. A comparison of experienced versus
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non-experienced samples may shed some light on this trait-based argument. In addition to a
different sample make up, future studies should seek to increase the sample size such that more
rigorous statistical techniques may be used to evaluate construct measures and to test the
proposed hypotheses.

Employing a longitudinal methodology would also prove insightful in future studies.
Tracking the changes in market opportunity recognition mechanisms variables as opposed to a
single-point in time snapshot would allow researchers to track the dynamics of market
opportunity recognition mechanisms. These changes could be linked to unexplored variables in
hopes of determining antecedents to market opportunity recognition mechanisms changes;
namely those variables that lead to increased levels of market opportunity recognition
mechanisms variables. Also, a longitudinal study would shed light on the potential causal
relationships between the market opportunity recognition mechanisms constructs themselves.
For example, research alludes to the point that high levels of CPS in time period 7"may have
contributed to SitAware in time period 7+1 (Endsley 1995) but to date these potential
longitudinal effects have not be empirically supported. These types of relationships should be
investigated in future market opportunity recognition mechanisms research.

Future research should attempt to improve the measures of management team creative
problem solving. As mentioned in the discussion of the empirical results, the likelihood that
CPS has no effect on the relationship between SitAware and tactical and strategic decisions is
low given past empirical tests of this aspect of the theory. Likewise, the results of the post hoc
tests of the direct relationships of CPS on dependent variables lead the researcher to conclude
that the measurement of CPS was misguided. Future research should strive for behavioral
measures of the CPS processes versus self-reported perceptual measures.
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A final area for research improvements in future studies of market opportunity
recognition mechanisms would be to move the research context to a field setting. Replication of
the current study using managers engaged in real decision making would provide much
improved generalizability to the market opportunity recognition mechanisms theory developed in
the dissertation. The tradeoff would be that control over potentially biasing and confounding
variables would be greatly reduced but this type of research context greatly increases the realism

needed to further validate the market opportunity recognition mechanisms model.

Research Extensions

To address the theoretical shortcomings of the current study, future research should seek
to extend the nomological framework so that a more complete model of market opportunity
recognition mechanisms is developed and tested. For example, the purpose of this dissertation
was to develop a more detailed representation of the interpretation mechanisms necessary to
increase the explanatory power of the market orientation theory. Thus, the market opportunity
recognition mechanisms model developed herein should be combined with the traditional
cultural and information sharing constructs of market orientation in future studies. In other
words, are customer orientation, competitor orientation, and information generation and
dissemination antecedents to the market opportunity recognition mechanisms as depicted in
Figure 1 in Chapter 1?

Outside of the traditional market orientation constructs omitted from the current study,
several other related theoretical perspectives should be investigated in tandem with the market
opportunity recognition mechanisms model. For example, the current study did not account for

the impact of leadership on market opportunity recognition mechanisms. The current study
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assumed equality among team members in terms of the contributions each made to the decision
making tasks. However, if a team had a particularly strong leader who coordinated the efforts of
the other team members then the team as a whole may have had a low SitAware score yet still
achieved high levels of the mediating and dependent variables. This begs the questions, how
does strong leadership affect the market opportunity recognition mechanisms model and how
does leadership change the relationship between market opportunity recognition mechanism and
outcome variables?

Similarly, West (2007) builds on Hayek (1945) by arguing that the knowledge of the
circumstances used in team decision making is highly fragmented among the managers that
comprise the team. In essence, West is arguing for a specialist model of entrepreneurial teams
where each member provides idiosyncratic functional knowledge to the group decision making
process. The present study does not account for this specialist perspective and instead assumes
the opposite. Management team situational awareness was measured as the total number of
questions the team answered correctly. However, the specialist approach would account for the
functional nature of each question positing that the marketing manager should score higher on
the marketing related questions; the manufacturing manager should score higher on questions
related to production and so on. Future research should strive to test the generalist versus
specialist perspectives and the impact these two different typologies have on the market
opportunity recognition mechanisms model.

The affect of management team cognitive style would be an insightful avenue for future
research in addition to the impact of team leadership or level of specialization on the market
opportunity mechanisms. The market opportunity recognition mechanisms model developed and
tested in this dissertation is rooted in situational awareness which is thought to be a cognitive
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ability which is not the same as cognitive style. Entrepreneurship researchers have suggested
that cognitive style is another aspect of entrepreneurial cognition in need of further investigation
(Mitchell et al 2007). According to Kirton (1987), cognitive style is conceptualized as the
approach people bring to problems. Cognitive style is operationalized as a continuum ranging
from adaptive style on one end of the spectrum and innovative style on the other. Future studies
should incorporate this aspect of cognition so that more holistic model of market opportunity
recognition mechanisms can be developed and tested.

A last area ripe for future research relates to the creative problem solving construct of the
market opportunity recognition mechanisms model. Amabile, one of the preeminent scholars on
creativity in business, has identified several key antecedents to creative problem solving
processes (Amabile et al 1996). These antecedents include the perception of available resources,
workload pressures, the challenge of the task, time pressure, autonomy, work group
encouragement for creativity, and organizational impediments to creativity. None of these
antecedents were present in the current study and represent important variables to be included in
future studies of market opportunity recognition mechanisms. Similarly, the effect of training
should be investigated as an antecedent to the market opportunity recognition mechanisms. In
other words, can market opportunity recognition mechanisms be taught or is it truly a trait based

phenomenon which has been assumed to this point in the literature.

CONCLUDING REMARKS

The research goal of this dissertation was to explore more detailed conceptualizations of

the components that make up the interpretation construct emerging in market orientation
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research. By building and testing a model of market opportunity recognition mechanisms this
dissertation contributes to both the market orientation and entrepreneurial discovery research.
The author would also like to acknowledge the impressive body of work in market
orientation and entrepreneurial discovery culminated through the exhaustive efforts of many
intelligent and skillful researchers who have delved into the interpretation phenomenon. It is

from their wisdom that this dissertation was conceived and undertaken.

136



References

137



References

Adams, Marilyn J., Yvette J. Tenney and Richard W. Pew (1995), “Situation Awareness and the
Cognitive Management of Complex Systems,” Human Factors, 37 (1), 85-104.

Aiken, L. S., and S.G. West (1991), Multiple Regression: Testing and Interpreting
Interactions, Newbury Park, London, Sage.

Alvarez, S. A., and J.B. Barney (2002), “Resource-based Theory and the Entrepreneurial Firm,”
in M. A. Hitt, R. D. Ireland, S. M. Camp, and D. L. Sexton (Eds.), Strategic
Entrepreneurship: Creating a New Mindset, Oxford: Blackwell Publishers.

Amabile, Theresa M., Regina Conti, Heather Coon, Jeffrey Lazenby, and Michael Herron

(1996), “Assessing the Work Environment for Creativity,” Academy of Management
Journal, 39 (5), 1154-1184.

Anderson, James C. and David W. Gerbing (1988), “Structural Equation Modeling in Practice: A
Review of the Two-Step Approach,” Psychological Bulletin, 103 (3), 411-423.

Ardichvili, Alexander, Richard Cardozo, and Sourav Ray (2003), “A Theory of Entrepreneurial
Opportunity Identification and Development,” Journal of Business Venturing, 18, 105-
123.

Baker, William E. and James M. Sinkula (1999), “The Synergistic Effect of Market
Orientation and Learning Orientation on Organizational Performance,” Journal of
the Academy of Marketing Science, 27 (4), 411-427.

Barksdale, Hiram C. and Bill Darden (1971), “Marketers’ Attitdues Toward the Marketing
Concept,” Journal of Marketing, 35 (October), 29-36.

Baron, Robert A. (2006), “Opportunity Recognition as Pattern Recognition,” Academy of
Management Perspectives, 20 (1), 104-1109.

--------- and Michael D. Ensley (2006), “Opportunity Recognition as the  Detection of
Meaningful Patterns: Evidence from Comparisons of Novice and Experienced
Entrepreneurs,” Management Science, 52 (9), 1331-1344.

-------- and Thomas B. Ward (2004), “Expanding Entrepreneurial Cognition's Toolbox: Potential

Contributions from the Field of Cognitive Science,” Entrepreneurship Theory and
Practice, 28 (6), 553-573.

138



Baron, R. M., & Kenny, D. A. (1986). The Moderator-Mediator Variable Distinction in Social
Psychological Research: Conceptual, Strategic, and Statistical Considerations. Journal of
Personality and Social Psychology, 51, 1173-1182.

Begley, M. W., and D. P. Boyd (1987) "Psychological Characteristics Associated with
Performance in Entrepreneurial Firms and Small Businesses," Journal of Business
Venturing, 2, 79-93.

Bell, Martin L. and C. William Emory (1971), “The Faltering Marketing Concept,” Journal of
Marketing, 35 (October), 37-42.

Bhave, M. P. (1994), “A Process Model of Entrepreneurial Venture Creation,” Journal of
Business Venturing, 9, 223-242.

Bourgeois, L.J., l1I. (1980), “Performance and consensus,” Strategic Management Journal, 1,
227-248.

Brady, Michael K. and J. Joseph Cronin (2001), “Effects on Customer Service Perceptions and
Outcome Behaviors,” Journal of Services Research, 3 (February), 241-251.

Brehmer, Berndt and Dietrich Dorner (1993), “Experiments with Computer-Simulated
Microworlds: Escaping both the Narrow Straits of the Laboratory and the Deep Blue
Sea of the Field Study,” Computers in Human Behavior, 9, 171-184,

Brockhaus, R. H., Sr. and P. S. Horwitz (1986), "The Psychology of the Entrepreneur," in The
Art and Science of Entrepreneurship, ed. D. L. Sexton and R. W. Smilor, Cambridge:
Ballinger, 2548.

Busenitz, Lowell W. (1996), “Research on Entrepreneurial Alertness: Sampling Measurement
and Theoretical Issues,” Journal of Small Business Management, 35-44.

Cantillon, Richard, 1775, ‘The Circulation and Exchange of Goods and Merchandise ', in H.
Higgs (ed.), Essai sur la Nature du Commerce en Général, London: Macmillan (1931),
Chapter 3.

Carland, James W., Frank Hoy, Willliam R. Boulton, and Jo Ann C. Carland (1984),
“Differentiating Entrepreneurs from Small Business Owners: A Conceptualization,”
The Academy of Management Review, Vol. 9, No. 2, pp. 354-359.

Casson, Mark, (1982), Entrepreneur — An Economic Theory, Martin Robertson: Oxford.

Cherington, Paul T. (1920), The Elements of Marketing. New York: Macmillan.

139



Christensen, Clayton M., Scott D. Anthony and Erik A. Roth, (2004), Seeing What’s Next:
Using the Theories of Innovation to Predict Industry Change, Boston: Harvard
Business School Press.

Churchill, Gilbert A. (1979), “A Paradigm for Developing Better Measures of Marketing
Constructs,” Journal of Marketing Research, 16, (February), 64-73.

Clark, Lee Ann and David Watson (1995), “Constructing Validity: Basic Issues in
Objective Scale Development,” Psychological Assessment, 7 (3), 309-319.

Cohen, Jacob and Paul Cohen (1988), Applied Multiple Regression/Correlation Analysis for the
Behavioral Sciences, Hillsdale, NJ: Erlbaum.

Cooke, Nancy J., Eduardo Salas, Janis A. Canon-Bowers and Rene J. Stout (2000),
“Measuring Team Knowledge,” Human Factors: The Journal of the Human Factors and
Ergonomics Society, 42 (1), 151-173.

Copeland, Melvin T. (1923), Marketing Problems. New York: A.W. Shaw.

Cooper, A., C. Woo and W. Dunkelberg (1988), “Entrepreneurs’ Perceived Chances for
Success,” Journal of Business Venturing, 3, 97-108.

Corbett, Andrew C. (2005), “Experiential Learning within the Process of Opportunity
Identification and Exploitation,” Entrepreneurship Theory and Practice, 29 (4), 473-491.

Covin, J. G., D.P. Slevin, and R.L. Schultz (1994), “Implementing Strategic Missions:
Effective Strategic, Structural and Tactical Choices,” Journal of Management
Studies, 31, 481-505.

Cowan, David A. (1986), “Developing a Process Model of Problem Recognition,”
Academy of Management Review, 11 (4), 763-776.

Creswell, John W. (2003), Research Design, Qualitative, Quantitative, and Mixed Approaches,
Sage Publications, CA.

Csikszentmihalyi, M. (1996), Creativity, New York: Harper Collins.

Cunningham, J. Barton and Joe Kischeron (1991), “Defining Entrepreneurship,” Journal of
Small Business Management, 29 (1), 45-61.

Daft, Richard L. and Karl E. Weick (1984), Toward a Model of Organizations as Interpretation
Systems, Academy of Management Review, 9 (2), 284-295.

Day, George S. (1994), “The Capabilities of Market-Driven Organizations,” Journal of
Marketing, 58 (October), 37-52.

140



--------- and Prakash Nedungadi (1994), “Managerial Representations of Competitive
Advantage,” Journal of Marketing, 58 (April), 31-44.

De Konig, Allison (1999), “Opportunity Formation from a Socio-Cognitive Perspective,” in
UIC/AMA Research Symposium on the Interface of Marketing and Entrepreneurship,
Nice, France.

De Luca, Luigi M. and Kwaku Atuahene-Gima (2007), “Market Knowledge Dimensions and
Cross-Functional Collaboration: Examining the Different Routes to Product
Innovation Performance,” Journal of Marketing, 71 (January), 95-112.

Deshpande, Rohit and John U. Farley (1998), “Measuring Market Orientation: Generalization
and Synthesis,” Journal of Market Focused Management, 2, 213-232.

----- , -—---, and Federick E. Webster (1993), "Corporate Culture, Customer Orientation, and
Innovativeness in Japanese Firms: A Quadrad Analysis," Journal of Marketing, 57
(January), 23-37.

Dess, Gregory G. (1987), “Consensus on Strategy Formulation and Organizational
Performance: Competitors in a Fragmented Industry,” Strategic Management
Journal, 8 (3), 259-277.

--------- , G.T. Lumpkin, and John G. Covin (1997), “Entrepreneurial Strategy Making and
Firm Performance: Tests of Configurational and Contingency Models,” Strategic
Management Journal, 18 (9), 677-695.

DeVellis, Robert F. (1991), Scale Development: Theory and Applications. Newbury Park, CA:
SAGE Publications.

Diamantopoulos, Adamantios and Heide M. Winklhofer (2001), “Index Construction with
Formative Indicators: An Alternative to Scale Development,” Journal of Marketing
Research, 38 (May), 269-277.

Dickinson, John R., James W. Gentry, and Alvin C. Burns (2004), “A Seminal Inventory of
Basic Research Using Business Simulation Games,” Developments in Business

Simulation and Experiential Learning, 31, 345-351.

Dillman, Don A. (2000), “Chapter Four: Constructing the Questionnaires,” in Mail and Internet
Surveys: The Total Design Method, New York: John Wiley & Sons, 79-148.

Drucker, Peter F. (1954), The Practice of Management. New York: Harper and Row.

141



Dutta, Dev K. and Mary M. Crossan (2005), “The Nature of Entrepreneurial Opportunities:
Understanding the Process Using the 41 Organizational Learning Framework,”
Entrepreneurship Theory and Practice, July, 425-449.

Eckhardt, Jonathan T. and Scott A. Shane (2003), “Opportunities and Entrepreneurship,”
Journal of Management, 29 (3), 333-349.

Eisenhardt, Kathleen M. (1989), “Building Theories from Case Study Research,” Academy of
Management Review, 14 (4), 532-550.

Endsley, Mica R. (1995), “Toward a Theory of Situation Awareness in Dynamic Systems,” Human
Factors: The Journal of the Human Factors and Ergonomics Society, 37 (1), 32-64.

-------- (1997), “The Role of Situational Awareness in Naturalistic Decision Making,” in
Caroline E. Zsambo and Gary A. Klein (Eds.), Naturalistic Decision Making,
Mahwah, NJ: Lawrence Erlbaum Associates.

--------- and Daniel J. Garand (2000), Situation Awareness Analysis and ~ Measurement,
Mahwah, NJ: Lawrence Erlbaum Associates.

Farris, Hillary and Russell Revlin (1989), “The Discovery Process: A Counterfactual
Strategy,” Social Studies of Science, 19 (3), 497-513.

Fiske, Susan T. and Patricia W. Linville (1980), “What Does the Schema Concept Buy  Us,”
Personality and Psychology Bulletin, 6 (4), 543-557.

Flint, Daniel J. and John T. Mentzer (1997), “Validity in Logistics Research,” Journal of
Business Logistics,” 18 (1), 199-216.

Fonzo, Nicholas D., Donald A. Hantula, and Prashant Bordia (1998), “Microworlds for
Experiment Research: Having Your (Control and Collection) Cake, and Realism Too,”
Behavior Research Methods, Instruments and Computers, 30 (2), 278-286.

Gaglio, Connie M. (2004), “The Role of Mental Simulation and Counterfactual Thinking in the
Opportunity Identification Process,” Entrepreneurship Theory and Practice, Winter, 533-
552.

Gaglio, Connie M. and Robert Katz (2001), “The Psychological Basis of Opportunity
Identification: Entrepreneurial Alertness,” Small Business Economics, 16, 95-111.

---------- and P. Taub (1992), “Entrepreneurs and Opportunity Recognition,” Frontiers of
Entrepreneurship Research, Wellesley, MA: Babson College, 136-147.

Garson, G. David (2008). "Point Bi-serial Correlation™, from Statnotes: Topics in Multivariate
Analysis. Retrieved 05/2008 from http://www2.chass.ncsu.edu/garson/pa765/statnote.

142



Garver, Michael S. and John T. Mentzer (1999), “Salesperson Logistics Expertise: A Proposed
Contingency Framework,” Journal of Business Logistics, 21 (2), 113-132.

Ginsburg, Ari (1990), “Connecting Diversification to Performance: A Sociocognitive
Approach,” Academy of Management Review, 15 (3), 514-535.

Glazer, Rashi, Joel H. Stoekel, and Russel S. Winer (1987), “Group Process and Decision
Performance in a Simulated Marketing Environment,” Journal of Business
Research, 15, 545-557.

Gonzalez, Cleotide, Polina Vanyukov, and Michael K. Martin (2004), “The Use of
Microworlds to Study Dynamic Decision Making,” Computers in Human Behavior, 21,
273-286.

Gray, Wayne D. (2002), “Simulated Task-Environments: The Role of High-Fidelity
Simulations, Scaled Worlds, Synthetic Environments, and Laboratory Tasks in ~ Basic
and Applied Cognitive Research,” Cognitive Science Quarterly, 2, 205-227.

Guilford, J.P. (1950), “Creativity,” American Psychologist, 5, 444-454.

Gunlach, Gregory T. and Ernest R. Cadotte (1994), “Exchange Interdependence and
Interfirm Interaction: Research in a Simulated Channel Setting,” Journal of
Marketing Research, 31 (4), 516-548.

--------- , Ravi S. Achrol, and John T. Mentzer (1995), “The Structure of Commitment in
Exchange,” Journal of Marketing, 59 (January), 78-92.

Haladyna, Thomas M. (1999), Developing and Validating Multiple-Choice Test Items, Mahwah,
New Jersey, Lawrence Erlbaum Associates.

Harris Lloyd C. (2002), “Measuring Market Orientation: Exploring a Market Oriented
Approach,” Journal of Market Focused Management, 5, 239-251.

-------- and E. Ogbonna (1999), “Developing a Market Oriented Culture: A Critical
Evaluation,” The Journal of Management Studies, 36 (3), 333-345.

Hattie, J. (1985), "Methodology Review: Assessing Unidimensionality of Tests and Items,”
Applied Psychological Measurement, 9, 139-164

Hayek, F. A. (1945), “The Use of Knowledge in Society,” The American Economic
Review, 35 (4), 519-530.

Hills, Gerald E. and Rodney C. Shrader (1998), “Successful Entrepreneurs’ Insights into
Opportunity Recognition,” Frontiers of Entrepreneurship Research, \Wellesley MA:
Babson College, 105-117.

143



Homburg, Christen, H. Krohmer and John Workman (1999), “Strategic Consensus and
Performance the Role of Strategy Type and Market-Related Dynamism,” Strategic
Management Journal, 18 (1), 63-75.

Houston, Franklin S. (1986), “The Marketing Concept; What it is and What it is not,” Journal of
Marketing, 50 (April), 81-87.

Huber, Geroge P. (1991), “Organizational Learning: The Contributing Processes and the
aLiteratures,” Organization Science, 2 (1), 88-115.

Hulbert, Bev, Reva Brown, and Sophie Adams (1997), “Towards An Understanding of
Opportunity,” Marketing Education Review, 7 (3), 67-73.

Hult, Thomas M. and David J. Ketchen Jr. (2001), “Does Market Orientation Matter?: A Test of
the Relationship Between Positional Advantage and Performance,” Strategic
Management Journal, 22, 899-906.

---------- ,----------, and Stanley F. Slater (2005), “Market Orientation and Performance:  An
Integration of Disparate Approaches,” Strategic Management Journal, 26, 1173-1181.

Im, Subin and John P. Workman (2004), “Market Orientation, Creatvity and New Product
Performance in High Technology Firms,” Journal of Marketing, 68 (April), 114-132.

Ioannides, Stavros (1999), “Towards an Austrian Perspective on the Firm,” Review of
Austrian Economics, 11, 77-97.

Jacobson, Robert (1992), “The ‘Austrian’ School of Strategy,” Academy of Management
Review, 17 (4), 782-807.

Jarvis, Cheryl B., Scott B. Mackenzie, and Philip M. Podsakoff (2003), “A Critical Review of
Construct Indicators and Measurement Model Misspecification in Marketing and
Consumer Research,” Journal of Consumer Research, 30 (September), 199-218.

Jaworski, Bernard J. and Ajay K. Kohli (1993), “Market Orientation: Antecedents and
Consequences,” Journal of Marketing, 57 (July), 53-70.

Jollife, lan (1986), Principle Component Analysis, New York: Springer.

Joshi, Maheshkumar, Ravi Kathuria, and Stephen J. Porth (2003), “Alignment of Strategic
Priorities and Performance: an Integration of Operations and Strategic Management
Perspectives,” Journal of Operations Management, 21 (3), 353-369.

Kahneman, Daniel (1995), “Varieties of Counterfactual Thinking,” in N.J. Roese and J.M.
Olsen (Eds.), What Might Have Been: The Social Psychology of Counterfactual
Thinking, Mahwah, NJ: Lawrence Erlbaum Associates.

144



Kaish, Stanley and Benjamin Gilad (1991), “Characteristics of Opportunities Search of
Entrepreneurs Versus Executives: Sources, Interests, General Alertness,” Journal of
Business Venturing, 6, 45-61.

Kao, J. (1989), Entrepreneurship, Creativity and Organization, Englewood Cliffs, NJ:
Prentice-Hall.

Kennedy, Karen N., Jerry R. Goolsby, and Eric J. Arnould (2003), “Implementing a Customer-

Orientation: Extension of Theory and Application,” Journal of Marketing, 67 (October),
67-81.

Kiesler, Sara and Lee Sproull (1982), “Managerial Response to Changing Environments:
Perspectives on Problem Sensing from Social Cognition,” Administrative Science
Quarterly, 27, 548-570.

King, Robert L. (1965), “The Marketing Concept,” Science in Marketing, Schartz, ed., New
York: Wiley and Sons 70-97.

Kirca, Ahmet H., Satish Jayachandran, and William O. Bearden (2005), “Market Orientation: A
Meta-Analytic Review and Assessment of its Antecedents and Impact on
Performance,” Journal of Marketing, 69 (April), 24-41.

Kirton, Michael, “Adaptors and Innovators: a Description and Measure,” Journal of Applied
Psychology, 61(5), p 622-629.

Kirzner, Israel M. (1973), Competition and Entrepreneurship, Chicago, University of Chicago
Press.

-------- . (1997), “Entrepreneurial Discovery and the Competitive Market ~ Process: An Austrian
Approach,” Journal of Economic Literature, 35 (March),  60-85.

-------- (1999), “Creativity and/or Alertness: A Reconsideration of the Schumpeterian
Entrepreneur,” Review of Austrian Economics, 11, 5-17.

Knight, Frank, (1921) Risk, Uncertainty, and Profit, Houghton-Migfflin: Boston.

Kohli, Ajay K. and Bernard J. Jaworski (1990), “Market Orientation: The Construct,
Research Propositions, and Managerial Implication,” Journal of Marketing, 54
(April), 1-18.

Marketing Research, 30 (November), 467-77.

Kotler, Phillip (1972), “A Generic Concept of Marketing,” Journal of Marketing, 36 (April), 46-
54.

145



Lawton, Leigh and A. Parasuraman (1980), “The Impact of the Marketing Concept on New
Product Planning,” Journal of Marketing, 44 (Winter), 19-25.

Levitt, Theodore (1960), "Marketing Myopia," Harvard Business Review, 38 (4), 45-57.

Lincoln, Yvonna S. and Egon G. Guba (1985), Naturalistic Inquiry, Newbury Park, CA: Sage
Publications, 289-331.

Lippman, SA and RP Rummelt (1982), “Uncertain Imitability: An Analysis of Interfirm
Differences in Efficiency under Competition,” Bell Journal of Economics, 13 (2), 418.

Long, Wayne and Wallace E. McMullan (1984), “Mapping the New Venture Opportunity
Identification Process,” in J. A. Hornaday, et al. (Eds.), Frontiers of
Entrepreneurship Research. Wellesley, MA: Babson College, 567-590.

Low, Murray B. (2001), “The Adolescence of Entrepreneurship Research: Specification of
Purpose,” Entrepreneurship Theory and Practice, Summer, 17-25.

Lukas, Brian A. and O. C. Ferrell (2000), “The Effect of Market Orientation on Product
Innovation,” Journal of the Academy of Marketing Science, 28 (2), 239-247.

Lumpkin, G. T. and Benyamin Bergmann Lichtenstein (2005), “The Role of Organizational
Learning in the Opportunity-Recognition Process,” Entrepreneurship Theory and
Practice, July, 451-472.

--------- , Gerald E. Hills, and Rodney C. Shrader (2001), “Opportunity Recognition,” CEAE
White Paper.

Marinova, Detelina (2004), “Actualizing Innovation Effort: The Impact of Market
Knowledge Diffusion in a Dynamic System of Competition,” Journal of Marketing, 69
(July), 1-20.

Mason, Katy and Lloyd C. Harris (2005), “Pitfalls in Evaluating Market Orientation: An
Exploration of Executives’ Interpretation,” Long Range Planning, 38, 373-391.

Matsuno, Ken, John T. Mentzer, and Joseph O. Rentz (2005), “A Conceptual and Empirical
Comparison of Three Market Orientation Scales,” Journal of Business Research, 58,

------------------- , and Aysegul Ozsomer (2002), “The Effects of Entrepreneurial Proclivity and
Market Orlentatlon on Business Performance,” Journal of Marketing, 66 (July), 18-32.

146



McCallum R.C., D.T. Wegener, B.N. Uchino, and L. R. Fabrigar (1993), “The Problem of
Equivalent Models in Applications of Covariance Structure Analysis,” Psychological
Bulletin, 111, 490-504.

McGrath, Joseph E. (1982), “Dilemmatics: The Study of Research Choices and Dilemmas,”
American Behavioral Scientist, 25 (2), 179-210.

McKee, Daryl O., P Rajan Varadarajan, and William M. Pride (1989), "Strategic Adaptability
and Firm Performance: A Market-Contingent Perspective,” Journal of Marketing, 53
(July), 21-35.

McKitterick, John B. (1957), “What is the Marketing Concept,” in the Frontiers of Marketing
Thought and Science, Frank Bass, ed., Chicago: Chicago American Marketing
Association.

McNamara, Carlton P. (1972), “The Present Status of the Marketing Concept,” Journal of
Marketing, 36 (January), 50-57.

Menger, C. 1888. “Zur Theorie des Kapitals. * Reprinted in C. Menger,The Collected Works
of Carl Menger. \Vol. 3. F.A. Hayek, ed. London.

Miller, Danny and Peter H. Friesen (1986), “Porter's (1980) Generic Strategies and
Performance: An Empirical Examination with American Data,” Organizatiol
Studies, 7 (1), 37-55.

Mises, Ludwig Von (1949), Human Action, New Haven, Yale University Press.

Mitchell, Robert J., Paul N. Friga, and Ronald K. Mitchell (2005), “Untangling the Intuition
Mess: Intuition as a Construct in Entrepreneurship Research,” Entrepreneurship Theory
and Practice, 29 (6), 653-679.

Mitchell, Ronald K., Lowell Busenitz, Theresa Lant, Patricia P. McDougall, Eric. A Morse, and
J. Brock Smith (2002), “Toward a Theory of Entrepreneurial Cognition: Rethinking the

People Side of Entrepreneurship Research,” Entrepreneurship Theory and Practice, 27
(2), 93-104.

Mumford, Michael D. (2001), “Something Old, Something New: Revisiting Guilford’s
Conception of Creative Problem Solving,” Creativity Research Journal, 13 (3), 267-276.

--------- ., Roni Reiter-Palmon, and Michael Redmond (1994), “Problem Construction and
Cognition: Applying Problem Representations to lll-Defined Domains,” in Mark A.
Runco (Ed.), Problem Finding, Problem Solving and Creativity, Norwood, NJ: Ablex.

---------- . and Sigrid B. Gustafson (1988), “Creativity Syndrome: Integration, Application, and
Innovation,” Psychological Bulletin, 103 (1), 27-43.

147



--------- , William A. Baughman and Charles E. Sager (2000), “Picking the Right Material:
Cognitive Processing Skills and Their Role in Creative Thought,” In M. A. Runco
(Ed.), Critical, Creative Thought, Cresskill, NJ: Hampton.

--------- , S. J. Zaccaro, F. D. Harding, T. O. Jacobs and E.A Fleishman (2000),  “Leadership
Skills for a Changing World: Solving Complex Social Problems,” Leadership Quarterly,
11, 11-35.

Naman, John L. and Dennis P. Slevin (1993), “Entrepreneurship and the Concept of Fit: A
Model and Empirical Tests,” Strategic Management Journal, 14 (2), 137-153.

Narver, John C. and Stanley F. Slater (1990), “The Effect of Market Orientation on Business
Profitability,” Journal of Marketing, (October), 20-35.

--------- , Stanley F. Slater, and Douglas L. MacLachlan (2004), “Responsive and Proactive
Market Orientation and New-Product Success,” Journal of Product Innovation
Management, 21 (5), 334-347.

Neisser, Ulic (1967), Cognitive Psychology, New York; Appleton-Century-Crofts.
Nunnally, J. (1978), Psychometric Theory, McGraw-Hill, New York, NY.

Nystrom, Paul C. and William H. Starbuck (1984), “To Avoid Organizational Crises,
Unlearn,” Organizational Dynamics, Spring, 53-65.

Olson, Eric M., Stanley F. Slater, and Thomas M. Hult (2005), “The Performance Implications
of Fit among Business Strategy, Marketing Organization Structure, and Strategic
Behavior,” Journal of Marketing, 69 (3), 49-65.

Perkins, David N. (2000), The Eureka Effect: The Art and Logic of Breakthrough Thinking,
Scranton, Pennsylvania: W. W. Norton & Co.

Perry-Smith, Jill E. and Christina E. Shalley (2003), “The Social Side of Creativity: A Static
and Dynamic Social Network Perspective,” Academy of Management Review, 28 (1), 89-
106.

Porter, Michael E. (1980), Competitive strategy. New York: Free Press.

Preacher, K. J., & Hayes, A. F. (2004), “SPSS and SAS Procedures for Estimating Indirect
Effects in Simple Mediation Models,” Behavior Research Methods, Instruments, &
Computers, 36 (4), 717-731.

Redmond, Michael, Michael Mumford and Richard Teach (1993), “Putting Creativity to
Work: Leader Influences on Subordinate Creativity,” Organizational

Behavior and Human Decision Processes, 55, 120-151.
148


http://www.people.ku.edu/~preacher/sobel/preacher_hayes.pdf
http://www.people.ku.edu/~preacher/sobel/preacher_hayes.pdf

Reed, Richard and Robert J. DeFillippi (1990), “Causal Ambiguity, Barriers to Imitation, and
Sustainable Competitive Advantage,” Academy of Management Review, 15 (1), 88-102.

Reiter-Palmon, Roni, Michael D. Mumfor, Jennifer O. Boes, and Mark A. Runco (1997),
“Problem Construction and Creativity: The Role of Ability, Cue Consistency and Active
Processing,” Creativity Research Journal, 10 (1), 9-23.

Ripsas, Sven (1998), “Towards an Interdisciplinary Theory of Entrepreneurship,” Small
Business Economics, 10, 103-115.

Rossiter, John R. (2002), “The C-OAR-SE Procedure for Scale Development in Marketing,”
International Journal of Research in Marketing, 19, 305-335.

Runco, Mark A. and Ivonne Chand (1995), “Cognition and Creativity,” Educational Psychology
Review, 7 (3), 243- 267.

Salas, Eduardo, Carolyn Prince, David P. Baker and Lisa Shrestha (1995), “Situation
Awareness in Team Performance: Implications for Measurement and Training,” Human
Factors, 37 (1), 123-136.

Sarter, Nadine B. and David D. Woods (1991), “Situation Awareness: A Critical but 1l1-Defined
Phenomenon,” International Journal of Aviation Psychology, 1 (1), 45-57.

Say, Jean-Baptiste (1821), A Treatise on Political Economy, Edison New Jersey: Transaction
Publishers.

Schumpeter, Joseph A. (1942), Capitalism, Socialism, and Democracy, New York: Harper Row.

Shane, Scott (2000), “Prior Knowledge and the Discovery of Entrepreneurial
Opportunities,” Organization Science, 11 (4), 448-469.

--------- and S. Venkataraman (2000), “The Promise of Entrepreneurship as a Field of
Research,” Academy of Management Review, 25 (1), 217-226.

Shepherd, Dean A. and Dawn R. DeTienne (2005), “Prior Knowledge, Potential Financial
Reward, and Opportunity Identification,” Entrepreneurship Theory and Practice, 29 (1),
91-112.

Siguaw, Judy A., Gene Brown, and Robert E. Widing 1l (1994), "The Influence of Market
Orientation of the Firm on Sales Force Behavior and Attitudes,” Journal of Marketing
Research, 31 (February), 106-116.

Simonton, D. K. (1998), “Donald Campbell’s Model of the Creative Process: Creativity as

Blind Variation and Selective Retention,” Journal of Creative Behavior, 32, 153
158.

149



Sinkula, James M. (1994), “Market Information Processing and Organizational = Learning,”
Journal of Marketing, 58 (January), 35-45.

Sinkula, James M., William E. Baker, and Thomas Noordewier (1997), “A Framework for
Market-Based Organizational Learning: Linking Values, Knowledge, and Behavior,”
Journal of the Academy of Marketing Science, 25 (4), 305-318.

Slater, Stanley F. and John C. Narver (1995), “Market Orientation and the Learning
Orientation,” Journal of Marketing, 59 (July), 63-74.

Smith, K. G. and Di Gregorio (2002), “Bisociation, Discovery, and the Role of
Entrepreneurial Action,” in M. A. Hitt, R. D. Ireland, S. M. Camp, & D. L. Sexton
(Eds.), Strategic Entrepreneurship: Creating a New Mindset, Oxford: Blackwell
Publishers.

Smith, Kip and P. A. Hancock (1995), “Situation Awareness is Adaptive, Externally
Directed Consciousness,” Human Factors, 37 (1), 137-148.

Stevenson, Howard H. and J. Carlos Jarillo (1990), “A Paradigm of Entreprencurship: ~ Entrepreneurial
Management,” Strategic Management Journal, 11, 17-27.

Strauss, Anselm and Juliet Corbin (1998), Basics of Qualitative Research: Techniques
and Procedures for Developing Grounded Theory. Thousand Oaks, CA: Sage
Publications, Inc.

Tedeschi, James T., Barry Schlenker, and Thomas Bonoma (1973), Conflict, Power, and Games.
Chicago: Aldine.

Thayer, L. (1988), “Leadership / Communication: A Critical Review and Modest Proposal,” in
Goldhaber G.M. and G. A. Barnett (eds), Handbook of Organizational
Communication, Northwood, NJ, Ablex.

Van de Ven, Andrew H. and Robert Drazin (1985), “The Concept of Fit in Contingency
Theory," in Larry L. Cummings and Barry M. Staw, (eds.) Research in
Organizational Behavior, Greenwich, CT: JAI Press.

Varma, Seema (2007), “Preliminary Item Statistics Using Point-Biserial Correlations and P-
Values,” Educational Data Systems: Morgan Hill, CA.

Venkatraman, N. and John E. Prescott (1990), “Environment-Strategy Coalignment: An

Empirical Test of Its Performance Implications,” Strategic Management Journal, 11 (1),
1-23.

150



Venkataraman, S. (1997), “The Distinctive Domain of Entrepreneurship Research: An
Editor's Perspective,” in J. Katz R. Brockhaus (EdS.), Advances in Entrepreneurship,
Firm Emergence, and Growth, vol. 3:119-138. Greenwich, CT: JAI Press.

Vorhies, Douglas W. and Neil A. Morgan (2003), “A Configuration Theory Assessment of
Marketing Organization Fit with Business Strategy and its Relationship with Marketing
Performance,” Journal of Marketing, 67 (January), 100-115.

Walker, Orville C.and Robert W. Ruekert (1987), "Marketing's Role in the Implementation of
Business Strategies: A Critical Review and Conceptual Framework," Journal of
Marketing, 51 (July), 15-33.

Walras, Leon, (1877), Elements of pure economics, Trad. W. Jaffé (1957).

Ward, Thomas B. (2004), “Cognition, Creativity, and Entrepreneurship,” Journal of
Business Venturing, 19, 173-188.

Weld, Louis D.H. (1916), The Marketing of Farm Products. New York: Macmillan.

West, Page, G. (2007), “Collective Cognition: When Entrepreneurial Teams, Not Individuals,
Make Decisions,” Entrepreneurship Theory and Practice, January, 77-102.

--------- Meyer, G.D. (1998), “To Agree or Not to Agree: Consensus and Performance  in New
Ventures,” Journal of Business Venturing, 13(5), 395-422.

Winter, S. G. (1987), The Competitive Challenge, Cambridge, MA: Ballinger.

Wright, Peter (1987), “A Refinement of Porter's Strategies,” Strategic Management
Journal, 8 (1), 93-101.

Yu, Tony F. (2001), “Entrepreneurial Alertness and Discovery,” The Review of Austrian
Economics, 14 (1), 47-6.

151



Appendices

152



Appendix A: Qualitative Interview Information

153



Appendix A-1: Descriptions of Interview Participants

Name Details
Dave Director of Engineering; 40 years experience; Working on a line extension
in response to competitors offering; Industrial equipment manufacturer
Bruce Chief Operating Office; 6 years of experience; Working on a new to the
world technology in the early stages of product launch; Tele-Com
equipment company
Tom Founder and President; 28 years of experience; Started a software firm that
develops and markets special effects graphical software;

Malcolm | Direct of Engineering and R&D; 20 years of experience; Working on a
new to the world product in response to major client request; Industrial
equipment manufacturer

Chris Director of Innovation and R&D; 20 years of experience; Working on new

to the firm products by leveraging existing technologies as well as
technologies prevalent on other industries. Pet safety manufacturing firm.
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Appendix A-2: Qualitative Interviews;
Interview Guide

1. Tell me what the term “opportunity” means to you?

2. Tell me about a recently discovered opportunity for your firm where you have had
direct involvement?

3. Tell me how the opportunity was discovered?

4. What were the processes involved in evaluating the opportunity?

5. Are there any formal processes for identifying and evaluating opportunities here at
XYZ Corporation?

6. What are some of the informal processes that help in identifying and evaluating
opportunities at XYZ Corporation?

7. How does XYZ Corporation insure that employees are aware of what is going on in

the marketplace?

*** Most of these questions will be expanded upon as participants cite specific examples.

“Please tell me more about that” will be the common question used to dig deeper into

participant answers.
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Appendix A-3: Trustworthiness of Qualitative Study: Interpretive Criteria

Trustworthiness Criteria

Method of Assessment of Criteria Used in this Study

Credibility

Extent to which the results appear to
be acceptable representations of the
data

1-page summary of initial interpretations was provided
to two of the participants for feedback. Comments
from participants helped to refine some of the themes
and dimensions.

Transferability

Extent to which the findings from
one study in one context will apply
to other contexts

The coding process sought to look for connections
between the interview data such that common themes
and dimensions were identified regardless of
idiosyncratic contexts.

Dependability

Extent to which the findings are
unique to time and place; the
stability or consistency of
explanations

Participants reflected on many experiences covering
recent events as well as long past events.

Common interview guide was used for all interviews
Again, consistency in themes and dimensions was
found across participants' reflections of opportunity
recognition.

Confirmability

Extent to which interpretations are
the result of the participants and
the phenomenon as opposed to
researcher biases

Two interview participants gave feedback regarding
themes and dimensions formulated by the researcher.
This criterion needs further assessment as no outside
researcher has reviewed the coding scheme used to
develop themes and dimensions.

Integrity

Extent to which interpretations are
influenced by misinformation or
evasions by participants

Interviews were conducted using an open-ended
question format that allowed the participants to discuss
anything they felt relevant to the domain of
opportunity recognition.

Interview data seems free of evasiveness or that the
participants were not at liberty to disclose information
relating to opportunity recognition within their
respective firms.

Fit
Extent to which findings fit with the
substantive area under investigation.

Researcher attempted to actively listen to the interview
participant’s comments and follow up, clarifying
questions were asked to confirm that the interviewee
was reflecting on opportunities as related to the study.

Understanding

Extent to which participants buy into
results as possible representations of
their worlds.

Executive summary of findings presented to two
participants who provided additional feedback and
clarification related to the themes and dimensions
identified in the study.
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Appendix B: Pre-test Item Pool
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Appendix B-1: List of Divergent Thinking Processes Items

Final
Survey
Divergent Processes Pre-test C | Pre-test D (Item #)
asked “what-if” questions about the marketplace. X
discussed how our strengths could be used to build competitive
advantages X X
developed different combinations of possible features for our products X X
asked ourselves if we have considered all options for solving
problems X
listed our company’s weaknesses relative to the market X X
tried to understand the relationship between new products and
manufacturing decisions X
analyzed the reasons behind past performance of various competitors X
drew pictures or diagrams to help us understand the relationship
between two unique functional areas. X X
listed our company’s strengths relative to the market X
developed a list of ways we could attack gaps in the marketplace X X X(DV9)
talked about how a change in one person’s area impacts another
person’s area X
analyzed different combinations of brands to produce and market X X X (DV1)
challenged each other's assumptions about the market X X X (DV13)
analyzed our team's position in the market from multiple perspectives X
used examples of tactics from real companies in coming up with
possible moves in our market X X X (DV7)
created very detailed scenarios of how a new product would impact
the market X
focused on the same problems over and over X
developed different scenarios of how the market place might change
in future quarters X
reevaluated our assumptions when we are confused about events in
the market X
thinking through many different strategic options based on where we
were positioned in the marketplace X
developing different combinations of possible features for our
advertisements X
played devil's advocate trying to find flaws in our own plans X X X (DV11)
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Appendix B-1: List of Divergent Thinking Processes Items (Cont.)

thinking about the ways we could attack new market segments XX

having conversations that led to “ah ha” moments; those times when figuring out how to move

forward suddenly made sense. X

thinking through how advertisements and product features might work together X

trying to figure out how new technologies might boost our products X | X

imagined how copying competitors would change our market position X | X | X(DV3)
discussed how our weaknesses were holding us back X | X
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Appendix B-2: List of Convergent Thinking Processes Items

Pre-test

Pre-

Convergent Processes C |testD Final Survey (Item #)
analyzed multiple pro-forma accounting scenarios as a way
of picking the best option for moving forward X X
analyzed the likelihood that our ideas would actually work | X X X (CV1)
tried to determine if our firm has the resources necessary to
act on the idea X X X (CV2)
tried to determine if a potential decision will help us reach
our goals. X X X (CV3)
determining the financial impact of our decision options X
thinking about how much our ideas would cost the
company X
trying to figure out how to work around any financial
constraints our firm might have had X
thinking through the impact our ideas would have on
manufacturing X
only thinking about the revenue our ideas would generate
for the firm X
only thinking about the profits our ideas would generate for
the firm X
trying to figure out which one of our ideas seemed the
most logical X
thinking through what would happen if WE DID NOT
make changes to our products, prices or ads. X
coming up with multiple measures of success X
used different financial scenarios to gauge the impact of
different ideas on our performance X X X (CV4)
tried to determine how potential decisions might impact our
balanced score card performance X X X (CV5)
evaluated each other's decisions in regardless of our own
respective functional areas X X X (CV 6)
used the amount of revenue a decision would generate as a
the main way of evaluating ideas X X
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Appendix B-3: Table of Teams Used to Build Strategic Type Profiles

Strateqgic Type

Quantity in Pre-test D Data Set

Broad Differentiators

30

Broad Cost-Leaders 25
Narrow Differentiators 22
Narrow Cost-Leaders 23
Hybrid 15
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Appendix B-4: Tactical Alignment Ideal Profile Dimensions and Averages by Strategic
Type

Top Broad Price

Leaders Average Broad Narrow Diff Narrow Price
Average Diff Leaders Hybrid Average Leaders Leaders
# of Brands
for Sale
Q6 4 3 4 4 2
Q7 3 3 5 5 3
Q8 4 4 6 6 3
Brand
Updates
(Number of
new
brands)
Q6 3 2 3 2 1
Q7 2 2 2 2 1
Q8 1 3 3 1 1
# of R&D
Features in
Brands
Q6 2 2 2 1 1
Q7 3 3 4 2 2
Q8 3 6 5 3 3
Short Term
Debt Ratio:
Q6 11.65 35.20 42.8 0 13.3
Q7 19.82 29.27 40.83 46.16 4.8
Q8 18.48 34.93 35.76 36.2 0
Sales
Offices:
Q6 7 10 7 6 5
Q7 9 12 10 9 7
Q8 14 15 13 12 11
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Appendix B-4: Tactical Alignment Ideal Profile Dimensions and Averages by Strategic

Type (Continued)
Top Broad
Price
Leaders Average Broad Hybrid Narrow Diff Narrow Price
Average Diff Leaders Average Leaders Leaders
Sales Reps:
Q6 55 89 88 53 46
Q7 85 143 130 91 60
Q8 161 230 221 143 109
Amount
spent on
Quality
Q6 $527,000 $624,152 $702,597 $528,852 $335,113
Q7 $673,000 $809,841 $890,364 $799,537 $573,039
Q8 $826,000 $919,652 $1,024,068 $761,697 $605,949
Amount
spent on
Changeover
Q6 $487,500 $275,000 $275,000 $383,333 $66,667
Q7 $475,000 $475,000 $400,000 $375,000 $516,667
Q8 $575,000 $400,000 $375,000 $381,667 $233,333
Plant
Capacity
Q6 125 131 200 125 133
Q7 206 275 294 183 133
Q8 381 456 444 283 233
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Appendix B-5: Details of Strategy-to-Market Fit Calculations

* Strategy-to-market fit was calculated by assessing the fit between the strategy a team pursued through quarters 6-8
and the ideal strategy they should have pursued given the firm’s strengths and weaknesses coming out of Q5. Thus,
an ideal strategy had to be determined by the researcher. To make the determination, a heuristic was used that was
based on a firm’s relative market position in terms of resources, marketing capabilities and manufacturing
capabilities. Relative position was determined based on the firm’s calculation relative to the industry average of
each respective characteristic mentioned above. The actual heuristic is found in the following appendix. Below is

how each of these respective metrics was calculated for each team.

Resources:
(D Rjes=FRjgst LAjos
Where:
R = firm’s total available resources
FR = firm’s available financial resources
LA = firm’s leverageable assets

j=firm 1, firm 2, firm 3...firm n

(2) FRjqs = Cjqs + Djos
Where:

FR = firm’s available financial resources
C = firm’s ending cash balance
D = firm’s total debt capacity

j=firm 1, firm 2, firm 3...firm n
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Appendix B-5: Details of Strategy-to-Market Fit Calculations (Cont.)

(3) LAjqs =MCjqs * SOjqs * WCj s * RDF s
Where:
MC = firm’s available manufacturing capacity
SO = firm’s operational sales offices
WC = firm’s operational web-sales centers
RDF = firm’s available R&D technologies

j=firm 1, firm 2, firm 3...firm n

Marketing Capability (Generated by Marketplace software package):
Market Appeal in segment i =
(highest brand judgment in segment i /100
X price judgment for brand with the highest brand judgment/100
x reliability judgment/100
x advertising appeal in segment i
x proportion of all sales people in segment i)

X 100

Manufacturing Capability:

Manufacturing Capability = Average Cost of Goods Sold
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Appendix B-5: Details of Strategy-to-Market Fit Calculations (Cont.)

Categorization Heuristic for Decision-Tree Heuristic below:

Resources

IF... Then Category
Firm j resources = +/- 10% of industry average Average
Firm j resources < 90% of industry average Low
Firm j resources > 110% of industry average High
Marketing Capability

IF... Then Category
Firm j marketing appeal < industry average Low
Firm j marketing appeal > industry average High
Manufacturing Capability

IF... Then Category
Firm j manufacturing capability > industry average Low
Firm j manufacturing capability < industry average High
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Appendix B-6:

Ideal Strategy Based on Market Position Decision Tree Heuristic

Ideal Strategy Heuristic

& | IF...

&

IF...

THEN

Ideal Strategy

Manufacturing

Resources are Market Appeal is Capability is

Low Low High Narrow Cost Leadership
Manufacturing

Resources are Market Appeal is Capability is

Low Low Low Narrow Cost Leadership
Manufacturing

Resources are Market Appeal is Capability is

Low High Low Narrow Differentiator
Manufacturing

Resources are Market Appeal is Capability is

Average Low High Broad Cost Leadership
Manufacturing

Resources are Market Appeal is Capability is

Average Low Low Broad Cost Leadership
Manufacturing

Resources are Market Appeal is Capability is

Average High Low Broad Differentiator
Manufacturing

Resources are Market Appeal is Capability is Broad Cost Leadership /

Average High High Differentiator
Manufacturing

Resources are Market Appeal is Capability is

High Low High Hybrid
Manufacturing

Resources are Market Appeal is Capability is

High Low Low Hybrid
Manufacturing

Resources are Market Appeal is Capability is

High High Low Hybrid
Manufacturing

Resources are Market Appeal is Capability is

High High High Hybrid
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Appendix B-7: ANOVA of Pre-test Strategy-to-Market Fit Heuristic

Descriptives

ROME
95% Confidence Interval for
Mean
N Mean Std. Deviation | Std. Error | Lower Bound | Upper Bound | Minimum | Maximum
0 51 3.3513 .76880 12311 3.1021 3.6005 1.52 5.03
1 64 4.0017 1.36116 .16883 3.6644 4.3390 1.73 7.79
Total 115 3.7578 1.21218 .11886 3.5221 3.9935 1.52 7.79
ANOVA
ROME
Sum of Squares df Mean Square F Sig.

Between Groups 10.311 1 10.311 7.457 .007

Within Groups 141.036 115 1.383

Total 151.347 115
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Appendix C: Final Study Information
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Appendix C-1: Descriptive Statistics for Managerial Team Creative Problem Solving (CPS)

Final Measures

Descriptive Statistics

Std.
N Minimum|Maximum| Mean Deviation [Variance Skewness Kurtosis
Std. Std.

Statistic | Statistic | Statistic | Statistic| Statistic | Statistic | Statistic| Error | Statistic| Error
DV_1# 552 1.00 5.00] 3.5305 1.11989 1.254 -.387 .116 -.554 231
DV_3# 552 1.00 5.00( 3.7810 1.12334 1.262 -.782 116 -114 231
DV_13# 552 1.00 5.00] 3.4989 1.03857 1.079 -.332 116 -.454 231
Dv_11# 552 1.00 5.00] 3.3318 1.15165 1.326 -.174 .116 -.875 .231
DV_7# 552 1.00 5.00|] 2.3995 1.35229( 1.829 592 116 -.913 231
DV_9# 552 1.00 5.00( 3.7607 1.03408( 1.069 -.680 116 -121 231
CV_1# 552 1.00 5.00( 4.0339 .89049 .793 -.935 116 .889 231
CV_2# 552 1.00 5.00( 4.0203 .93307 871 -.729 116 -.088 231
CV_3# 552 1.00 5.00( 4.0361 .90926 .827 =779 116 135 231
CV_4# 552 1.00 5.00|] 3.7472 1.04609 1.094 -.492 .116 -.512 231
CV_5# 552 1.00 5.00( 3.6800 1.09123( 1.103 -.519 116 -513 231
CV_6# 552 1.00 5.00( 3.8668 1.01698( 1.034 -.586 116 -431 231
Valid N
(listwise) o5
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Appendix C-2: Factor Analysis and Reliability Analysis for CPS Measures

Total Variance Explained

Extraction Sums of Squared

Rotation Sums of Squared

Initial Eigenvalues Loadings Loadings

% of Cumulative % of Cumulative % of Cumulative
Component] Total | Variance % Total Variance % Total Variance %
1 3.615 32.865 32.865 3.615 32.865 32.865| 2.847 25.881 25.881
2 1.690 15.361 48.226 1.690 15.361 48.226| 2.458 22.346 48.226
3 .881 8.012 56.238
4 74 7.033 63.272
5 .743 6.757 70.029
6 .668 6.074 76.103
7 .612 5.561 81.664
8 .586 5.331 86.995
9 .536 4.877 91.872
10 .486 4.415 96.287
11 .408 3.713 100.000

Extraction Method: Principal Component

Analysis.
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Appendix C-2: Factor Analysis and Reliability Analysis for CPS Measures (Cont.)

Rotated Component Matrix®

Component
2
Dv7 .730 .087
DVl .706 .203]
Dv3 .691 .070
Dv11 674 .074
DV13 .642 215
DV10 .607 .097
Cv3 197 .733]
CV2 115 .696
Cv4 210} 679
Cvi .052 675
CV6 .060] .636
CV5 .092 .609]

Extraction Method: Principal Component

Analysis.

Rotation Method: Varimax with Kaiser

Normalization.

a. Rotation converged in 3 iterations.
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Appendix C-2: Factor Analysis and Reliability Analysis for CPS Measures (Cont.)

Reliability
Case Processing Summary
N %
Cases Valid 552 100.0
Excluded? 0 0.0
Total 552 100.0

a. Listwise deletion based on all variables in the

procedure.
Reliability Statistics
Cronbach's Alpha
Based on
Standardized
Cronbach's Alpha Items N of Items
772 .793 12
Inter-ltem Correlation Matrix
Dv1| DV3 | DV7 |DV10|DV11|DV13| CV1 | CV2 | CV3 [ CV4 | CV5 | CV6

DV1 |1.000] .401] .434| .380| .340| .413| .244| .138( .117| .095| .218] .222
DV3 | .401]1.000] .387| .366| .514| .341| .233| .252( .138| .142| .294| .176
DV7 | .434] .387]|1.000[ .385| .311| .314| .184| .200| .143] .071| .144] .240]
DV10] .380] .366] .385(1.000| .382| .271| .144| .128( .061| .164| .232] .321
DV11| .340] .514] .311| .382|1.000| .266| .291| .160( .162| .185| .231] .152
DV13| .413] .341] .314| .271| .2661.000| .200| .106( .156| .125| .156] .247
CV1 | .244] .233| .184| .144] .291| .200|1.000{ .427| .398| .368( .417| .314
CVv2 | .138] .25