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Dimensions of Dynamic Marketing Capability and Export Performance

Abstract

This paper introduces a new conceptual framework that we developed to support export managers’

efforts for enhanced performance within the current extremely complex global business
environment. This framework focuses on four key dimensions of Dynamic Marketing Capability
(DMC) in the context of export performance. These capabilities are: ambidextrous marketing
orientation (AMO); customer relationship management (CRMC); brand management (BMC); and
new product development (NPDC). Our paper postuldiet a firm’s DMC may reflect
complementary power, when its higher-level Marketing Capabilities (MCs) bundle together to
detect essential needs of distributing channel members, action plans of competitors and satisfaction
of market demand. In doing so the paper explores the contribution of competitive hybrid strategy
as a mediator and environmental responsiveness as a moderator, in explaining the relationship
between DMC and export performance. Our work contributes in revisiting key dimensions o
DMC and integrating them into a new conceptual framework. Our paper contributes in knowledge
management literature by considering the DC view to complement capabilities of knowledge
management by following reconfiguration and deployment in cross-functional business units. This
research advances both the knowledge-based view and the resource-based view evolving into a
solid foundation of DMC constructs. The integration of these high ordered capabilities extends
the DMC literature in exporting and provides exports managers with a useful tool to navigate their

decisions.

Keywords: Dynamic Marketing Capabilities; Export performance; Ambidextrous market
orientation; Customer relationship management capability; Brand management capability; New
product development capability.



Introduction

Success in the highly competitive and vibrant international business arena requires, among other,
mastery in developing and deploying marketing capabilities and strategies that can adelggss fo
customers’ needs in the international market more effectively than rivals. International business
theorists (Tan & Sousa, 2015) suggest that an exporter should create, extend or modify marketing
capabilities those are required for international activates. Based on this assumption, an area of
research interest for academics and policy makers is identifying the determinants to leverage the
competitive advantage and better export performance (Krasnikov & Jayachandran, 2008; Villar,
Alegre, & Pla-Barber, 2014). To begin with, attainment of competitive advantage is inextricably
linked with the possession of a wetticulated competitive strategy (Porter, 2008), since a firm’s
competitive strategy can compensate the liability of foreignness at the time of its
internationalization process (Haapanen, Juntunen, & Juntunen, 2016). Moreover, the vibrant
nature of international markets prompts organizations to reconfigure their marketing capabilities

so that they can deliver the required customers’ value proposition.

The aim of the paper is to develop a conceptual framework that explains the dimensions of dynamic
marketing capabilities (DMC), the role of DMC in explaining export performance, and the
mediating role of hybrid competitive strategy and moderating role of environmental
responsiveness in explaining the DMC-export performance relationship. This paper seeks to make

the following contributions to #above-mentioned quest.

First, our paper contributes in knowledge management literature by considering the DC view to
complement capabilities of knowledge management by following reconfiguration and deployment
in crossfunctional business units. To enhance performance, the organization’s higher-level
marketing capabilities must have complementary power so that in cross-functional units one
capability can strengthen the influence of another capability. Taking into account the view of
complementary capability, our paper asserts that knowledge-management capabilities can be
viewed as complementary capabilities in the course of interaction among a set of higher-level

marketing capabilities within cross-functional business units.

Second, this paper contributes by resolving existing theoretical deficiencies through capturing core
higher order capabilities that enable firms to develop dynamic marketing capability (DMC). This



paper conceptualizes DMC as a unique dynamic capability aligned with dynamic capaiglities

and proposes how DMC could improve export performance.

Third, our paper seeks to rectify the limitations of the extant studies on DMC in export
performance by identifying different types of marketing capabilities. Several stwidiged the
concept of lower-level/lower-level MCs (i.e. specialized marketing capabilities) within the
theoretical framework of D@Morgan et al., 2018; Sok, O’Cass, & Sok, 2013). Nonetheless,
scholars (Merrilees et al., 2011) have criticized the adequacy of lower-level MCs within adverse
business environments. In relation to the criticism of MCs, marketing strategists (Morgan, 2012)
proposed that in to tackle the turbulent market environment, a firm should possess higher-level
MCs marketing capabilities in ways that fit into a rapidly changing market by modifying
knowledge management processes repeatedly. Following the concept of higher order marketing
capabilities that have been carried out by Morgan, (2012) and Barrales-Molina, et al. (2013), this
research advances their views and evolves a solid foundation of DMC constructs comprising four
higher order marketing capabilities: ambidextrous market orientation (AMO), customer
relationship management capability (CRMC), brand management capability (BMC) and new

product development capability (NPDC).

Fourth, previous studies did not explored role of competitive hybrid strategy in explaining the link
between DMC and export performance. We elicit attention to competitive hybrid strategy, which
mediates the relationship between DMC and export performance. We illustrate the further
contribution of DMC and export performance by the instrument this study provides export

managers in strategic marketing decision-making.

Finally, this paper seeks to shed some light on describing the moderating role of environmental
responsiveness in explaining the relationship between DMC and export performance. While
several attempts have showed the moderation roles of market turbulence as external environmental
determinant in dynamic capability and market orientation-performance interface (Boso, Cadogan,
& Story, 2012; Zhang & Duan, 2010), some reports provided more controversial findings on
market orientation-performance relationships (Raju, Lonial, & Crum, 2011). The derivation of
DMC may be contingent on market turbulence that leads exporters to adopt distinct types of
competitive strategies such as competitive hybrid strategy. Nevertheless, little is known about the
association between market turbulence in adopting DMC and designing competitive strategy. Our
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paper, thereby, addresses gap in marketing research by critically examining a viable potential

moderator of market turbulence in the relationship between DMC and export performance.

We begin by outlining the theoretical framework of resource based theory and dynamic capability
theory. Following this we establish our conceptual framework by bringing together critical
dimensions of Dynamic Marketing Capability and by postulating the mediating and maderatio
role of competitive strategy and environmental responsiveness respectively. We conclude our
paper by considering the implications of our conceptual framework for theory and practice and

outline useful directions for testing our framework.
Resource Based Theory

The resource based theory (RBT from here onwavds first popularized by the notable economic
study of Penrose (1959), who wrotan'brganization may achieve superior performance not only
because it is endowed with better resources but also because it is better able to use th@se.resourc
The RBT paradigm has received significant attention in management literature (Iddy and Alon,
2019; Rothberg and Erickson, 2017). The RBT theory has been used to explore various topics such
as knowledge transfer (Ahammad, Tarba, Liu and Glaister, 2016; Reus, Lamont, & Ellis, 2016)
and firm performance (e.g. Santoro, Thrassou, Bresciani, Del Giudice, 2019). Recently, the
application of RBT has increased by 500% in marketing strategy literature (Kozlenkova, Samaha,
& Palmatier, 2013).

Marketing scholars have drawn attention to RBT and argued that an organization’s competitive
advantage is contingent upon its adequate utilization of resources and capabilities (Barney, 2014;
Haapanen et al., 201Bfartin-de Castro, Lopez-Saez, and Delgado-Verde, 2011). Similarly, other
marketing studies were concerned with identifying resources and capabilities requirements within
organizational processes to support the formulation of marketing (Santos-Vijande, del Rio-Lanza,
Suéarez-Alvarez, & Diaz-Martin, 2013). It infers that one fundamental aim of RBT is to understand
how organizations can sustain their profits in the long term by utilizing their resources and
capabilities (Haapanen, Juntunen, & Juntunen, 2016). In the recent past, marketing studies widely
used the RBT paradigm to explain their conceptual model, nonetheless, scholars since the 1990s
have recognized one major drawback of RBT. Most especially, critics have mentioned that the

RBT is inadequate to explain the mechanism by which resources and capabilities are deployed



within a highly uncertain market environment to achieve competitive advantage (Priem & Butler,
2001).

Knowledge based view and knowledge management has received increased attention in recent
literature (e.g. Grigoriou & Rothaermel, 2017; Kim & Anand, 2018; Kuo, Wu, & Lin, 2019; Zhu,
2017; Moellers, Visini, & Haldimann, 2020; Hohberger, Kruger, & Almeida, 2020; Marino,
Mudambi, Perri, & Scalera, 2020). International business theorists demonstrated that marketing
capabilities requirement for home market operation are not sufficient in cross-border operation
process, and rarely a firm can transfer highly specific knowledge management capabilities from
one functional business units to another (Murray, Gao, & Kotabe, 2011). Thus, international
organizations, may not achieve superior performance unless they emspagsiocess of
capabilities-reconfiguration (Kozlenkova et al., 2013). Thus, an international organization should
possess an exclusive mechanism that facilitates the modification of resources and capabilities in a
repeated manner so that the organization can protect itself from adverse market movements. With
this aim, and to correct the major limitations of RBT, Teece et al. (1997b) introduced the term
‘dynamic capability’ (DC from here onwards) stressing the importance of reconfiguring
capabilities in achieving competitive advantage in markets of high-level market uncertainty. Other
scholars (Eisenhardt & Martin, 2000) showed that the concept of DC falldegendent path of
arepeated pattern that enables the organization to alter resources and capabilitistematisy

manner in pursuit of adjusting to the changing market environment.

DC researchers (Menguc & Auh, 2006; Teece, Pisano, & Shuen, 1997a) have argued that an
organization should arrange higher-level capabilities in such a way as to reflect complementary
effects and enhance the DC development process. Complementary capabilities can be defined as
organizational processes that bring synergistic results when a capability is used collectively with
other operational capabilities (Wang & Hsu, 2018). When an organization bundles together
multiple resources and capabilities, the total effect of these complementary capabilities improves
the competitive value of organizational processes, and that sharply influences dynamic capability
development processes (Feng, Morgan, & Rego, 2017; O'Cass & Sok, 2012). This implies that to
realize DC shtegy, a firm’s micro foundation requires complex coordination among the set of
higher-level organizational capabilities within cross-functional business processes (Najafi-Tavani,

Sharifi, & Najafi-Tavani, 2016). Next, we review marketing capabilities.



Types of Marketing Capabilities

In export market contexts, the application of resources and capabilities can be improved by
emphasizing dynamic capability view (Li et al., 2016). International business theorist
demonstrated that market environment with high unceytagguire a stronger focus on marketing
capabilities, because superior customer value can be delivered only through the dynamism of
market knowledge management processes (Weerawardena, Mort, Liesch, & Knight, 2007). The
term “marketing capability” (MC from here onwards) has been treated as the market-knowledge
management process within different organizational levels, comprising integration of lower-level
and higher-level knowledgfr enhancing an organization’s marketing value (Morgan, Feng, &
Whitler, 2018).

An earlier marketing study (Day, 1994) highlighted three types of MCs, which included 'outside-

in capabilities' (i.e. the organization’s competency in intelligence generating, identifying
distribution channels and new technology requirements), ‘inside-out capabilities' (i.e. the
organization’s internal capacity to match market requirements), and 'spanning capabilities' (i.e. the
organization’s potentiality to reflect complementary effects among capabilities, which includes
outside-in capabilities complementary with inside-out capabilities). The role of spanning
capabilities is to combaminside-out capabilities together with outside-in cap abilities to identify

and satisfy customers' articulated needs rather than to focus on unexpressed needs. A limitation of
Day's (1994) MCs classification is that it overlooks higher-level knowledge management
capabilities, such as brand management capability, which is essential for an organization to

enhance customers' value proposition.

The function of specialized marketing capabilities is similar to spanning capability approach of
Day (1994). In particular, specialized marketing activities are recognized as lower-levetingark
functions that create challenges for exporters to fulfill the needs of the customers within adverse
export market environments. Marketing strategists Maltz and Kohli (1996)edant that an
organization's expertise to achieve competitive advantage lies in its knowledge-absorption
capacity and ability to transfer knowledge across its functional units. The ability to accumulate
knowledge is contingent on the viability of organization’s internal mechanisms (Zahra & George,

2002), where cross-functional capability is treated as an influential internal mechanism. This

shows the organization can systematically execute its knowledge transfer through cross-functional
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business processes. Marketing literature stressed the importance diunotiesral marketing
capabilities. However, various marketing scholars have reported that organizations often
experience difficulties in transferring knowledge-based resources across their cross-functional
business units (Luo et al., 2006). For example, in 1990s Hewlett-Packard (i.e. electronic items
manufacturer) experienced difficulties in its accumulated knowledge flow between its customer
relations department and its new product development unit (Fisher et al., 1997). Unlike its close
rivals, HP was unable to capture the global laptop market due to its inability to comprehend
customers’ unexpressed needs. The transfer of market knowledge across underlying business units

is a complex process that if successfully, generates better organizational performance (Griffin and
Hauser, 1992).

Marketing scholars considered the DC view to complement capabilities of knowledge management
by following reconfiguration and deployment in cross-functional business units. To enhance
performancethe organization’s higher-level marketing capabilities must have complementary
power so that in cross-functional units one capability can strengthen the influence of another
capability. Taking into account the view of complementary capability, this study asserts that
knowledge-management capabilities can be viewed as complementary capabilities in the course
of interaction among a set of higher-level marketing capabilities within cross-functional business

units.

We present DC by using a list of crucial marketing capabilities within cross-functional business
processes. (Morgan, 2012). Table 1 presents marketing capabilities operating in cross-functional

processes in DC and DMC premise.

Scholars showed that cross-functional capability consists of higher-level marketing capabilities
instead of lower-level marketing capabilities (Morgan, 2012, Srivastava et al., 1999). Morgan
(2012) illustrated three cross-functional marketing capabilities: brand management capability,
customer relationship management capability and new product development capability. Whereas
past studies elucidated supply-chain management capabilities within a cross-functional marketing
capability context (Srivastava et al., 1999), the recent studies of both Barrales-Molina et al. (2013)
and Morgan (2012) found that in reality supply-chain management capability lie in the
organization’s operation management unit. This may suggest that past studies created complexity

in identifying the crucial marketing constructs of cross-functional business units.



Table 1: Cross-functional business processes discussed in marketing literature

Author's Approach Marketing capabilities operating in cross-functional processed in DC &
Name DMC premise
New Customer Brand Supply- Market
product relationship | management| chain Orientation
development| management | capability management
Capability capability Capability
(Fang & Zou,| Customer value- v 4 v
2009) enhanced based
(Morgan, Cross-functional v v v x x
2012) marketing capability
(Srivastava, § Customer value- v 4 x v (X
al ., 1999) enhanced based
(Srivastava, | Customer value- v v v
Fahey, & enhanced based
Christensen,
2001)
(Barrales- Underlying process v v
Molina et al., | identification:
2013)

Sensing capability,
learning capability,
integrating capability,
coordinating
capability

On the other side, marketing scholars introduced the term architectural marketing capabilities as
an organization’s planning-related processes employed in designing strategic marketing plans
(Morgan et al., 2003). In particular, architectural capabilities pursue a typical route of marketing
strategy formulation and decision to implement the strategy. Organizations perusing such
processes count on multiple resources that may enrich their resource portfolio (Morgan, 2012).
The foundation of architectural marketing capabilities is involved in developing and combining
specialized marketing capabilities for supporting the deployment of marketing strategies (Vorhies
and Morgan, 2003). Although the organization should possess an adequate set of capabilities for
designing and implementing marketing strategies, previous investigations did not provide a
comprehensive review of what types of marketing capabilities are required for developing and
deploying organizations’ internal strategies and implementation processes. This study concentrates

on marketing capabilities that accord with the DC perspective.
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Extension of DC view: Emergence of Dynamic Marketing Capability

In the context of changing export market environments, it is far more challenging to comprehend
customers' needs, competitors' actions and market trends by emphasizing only classical 'marketing
mix' activities (Weerawardena et al., 2007). In today's turbulent and unpredictable export
marketing environment an organization’s superior performance depends on the ability of exporters

to deliver satisfy value proposition in markets by maintaining knowledge-management processes.
In essence, a new school of thought called 'dynamic marketing capability’ has ceitinatge
describes the management of market-based knowledge more clearly in a time of unpredictable
market environments. The dynamic marketing capability (DMC from here onwards) can be
defined as an organizaii’s specific aim to develop, release and integrate market knowledge
management processes within uncertain market environment for the purpose of satisfying
customers' value proposition. Marketing literature distinguishes between the function of general
maketing capabilities and the function of dynamic marketing capability in several ways. When
the market is stable the basic feature of marketing capability (MC) is satisfying a marketing mix
approach to achieve positional advantage (Glaum & Oesterle, 2007). This refers to the fact that
usually specialized MCs are involved in managing market knowledge to satisfy customers demand

in a stable market environment.

Several studies viewed the concept of lower-level/lower-level MCs (i.e. specialized marketing
capabilities) within the theoretical framework of D&organ et al., 2018; Sok, O’Cass, & Sok,

2013). Nonetheless, scholars (Merrilees et al., 2011) have criticized the adequacy of lower-level
MCs within adverse business environments. In relation to the criticism of MCs, marketing
strategists (Morgan, 2012) proposed that in to tackle the turbulent market environment, a firm
should possess higher-level MCs marketing capabilities in ways that fit into a rapidly changing
market by modifying knowledge management processes repeatedly. As yet little is known about
the main underlying dimensions of higher-level DMC construct as well as the robustness of higher-
level DMC construct. The concept of DMC is required in order to satisfy better customer value
offerings within changing market conditions, and this approach separates the DMC theory from
the general assumptions of DC. This infers that DMC view warrant more research in order to

untangle underlying dimensions of DMC.
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To untangle the internal structure of DMC, we identified similarities between marketing
capabilities and their underlying dimension under the lens of RBT and DC assumptions. In
essence, we emphasized the formation process of influential marketing capabilities within the DC
premise. Table 2 summarizes specific components and underlying processes of MCs that were
explored in previous studies. As seen from Tablé&organization’s MCs that are operated in

cross-functional units require high degree of both market knowledge absorption capacities together

with knowledge-dissemination mechanisms for realizing complementary effects.

Table 2: The elements of marketing capabilities formation within the DC context

Authors Specific components Underlying Marketing capabilities Other
process organisationa
Knowledg | Knowledge | Cross- | capabilities
e- manageme | functional
absorptio | nt business
n capacity process
Barrales-Molina et al. 4 4 v New product development, | Not
(2013) proactive market orientatior] mentioned
Santos-Vijande et al. 4 4 v Market orientation, brand | Not
(2013) management, new product | mentioned
development
Mitrega, et al. (2012) v v 4 Networking capability Not
mentioned
Landroguez, Castro, v v 4 Customer- relationship Not
& Cepeda-Carrion management, market mentioned
(2011) orientation.
Hou & Chien (2010) v v 4 Not mentioned Not
mentioned
Fang and Zou (2009) v v v Customer- relationship Not
management, new product | mentioned
development, supply-chain
management
Maklan & Knox 4 v v Customer relationship Not
(2009) management, brand mentioned
management, proactive
market orientation
Easterby-Smith & v v v Not mentioned Not
Prieto (2008) mentioned
Narasimhan, Rajiv, & v v v Not mentioned R&D
Dutta (2006) capability;
operational
capability
Menguc & Barker v 4 v Customer relationship Not
(2005) management, market mentioned
orientation
Zahra & George v v v Not mentioned Not
(2002) mentioned
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Table 3 presents support of the thesis underlying this study demonstrating that to comprehend
marketing,theorists’ broadly used five types of MCs within dynamic capability premise: market
orientation capability, customer relationship management capability, brand management
capability, new product development capability and networking capability. In contrast to tleese fiv
capabilities, however, a few studies have detected supply-chain management capability within the
marketing capability related studies. The findings would have been more contradictive in the work
undertaken by Fang and Zou (2009) where market orientation has not treated as center capability
for international firm DMC construct. Although earlier works have proposed a mixture of higher-
level and lower-level marketing capabilities in DC studies, we proposed that a combination of
higher-level marketing capabilities can be considered to be the driving force required to achieve
an improved international performance (Najafi-Tavani, Najafi-Tavani, Naudé, Oghazi, &
Zeynaloo, 2018).

Underlying Dimensions of Dynamic Marketing Capability

As an extension of the DC view, DMC theory aims to address the fact that organizations should
utilize their accumulated market knowledge effectively in consideration of responding swiftly to
market demands. The organization need to reconfigure its internal processes in a manner that
simultaneously integrates its resources and capabilities to realize a complementary ifrihnence

this advanced marketing practice. Therefore, an organization must be given the highest priority of
inclusion of higher-level marketing capabilities in cross-functional business units so as to realize
better outcomes from the repeated application of dynamic-marketing practice. This argument is
consistent with an earlier study by Srivastava et al. (1999), which suggested that cpmbinin
different MCs can generate better performances than an individual MC alone. This implies that
when an organization is focused on any individual higher-level MC instead of a group of higher-
level MCs, the organization's likelihood of satisfying the customers within unstable market

conditions is very low.
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Table 3: Illustrative terminology used in the studies of RBV, DC and DMC

Construct name Definition Authors

Resources Resources can be considered as the portfolio of all sorts tangibl |Morgan, 201]2)
intangible assets that are used for production purposes.

Capabilities Capabilities represent the capacity that an organization has to intg {Dutta et al.]
resources for satisfying customers’ value offerings. M

Dynamic capabilities | DC is the organizational process within turbulent busin (Teece et al,
environments, which reconfigures and deploys resources [[199
capabilities in such a way that fits with uncertain busir
environments.

Dynamic marketing | DMC reveals distinctive cross-functional business processes to ¢ {Bruni and

capabilities

and deliver superior customer value in response to market chang
reconfiguring higher-order marketing capabilities. The main functio
DMC is to absorb market knowledge and support effective knowle
management processes.

Verona, 209

New product
development

NPD capability is a path-dependent process that reconfigures
deploys resources and capabilities for the purposes of imprg

|Teece, 201|2)

capabilities innovation that offers new values to the target markets. For inst
Apple Inc. regularly diffuses new products in the market by mainti
strong innovative capabilities to furnish Apple Inc. along with
overall information.
Customer ‘CRM is not simply an IT solution that is used to acquire and grow the |Co|tman, 200|7)
relationship customer base. It involves the adroit combination of human,
management technology and business-related capabilities in an environment th
capabilities can feasibly support the type of integration required

Brand Management
Capability

An approach in which organizations create and protect brand 4
steadily with the aim of achieving lasting positional advantages ir
form of a brand. This process involves utilizing market knowledgg
accumulating architectural and specialized marketing capabilities.
enables the organization to leverage brand equity and brand by
activity.

Responsive Market
Orientation (RMO)

An RMO-based organization is focused on customers expressed
An RMO-based organization is a follower rather than a market lea

{Urde et al.|
|201§
{Bodlaj et al.|

|201a

Proactive Market
Orientation

Proactive market orientation seeks information to satisfy customers’
latent needs. PMO is best for long-term survival in the market, ang
organizations that are practicing PMO are treated as market leade

{Lamore et al.|

|201§

Ambidextrous
market orientation

‘Ambidextrous market orientation (AMO) can be described as a
mixture in the relative degree of responsive and proactive market
orientations.’

{Tan and Liu,

|201§
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An organization’s major competitors face increased barriers in terms of codifying their knowledge-
management capabilities, as soon as that organization emphasizes the interaction between higher-
level MCs (Morgan et al., 2009a). On the basis of the higher-level MCs concept, Morgan (2012)
identifies three higher-order marketing capabilities (hamely, new product development capability,
brand management capability and customer relationship management capattifitypperate in
marketing cross-functional busks processes, whereas Barrales-Molina et al. (2013) proposed

that DMC consists of two higher-level MCs (namely, new product development capability and

proactive market orientation).

The broad implementation of higher-level MCs indicates organizational ability to generate DMC
rather than simply treat higher-level MCs in isolation. Following the concept of higher order
marketing capabilities that have been carried out by Morgan, (2012) and Barrales-Molina, et al.
(2013), this research advances their views and evolves a solid foundation of DMC constructs
comprising four higher order marketing capabilities: ambidextrous market orientation (AMO),
customer relationship management capability (CRMC), brand management capability (BMC) and
new product development capability (NPDC).

This study developanew model for DMC, in which AMO be inherent at the heart of the DMC
construct (i.e. that act as nucleus of DMC), complemented by transformational constructs such as
CRMC, BMC and NPDC which act as mitochondria or sources of power to create DMC. This
study illustrates the conceptualisation of DMC as a higher order construct. This study presents the
terminologies of higher-level marketing capabilities that have been used within RBT and DC and
DMC studies as presented in Table 3.

Conceptual Framework:

Dimensions of DMC and export performance

Since the nature of the export market has a high degree of market uncertainty and a high- level of
competitive pressure (Cadogan, Cui, & Kwok Yeung Li, 2003), exporting organizations should
possess DMC as an important driver for effectively managing knowledge and obtaining positional
advantage in export markets. The selection of effective exporting process is the first step for a firm
that wants to begin growing internationally. Hence, it is highly imperative that the exporter

understand the mechanism of DMC to assure its survival and increase its growth in the export
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markets. We argue that previous marketing literature has not dealt adequately with identifying
different types of marketing capabilities that can be treated as underlying dimensions of DMC.
These previous studies reflect major drawbacks of earlier studies thatddntaxonomy of

DMC. In response to limitations of previous DMC studies, this study demonstrates that higher-
level four marketing capabilities are the skeleton of DMC anatomy within the exporting context.

Below we elaborate on the nature and role ofXMC’s underlying dimensions.

Ambidextrous market orientation:

Market orientation (MO from here onwards) is viewed as an essential ingredient of developing
dynamic capability (Ali, Peters, He, & Lettice, 2010). MO is referred to as an organizational core
learning foundation and a capability that supports marketing. In 1990, MO is conceptualized in
two ways one by Narver and Slater (1990) and the other by Kohli and Jaworski (1990). Narver &
Slater (1990), introduced the organizational cultural view of MO and defined the focus adgirms
customer orientation, competitor orientation and inter-functional coordination to accumulate and
deploy information by the support of coordination mechanisms. Kohli & Jaworski (1990)
introduced the behavioural view of MO and defined the focus of firms as the accumulation of
customers unarticulated and expeglseeds and the dissemination of acquired knowledge within
functional business units for satisfying customers expectation. MO does not promote superior
performance unless it is complemented with other organizational capabilities (Aspara, Tikkanen,
Pontiskoski, & Jarvensivu, 2011).

Scholars distinguished between these views of MO, differentiating between responsive market
orientation (RMO) and proactive market orientation (PMO). The term RMO emphasizes a
customer’s express needs and solutions, whereas PMO involves the identificatiora ofistomer’s
unarticulated needs rather than only converging on express needs. Previous marketing studies
largely overlooked the market orientation concept as a crucial construct of DMC. In particular,
researchers showed scant understanding about multi-level arrangements of market orientation. As
the nature of export markets create impediments for the survival and growth of exporting
organisations, possessing effective marketing capabilities, the potential exporter may be able to
bettersatisfy foreign customers’ requirements more than do key rivals. Hence, the formation of an

ambidextrous market orientation process is pivotal for the exporter to reflect strong market-
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oriented behaviour that can be executed by balancing both the proactive market orientation and

the responsive market orientation (Tan & Sousa, 2015)

A review of the export market orientation literature, reveals that most businesses used the
responsive view of measurement scale (Cadogan, Diamantopoulos, & De Mortanges, 1999), and
overlooked the necessity of integrating proactive market orientation in the exporting context. It is
to some extent surprising that to date, no prior study in DMC has focused on the significance of
ambidextrous market orientation. Since market orientation capability has symbolic effect through
complementary with other capabilities to explore and exploit knowledge (Slater & Narver, 2000)
thus, this study introduced ambidextrous market orientation (AM@)ase marketing support

capability that directs a firm to develop DMC.

New product development capability (NPDC)

In a turbulent business environment such as export markets, export organizations are under
constant pressure to shorten the product life cycle (Morgan, Katsikeas, & Vorhies, 2012). Hence,
a firm requires a robust internal strategy such as new product development capability to neutralize
market uncertainty through defending intense competition and recognizing the right timing fo
product obsolescence (Krasnikov & Jayachandran, 2008). In a similar vein, researchers showed
that firms have been emphasizing new product development processes and better innovativeness
to attain and secure positional advantage (Gonzalez-Zapatero, &Benlto, & Lannelongue,

2016). Under turbulent market conditions, NPDC supports a firm by modifying its innovation base
for satisfying new market opportunities and leveraging current strength. Earlier studies reported
the NPDC is resources intensive and valuable process, in which various external and internal
antecedents act as drivers of successful NPDC (Luzzini, Amann, Caniato, Essig, & Ronchi, 2015;
Mu, Thomas, Peng, & Di Benedetto, 2017).

The role of NPDC involves both product innovation and process innovation, and this capability is
recognized as one of the influential organizational higher-level capability (Memileds 2011;
Najafi-Tavani et al., 2018). Based on DMC theory, it can be stated that to realize better
organizational performance, organizational capabilities must be complemented by each other. In

essence, collaboration with cross-functional business units and absorptive capacity are crucial
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specific components for NPDC success (Alexiev, Volberda, & Van den Bosch, 2016). A firm can
declare effective innovation processvhenit possess a proper set of capabilities that complement
each other (Laforet, 2011). In particular, NPDC transforms accumulated information within cross-
functional business units, which in turn, advance the organizimmmovativeness performance
(Luzzini et al., 2015; Teece, 2012). Hence, we consider the integration of NPDC with other
marketing capabilities (i.e. knowledge sources: AMO) as a better collaborative innovation

network, which in turn advances superior NPDC performance.
Brand Management Capability

Brand management capability (BMC here after) is another knowledge management process that
draws specialized capabilities from underlying processes to take advantage of brand assets
(Cadogan, Kuivalainen, & Sundqvist, 200BMC refers a firm’s capacity to manage product and
corporate brand in a global setting (Matanda & Ewing, 2012). A brand needs to be developed
(brand can’t be born), thus, brand management follows a complex process so as to lead certain
customers’ mental intention towards the firm and its products. In export markets, an organization’s
corporate brand management is pivotal as corporate branding is mirrored in the product branding
image. An exporter can attain positional advantage through managing corporate branding as
corporate brand creates more favourable position in the minds of foreign customers
(Spyropoulou, Skarmeas, & Katsikeas, 2010). To adaimore favourable position in terms of
branding in the minds of export customers, the exporter must integrate among processes of
accumulated specific market knowledge and the interaction between BMC and market orientation
(Spyropoulou, Skarmeas, & Katsikeas, 2011). In an export market, loyal customers are unaffected
to rivals pressure, in which loyal customer base is contingent on positioning of corporate brand.
Consequently, an exporter can achieve better market share together with changing premium for
product offering in the export markets. In order to leverage the expdmand value in export
markes, the firm should realize customers’ perception about its products as well customers’

intention towards rivals’ brands. In essence, a collaborative network is crucial, and so an exporter

BMC must be complemented by other higher-level marketing capabilities that are operated in

cross-functional business units.
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Customer Relationship Management Capability

Similar to NPDC, customer relationship management capability (CRMC here after) is recognized
as another essential dimension underlying cross-functional marketing capability (Morgan, 2012;
Morgan et al., 2018). The term CRMC refers to organizational complex processes that utilizes
acquired information from existing and potential customers and translating it into cross-functional
knowledge enabling to maintain and develop connections with customers to leverage the firms
value proposition and deepen customer loyalty (Boulding, Staelin, Ehret, & Johnston, 2005;
Srivastava, Shervani, & Fahey, 1999). In export markets, it is challenging and time-consuming to
satisfy the multitude of requirements of foreign distributors as accumulating absolute information
effectively is challenging (Bello, Chelariu, & Zhang, 2003; Dow & Karunaratna, 2006). Acgordin

to Spyropoulou, Skarmeas, & Katsilkef2010) to manage robust customer relationship, an
exporter should possess two critical marketing ingrediemsket sensing and customer services.

An exporter possessing these will be able to manage continuous bidirectional knowledge
transformation. An export firm with an effective capability of customer relationship management
provides better knowledge regarding export market requirements and hence offers functional units
possible solutions (Morgan, Kaleka, & Katsikeas, 2004). Subsequently, the exporter can better
leverage corporate brand value based on efforts to build a positive mind-set in foreign customers.
To better understand the mechanisms of CRMC, scholars considered this as higher-order process
of market knowledge management that is linked with other higher-order organizational capabilities
such as NPDC which introduces commercially viable products in the market (Merrilees et al.,
2011). In respect to this view, we conceptualize that CRMC allows an exporter to understand
customer’s needs and furnish solutions to untangle the uncertainty in the overseas markets.

This study postulatethat a firm’s DMCs can reflect complementary power, when its higher-level
marketing capabilities such as AMO, NPDC, BMC and CRMC, bundle together to detect crucial
needs, competitors' action plans, and satisfying market demand of distributing channel members
Although earlier works have proposed a mixture of higher-level and lower-level marketing
capabilities in DC studies ((Najafi-Tavani, Najafi-Tavani, Naudé, Oghazi, & Zeynaloo, 2018), this
study proposes that a combination of higher-level marketing capabilities may be the driving force
that is required to achieve an improved export performance. Based on the above argument, Figure
1 presents the conceptual framework of the present study. In the conceptual framework dimensions

of DMC have a direct and positive influence on the performance of exporting firm.
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The mediating role of competitive hybrid strategy:

The second stream of this research is concerned with the consanguinity of DMC and sustainable
competitive advantages. According to resource-based view Barney (Barney, 1995) a firm’s
competitive advantages hinge on suitable capability deployment processes, and capabilities must
fulfill valuable, rare, inimitable, and non-substitutable standards. Hence, the research to date
mostly focused on relationships between DMCs and performance, but there exists sparse
understanding on how DMC needs to be executed for enacting sustainable competitive advantages
(SCA from here onwards). Scholars claimed that sustainable competitive advantage does not
emerge directly from the implementation of dynamic capability (Ali et al., 2010) but rather that

the firm’s competitive strategy promotes processes of SCA enhancement (Porter, 1985).

Fig. 1: Conceptual Framework - Dimensions of DMC, hybrid strategy and export performance

Environmental
responsiveness
CRMC BMC
( Export
AMO / N %L Performance
Competitive
NPDC Hybrid Strategy

Dimensions of DMC

Note: NPDC=New product development capabilityy, BMC= Brand management capility, CRMC=

customer relationship management capability, AMO= Ambidextrous Market Orientatbn

19



To attain competitive advantages prior studies found that capabilities need to be transformed to
shape and implement competitive strategy, and differentiate a firm from its major rivals (Hult &
Ketchen, 2001). Marketing strategists (da Costa, Camargo, Machado Toaldo, & Didonet, 2018;
Spyropoulou et al., 2010) proposed that a firm may generate competitive advantages from the
export market by adopting Porter's competitive strategy model. Earlier study of Namiki (1988)
asserted that growth in export-oriented firms is contingent on implementing strategies that
facilitate differentiation of the firm. Four differentiation strategies were proposed: market based,
product based, segmentation based and branding based. Other authors (Julien & Ramangalahy,
2003) found that the performance of export firms highly depends upon differentiation strategies

and cost leadership strategy.

Even though Porter (1985) did not consider the simultaneous deployment of strategies of
differentiation and cost leadership, , a much more comprehensive investigation (Santos-Vijande,
Lépez-Sanchez, & Trespalacios, 2012) concluded that cost leadership and differentiation
strategies, may co-exist in a firm (i.e. hybrid strategy generates a better custlhia@roposition
compared to generic competitive strategy and may combine both does Toyota). The co-existence
of these two generic strategies calls for more attettiohe "DMC-performance” linkage (Fang

& Zou, 2009; Kachouie, Mavondo, & Sands, 2018; Sharma, Davcik, & Pillai, 2016).

Previous studies on the relationship of "DMC and competitive hybrid strategies in export
performance are scarc&he positional advantages of export firms are key outcomes of the
implementation of the competitive strategy (Morgan, 2012). This study elicits attention to the
competitive hybrid strategy for assessing the chain reaction of DMC on competitive hybrid
strategy in enhancing the SCA process. We view the hybrid strategy as a potential mediator in the
relationship between DMC and export performance. Therefore, DMC exerts positive influence on
export performance through the implementation of hybrid competitive strategy.

The moderating role of market uncertainty:

Organizational strategy, the way firms function differently from rivals in the market, markedly
influences the management of the accumulated information on internal and external environmental
factors (Hilmersson & Jansson, 2012). Scholars have shown that the presence of high market

uncertainty,an external environmental feature, encourages firms to seize marketing capabilities
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with strong dynamism (Dobni & Luffman, 2000). The term market uncertainty encompasses
market dynamism and market complexity. Market dynamism entails the degree of market changes
overtime assessed by highly disordered competition. Market complexity entailgatti@nce of

the number of competitors and their actions across different market environments (Zhou, Wu, &
Barnes, 2012). Market uncertainty leads to inability of managers to predict market trends due to
inadequacy in acquiring information, and at the time of facing high market uncertainty, managers

are more inclined to change their internal strategies (Armstrong & Overton, 1977).

Prior studies on volatile market conditions illustrated that it is arduous to classify preferences of
customers by merely considering MO or lower-level marketing capabilities in export markets
(Bentler, 1978; Merrilees, Rundle-Thiele, & Lye, 2011). Consequently, firms invest tremendous
efforts in attempts to comprehend which solutions packages to offer end customers within a short
time period (Matear, Gray, & Garrett, 2004; Helfat & Winter, 20Iisuch contexts, marketing
scholars traced the significance of dynamic marketing capability on perforniBaaeles-

Molina, Martinez-Lopez, & Gazquez-Abad, 2013). In their salient study, Weerawardena et al.
(2007) demonstrated that, DMCs allow a firm to respond swiftly in multiple markets by using
better communication patterns with customers and offering them innovative products. In order to
response efficiently with new international opportunities, highly uncertain export markets
encourage exporters to embrace DMCs. Hence, we conjecture that in the presence of highly
turbulent market conditions, an export firm may generate sustainable export performance using
DMCs. Thus, environmental responsiveness may moderate the relationship between DMC and

export performance.
Discussion and Conclusions

The aim of this paper is to develop a conceptual framework that focuses on the higher order
capabilities necessary for the development of dynamic marketing capability (DMC) and the impact
of DMC on export performance. In addition, the conceptual framework elucidates the mediating
role of competitive hybrid strategy and moderating role of environmental responsiveness in
explaining the relationship between DMC and export performance. While several studies revealed
that a successful international firm should accumulate a combination of resources and capabilities
required for processes of operasanternationalization (Skarmeas, Lisboa, & Saridakis, 2016;

Tan & Sousa, 2015), far too little attention has been paid to comprehend strong combinations by
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which to manage market knowledge capabilities within international markets. In this paper, we
focused on the potential contribution of DMC, competitive strategy, and environmental
responsiveness in export performand& identified dimensions of DMC consisting of higher-
level marketing capabilities such as AMO, NPDC, BMC and CRMC, which help firm to improv
export performance. By following the notion of dynamic capability of the marketing and
competitive strategy literature, we propose a novel conceptualization of DMC and its impact on

export performance.

The present study asserts that DMC is not simply a general marketing capability, but that it is a
continued reconfiguration mechanism of the higher-order marketing capabilities. Past evaluations
failed to demonstrate the manner in which DMC works in the export oriented organisation. This
study reflects the value of higher-order marketing capabilities that possess a coherent knowledge
management culture in a repeated manner. Since previous researchers (Fang and Zou, 2009, Bruni
and Verona, 2009) did not fully illustrate the structure of DMC, the results of this study fill a
research gap by showing the development process of DMC in export oriented manufacturing and
information technology related organisations. The research outcomes suggested that DMC include
different types and level of higherder marketing capabilities in such way of organisation’s cross-
functional business process that allow the exporter to adopt perfectly to its market environment.
This study is the first that has used crucial higher-order marketing capabilities to explore the
foundation process of DMC. The researcher argues that through the interaction of DMC sub-
dimensions exporters can effectively carry out their knowledge accumulation and deployment

processes within the exporting context.

Prior studies focused on knowledge management (Gaviria-Marin, Merigd, & Baier-Fuentes, 2019
Gaviria-Marin, Merigo, & Popa, 2018riedrich, Becker, Kramer, Wirth & Schneider, 2020;
Pellegrini, Ciampi, Marzi, & Orlando, 2020 a study that set out to determine an organisation’s
knowledge management process, Durst and Runar Edvardsson, (2012) revealed that the
application of a knowledge management system was improperly researched in the past. In
particular, past researchers did not investigate the chain relationship of the knowledge
development system, knowledge storage, and knowledge deployment in an exporting context.
Even though there is empirical evidence that showed the role of marketing capability towards the

achievement of positive export performance (Tan and Sousa, 2015, Day, 1994), the scope of those
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studies were limited because theyidvoked the importance of DMC’s in the exporting context.

For instance, Tan and Sousa (2015) conducted a meta-analysis on marketing capability, and did
not address the role of DMC in the international context. In that study, researchers suggested that
future marketing works should take into account marketing capabilities in such a way that would
enrich the view of dynamic capability. Overall, this implies that limited studies have focused on
identifying a group of marketing capabilities that are embedded in knowledge management
practices within uncertain market conditions. Consequently, this indicates that the research on
DMC is in its early stage. In order to address this research gap, our paper elicited the DMC view
to interpret its relevant impact on expperformance. DMC is the organisation’s most valuable
higher-order capability, since the nature of DMC is absorbing and disseminating knowledge

through effective interactions between the sub-dimensions of DMC.

Even though marketing literature has addressed external environmental factors provide valuable
knowledge base resources, this has not been integrated within the framework of DMC. At the point
of different types of adverse market condition, it is essential for exporters to formulate marketing
strategy in such ways that allow them to adopt to their environment. While the marketing literature
reveals that the nature of DMC is that it enhances potential value within adverse market conditions,
the external environmental factors have been largely ignored by the DMC researchers. fifiis mea
the past studies fail to explain the role of DMC for improving export performance under adverse
market condition. Despite the limited number of studies drawing attention to external moderators,
the present study brings external moderators that have been incorporated in the model to realise
the moderator’s influence on the export implementation process. The third objective of this paper

attempts to show the relationship between DMC and export performance under the lens of market

uncertainty and competitive intensity.
Theoretical implications

First, our paper contributes in knowledge management literature by considering the DC view to
complement capabilities of knowledge management by following reconfiguration and deployment
in cross-functional business units. To enhance performance, the orgarszaigirer-level
marketing capabilities must have complementary power so that in cross-functional units one
capability can strengthen the influence of another capability. Taking into account the view of
complementary capability, our paper asserts that knowledge-management capabilities can be
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viewed as complementary capabilities in the course of interaction among a set of higher-level

marketing capabilities within cross-functional business units.

Second, prior literature on RBT and dynamic capability view provided limited attention on the
dimensions of DMC. Our paper contributes in RBT and extends Dynamic Capability views by
capturing core higher order capabilities that enable firms to develop dynamic marketibjtyap
(DMC). In addition, while extant works (Herhausen, 2016; Lamore, Berkowitz, & Farrington,
2013; M. Tan & Liu, 2014) identified that a firm can form ambidextrous market orientation culture
which is higher-level in nature by combining proactive market orientation and responsive market
orientation, scholars failed to notice effectiveness of AMO to explain DMC in the export context.
Our paper these gaps in literature by incorporating AMO in explain DMC in the export

performance.

Third, our paper seeks to rectify the limitations of the extant studies on DMC in export
performance by capturing the mediation effects of competitive hybrid strategy. Scholars criticized
that sustainable competitive advantage does not generate directly from the implementation of
dynamic capability (Ali et al., 2010) but rather that the firm’s competitive strategy promotes
sustainable competitive advantage (Porter, 1985). Prior studies examined the relationship between
DMC and performance (Fang & Zou, 2009; Kachouie, Mavondo, & Sands, 2018; Sharma, Davcik,
& Pillai, 2016). However, previous studies did not explore the role of competitive hybrid strategy
in explaining the link between DMC and export performance. We elicit attention to competitive
hybrid strategy, which mediates the relationship between DMC and export performance. We
illustrate the further contribution of DMC and export performance by the instrument this study

provides export managers in strategic marketing decision-making.

Finally, this paper seeks to shed some light on describing the moderating role of environmental
responsiveness in explaining the relationship between DMC and export performance. While
several attempts have showed the moderation roles of market turbulence as external environmental
determinant in dynamic capability and market orientation-performance interface (Boso, Cadogan,
& Story, 2012; Zhang & Duan, 2010), some reports provided more controversial findings on
market orientation-performance relationships (Raju, Lonial, & Crum, 2011). In Zhou's (2011),
empirical study, the effectiveness of marketing capability on export performance varied notably

across different external environmental factors. Thus, the derivation of DMC may be contingent
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on market turbulence that leads exporters to adopt distinct types of competitive strategies such as
competitive hybrid strategy. Nevertheless, little is known about the association between market
turbulence in adopting DMC and designing competitive strategy. Our paper, thereby, addresses
gap in marketing research by critically examining a viable potential moderator of market

turbulence in the relationship between DMC and export performance.
Practice implications

This paper introduces a new conceptual framework that we developed to support export managers’

efforts for enhanced performance within the current extremely complex global business
environment. This framework focuses on four key dimensions of DMC in the context of export
performance. These capabilities are: AMO, CRMC, BMC, and NPDC. Our paper postulates that
a firm’s DMC may reflect complementary power, when its higher-level MCs bundle together to
detect essential needs of distributing channel members, action plans of competitors and satisfaction
of market demand. Thus, managers should strive to develop DMC which could assist managers in

achieving higher export performance in the international market.

We propose hybrid competitive strategy as a potential mediator in the relationship between DMC
and export performance. Therefore, we argue that managers should pursue hybrid competitive
strategy (e.g. cost leadership and differentiation strategy) to extracts positive influence DMC on
export performance. Our paper also explored the moderating role of environmental responsiveness
in explaining the relationship between DMC-Performance. Manager could expect significantly
higher positive impact of DMC on export performance in presence of highly uncertain export
market. Thus, managers should put efforts in developing DMC in highly uncertain market in order

to enhance export performance.
Future research directions

This conceptual paper focuses on the dimensions of DMC and associated impact on export
performance. In addition, the conceptual framework focuses on the mediating role of hybrid

competitive strategy and moderating role of environmental responsiveness. First, future studies
should carry our empirical tests on the relationship proposed in our paper. Future studies could
also add additional factors moderating or mediating the relationship between DMC and export

performance such as organizational learning and culture. Third, future studies could compare
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export performance between emerging markets and developed markets and examine if the
development of DMC is more challenging for firms operating in emerging market. Fourth, future
studies could examine the development of DMC in knowledge intensive industries and associate

impact on export performance in international market.
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