The bidirectional complementarity between market orientation and launch proficiency
affecting new product performance

Abstract

Purpose- Based on the resource-based view and dynamic capabilities theory, this study examines
the complementarity between market orientation and launch proficiency as a driver of new product
performance.

Design/methodology/approach- In this research, an on-site survey of Iranian, R&D-intensive,
manufacturing firms was carried out to examine the proposed hypotheses. Based on the 179
workable survey responses, a covariance-based structural equation modeling was applied to verify
the proposed theoretical model.

Findings- The empirical findings reveal that the effects of market orientation or launch proficiency
alone are not significant while the complementarity between them significantly influences new
product performance. These research outcomes suggest that this complementarity leads to a
bidirectional co-specialization relationship in firms, promoting both market intelligence generation
processes and product-launch capabilities and therefore resulting in superior new product
performance.

Originality/value- The current characterization of the resource-based theory signifies that
strategic resources merely have potential value, and actualizing this value needs complementary
organizational capabilities. Furthermore, the literature notably lacks empirical findings supporting
these complementarities. Therefore, the findings concerning the bidirectional co-specialization
between market orientation and launch proficiency not only provide empirical support for the
dynamic capabilities theory but also address recent research calls to identify and calibrate the
importance of dynamic capabilities for leveraging market orientation on new product performance.
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1. Introduction

Many firms rely on their new product performance as a significant source of competitive
advantage; hence, understanding the contributory factors to new product success is essentially
worthwhile for managers (Mu et al., 2017; Najafi-Tavani et al., 2018; Najafi-Tavani et al., 2016).
One of the strategic-oriented factors considered as an indispensable resource in bringing about
new product success is market orientation (Kim et al., 2013; Mu and Di Benedetto, 2011). Market
orientation is extensively viewed as a valuable, inimitable, and rare firm-level resource leading to
competitive advantage (Hunt and Morgan, 1995; Iyer et al., 2019; Menguc and Auh, 2006; Powers
et al., 2020; Rodriguez-Pinto et al., 2011; Tajeddini and Ratten, 2020), and it is predominantly
defined as an outside-in process incorporating the generation and dissemination of market
intelligence across all organizational functions to provide superior values for customers (Ashrafi
and Zare Ravasan, 2018; Heirati and O'Cass, 2016; Morgan et al., 2019). Apparently, organizations
need to receive forward-looking intelligence from the market to increase flexibility in their new
product development, and market orientation is a likely source of such intelligence (Najafi-Tavani
et al., 2016).

Previous studies on marketing have extensively inspected the influence of market orientation
on new product performance (Gotteland and Boule, 2006; Morgan and Anokhin, 2019; Rodriguez-
Pinto et al., 2011); nevertheless, inconsistent results are evident. For instance, while some studies
have revealed a significant positive relationship (Morgan et al., 2019; Mu et al., 2017; Wei et al.,
2012), others have shown insignificant or even negative effects (Cui and Xiao, 2019; Liu and
Atuahene-Gima, 2018; Wei and Atuahene-Gima, 2009). These inconsistent results could be
attributed to different contexts and perspectives. Considering the empirical aspect, this
inconsistency can be assigned to distinct research settings. For instance, Najafi-Tavani et al. (2016)
assessed the association among market orientation and new product performance and found
support for their hypothesis across 188 Swedish manufacturing firms. In contrast, Heirati and
O'Cass (2016) were not successful in providing empirical support for this relationship when
considering Iranian manufacturing industries involved in a less developed country. Regarding
studies’ perspectives on market orientation, we further face this inconsistency in the literature.
While Wei et al. (2012) follow the market intelligence perspective on market orientation and find
that its influence on Chinese firms’ new product performance is positive and significant, Zhang
and Zhu (2016) adopt the culturally based behavioral perspective and indicate that the influence
on Chinese firms’ new product performance is insignificant. From a theoretical aspect, these
inconsistencies could be ascribed to not conceptualizing the contingencies or mechanisms through
which market orientation is deployed. Arguably, the literature indicates that market orientation
does not automatically lead to new product performance, and to fully realize its value to the firm’s
new product development, complementary dynamic capabilities are required (Morgan et al., 2009;
Mu et al., 2017; Wilden et al., 2019; Zhou et al., 2005). Accordingly, analyzing the influence of
market orientation on new product performance without taking into account complementary
dynamic capabilities could be an oversight, as recent empirical studies considering these
complementarities have consistently revealed their significant influence on new product
performance (Heirati and O'Cass, 2016; Najafi-Tavani et al., 2018). Thus, this study focuses on



the complementarity between market orientation and launch proficiency as a dynamic marketing
capability to address this failing and fill these gaps in the literature.

Market orientation alone is not sufficient to determine new product performance outcomes;
therefore, a better understanding of the contingencies and of how this knowledge-based asset is
deployed to achieve competitive advantage is an important research agenda (Kumar et al., 2011;
Mu et al.,, 2017; Wilden et al., 2019). For instance, research has indicated that marketing
capabilities, absorptive capacity, exploratory marketing, exploitative marketing, or networking
capability can be considered as complementary deployment mechanisms for leveraging market
orientation on new product performance (Heirati and O'Cass, 2016; Morgan et al., 2009; Mu et al.,
2017; Najafi-Tavani et al., 2016). In new product development research, the capability to launch
new products proficiently has long been recognized as a mechanism for creating better new product
performance outcomes (Calantone et al., 2018; Hsieh et al., 2008; Langerak et al., 2004). However,
extant studies have not sufficiently linked the two streams of literature, i.e., the complementarity
between market orientation and launch proficiency and its influence on new product performance.

Grounded on the resource-based view and dynamic capabilities theory, we empirically
investigate the complementarity between market orientation as a knowledge-based asset and
launch proficiency as a marketing capability. Launch proficiency pertains to the marketing
capabilities of the firm to test the market, budget for the launch, and determine the launch strategy
and tactics (Calantone et al., 2018). Dynamic capabilities theory posits that possessing valuable
resources alone is not enough to derive competitive advantage, and utilizing complementary
dynamic capabilities is essential to realize the full potential of the resources (Najafi-Tavani et al.,
2016; Wilden et al., 2019). Furthermore, marketing capabilities, such as launch proficiency, can
notably affect the implementation of marketing strategies and help firms utilize their limited
resources productively (Morgan et al., 2012; Schweiger et al., 2019). Accordingly, this research
concentrates on furthering the knowledge about how employing launch proficiency as a
complementary deployment mechanism for market orientation can lead to better new product
performance outcomes, and it provides empirical evidence supporting the dynamic capabilities
theory.

The current study results in two important contributions. First, it identifies and empirically
examines a particular organizational capability that empowers firms to effectively utilize the
market intelligence they generate and disseminate. The findings clarify the process by which
market orientation relates to new product performance and indicate that to fully actualize the
potential value of this knowledge-based asset to the firm, possessing complementary market-
related capabilities is essential. Second, this research determines how market orientation and
launch proficiency are effective sources of competitive advantage. Arguably, the research
contributes to new empirical evidence for dynamic capabilities theory, proposing that to maintain
the advantageous value of knowledge-based resources in rapidly changing market environments,
utilizing complementary market-related deployment capabilities is indispensable (Morgan et al.,
2009; Schweiger et al., 2019; Wilden et al., 2016; Wilden et al., 2019).



2. Theoretical framework and hypothesis development

High-velocity market environments have resulted in unprecedented competition for new product
development; thus, value-adding strategies are of utmost importance for firms’ success (Najafi-
Tavani et al., 2016). Based on the resource-based theory, sustained competitive advantage derives
from heterogeneous and immobile resources, such as assets, organizational processes, and
intelligence, which are simultaneously inimitable, rare, non-substitutable, and valuable (Barney,
1991; Barreto, 2010; Schweiger et al., 2019). These resources allow managers to prosecute value-
adding strategies and are fundamental to explaining performance outcomes (Morgan et al., 2009;
Wilden et al., 2016). Nevertheless, the resource-based theory is considered static in its nature
(Barreto, 2010). That is, the processes through which these resources are deployed to gain
sustained competitive advantage and the capabilities that are complementary for deriving practical
benefits remain a black box and need further empirical investigation (Wilden et al., 2016; Wilden
et al., 2019). Scholarship in dynamic capability research has shifted from preliminary conceptual
work (Eisenhardt and Martin, 2000; Teece et al., 1997; Winter, 2003) to structured empirical
modeling and testing (Protogerou et al., 2011; Wilden and Gudergan, 2015). Moreover, empirical
scholarship grounded in the dynamic capability view is still in its infancy and needs further
progress (Barreto, 2010; Giudici and Reinmoeller, 2012; Wilden et al., 2016; Wilden et al., 2019).
Appendix 2 illustrates the recent research on market-orientation, launch proficiency, and new
product performance. Thus, this empirical research analyzing the complementarity between
market orientation and launch proficiency significantly adds to the further progress of the resource-
based theory and its dynamic capabilities extensions.

Dynamic capabilities theory postulates that in hypercompetitive environments, firms’
resources are reconfigured through dynamic capabilities to match the market conditions and to
achieve sustained competitive advantage (Barreto, 2010; Eisenhardt et al., 2010). Dynamic
capabilities are organizational processes employed to synthesize and reconfigure knowledge
resources, like market orientation, and are used to produce advantageous implementation of them
(Barreto, 2010; Eisenhardt and Martin, 2000). While resources mainly include tangible and
intangible assets and competencies, such as market intelligence generation, dissemination, and
responsiveness (Ashrafi and Zare Ravasan, 2018; Hunt and Morgan, 1995; Iyer et al., 2019;
Menguc and Auh, 2006; Powers et al., 2020; Rodriguez-Pinto et al., 2011; Tajeddini and Ratten,
2020), dynamic capabilities represent organizations’ abilities to reconfigure and integrate these
resources and competencies to address rapid environmental changes (Hernandez-Linares et al.,
2020; Morgan et al., 2009; Teece et al., 1997; Wilden et al., 2016; Wilden et al., 2019). These
capabilities encompass elaborate and integrated patterns of skill and knowledge gradually turning
into organizational routines, such as launch proficiency routines, which are notably significant for
new product success (Eisenhardt and Martin, 2000; Hoskins and Griffin, 2019; Morgan et al.,
2009). Moreover, the manipulation and integration of knowledge resources is essential in
hypercompetitive or high-velocity environments (Barreto, 2010; Eisenhardt et al., 2010).
Therefore, the literature reveals that besides the likely benefits of possessing valuable and unique
resources, firms need to possess complementary capabilities to deploy them under the dynamics
of the market (Najafi-Tavani et al., 2016; Wilden et al., 2019) and consequently derive superior
new product performance (Heirati and O'Cass, 2016; Mu et al., 2017; Najafi-Tavani et al., 2018).
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Based on this theoretical perspective, we further provide details on the research concepts and
develop hypotheses.

2.1 Market orientation and new product performance

The literature posits that market orientation is a knowledge-based asset bringing about higher
levels of new product performance (Hunt and Morgan, 1995; Menguc and Auh, 2006; Morgan et
al., 2019). In line with the comparative advantage theory of competition (Hunt and Morgan, 1995),
firms’ resources leading to competitive advantage are not merely tangible assets, and they also
refer to firms’ core competencies and complex processes like market orientation. Companies
actualizing market orientation tend to offer superior values for clients through a process that
comprises realizing their needs, market trends, and opportunities; winning the valuable
opportunities; and responding to them by developing appropriate products and services (Ashrafi
and Zare Ravasan, 2018; Kohli et al., 1993; Najafi-Tavani et al., 2016; Narver et al., 1998). Market
orientation is an actualization of the marketing concept, focusing specifically on the organization-
wide dissemination, responsiveness, and generation of market intelligence (Kohli and Jaworski,
1990; Lafferty and Hult, 2001). Based on the market intelligence perspective, market orientation
pertains to the application of formal and informal mechanisms across all organizational
departments to generate market intelligence (market intelligence generation), the dissemination
and communication of this intelligence across and within all departments to present a basis for
coordinated actions (market intelligence dissemination), and responsiveness to this intelligence,
which can include launching a product that fulfills current and anticipated needs (responsiveness
to market intelligence) (Ashrafi and Zare Ravasan, 2018). These processes result in market
intelligence being knowledge about a firm’s customers, competitors, and market factors, and they
enable the firm to produce and launch more effective or efficient market offerings for targeted
market segments; thus, based on the comparative advantage theory of competition, market
orientation is a knowledge-based resource leading to the firm’s competitive advantage (Hunt and
Morgan, 1995; Iyer et al., 2019; Menguc and Auh, 2006; Morgan et al., 2009; Powers et al., 2020;
Rodriguez-Pinto et al., 2011; Tajeddini and Ratten, 2020). This study has followed the market
intelligence perspective since, compared to others (e.g., the customer perspective, the culturally
based behavioral perspective, the decision-making perspective, and the strategic perspective)
(Lafferty and Hult, 2001), it provides a broader concept that covers exogenous market factors
affecting customer preferences, and it considers both expressed and latent customers’ needs
(Ashrafi and Zare Ravasan, 2018).

New product development is inherently an innovative match between a solution and a need,
and it is implemented to successfully create values for customers (Kavadias and Ulrich, 2020).
New product performance encompasses both the financial and non-financial outcomes of a
company’s attempts at new product development (Najafi Tavani et al., 2013). Two groups of
factors are mainly considered the indicators of new product performance, namely, innovation
efficacy (the product’s profitability, market share, and quality) and innovation efficiency (the
speed, flexibility, productivity) (Najafi Tavani et al., 2013). Previous studies have commended
market orientation as an organizational resource that influences performance outcomes, including
new product performance (Morgan et al., 2019; Mu et al., 2017; Powers et al., 2020). Market
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orientation is grounded in perceiving customers’ needs and offering products as valuable solutions
in their totality, thus enabling firms to benefit from new product success (Ashrafi and Zare
Ravasan, 2018; Morgan et al., 2019; Mu et al., 2017). Moreover, this knowledge-based asset
narrows the risk of new product development efforts and adds to the success rate of new products
through organization-wide responsiveness to the generated market intelligence (Aloulou, 2019;
Kakapour et al., 2016). Given the considerable number of empirical studies (Atuahene-Gima,
1995; Gotteland and Boule, 2006; Morgan et al., 2019; Najafi-Tavani et al., 2016; Wang et al.,
2020) indicating a direct association among market orientation and new product performance,
previous work has found that there is a substantial influence of market orientation on new product
performance. So, we empirically analyze whether that influence is positive, and we propose our
first hypothesis as follows:

H1: The market orientation positively influences the firm’s new product performance.

2.2 Launch proficiency and new product performance

Despite the noticeable growth in new product development academic research, the critical concept
of new product launch, particularly the proficiency of launch activities, has attracted scant
empirical attention (Calantone et al., 2018). It is surprising, however, that the product launch is
among the most vital steps in the new product development process, and it is associated with high
costs and risks (Calantone et al., 2012, 2018). Launch proficiency as a marketing capability
incorporates the necessary activities of presenting a new product to a target market and generating
profits (Hsieh et al., 2008). This marketing capability includes proficiency in market testing,
launch budgeting, launch strategy, and launch tactics (Hsieh et al., 2008; Langerak et al., 2004).
Proficiency in market testing involves examining the physical product and launch tactics in the
marketplace (Langerak et al., 2004). Testing a new product and its related launch tactics prior to
the final stage of commercialization, that is, mass production and sales to the market, leads a firm
to gather more practical information concerning the features of the new product (Valtakoski et al.,
2019). Moreover, this examination ensures that the firm’s new products satisfactorily meet the
market’s needs (Kou et al.; 2018). Therefore, proficiency in market testing enhances the firm’s
competencies in introducing the new product to the market, such as standardization of and
communication about the product, and elevates the firm’s new product performance outcomes (de
Brentani, 1995; Storey et al., 2016; Valtakoski et al., 2019).

Proficiency in launch budgeting requires the activity of budgeting for creating, implementing,
and monitoring the launch tactics and strategy (Langerak et al., 2004). This capability helps firms
to develop new products in a cost-efficient manner and to rationalize the pertinent processes
(Engelen and Brettel, 2012; Homburg et al., 2017). Moreover, proficiency in launch budgeting and
resource allocation, as an interdepartmental process, requires higher levels of cooperation and
teamwork, thus leading to successful new product development (Homburg et al., 2017). Launch
strategy calls for a response to the where, why, what, and when to launch questions, and it includes
activities, such as segmenting, targeting, or positioning the product in the market (Langerak et al.,
2004). Execution of appropriate launch strategies results in critical advantages including
enhancement of lead times; reduction of inventory, risk, and costs; and on-time delivery to the



market (Calantone et al., 2012; Kou and Lee, 2015). Thus, successful implementation of the
strategies greatly improves new product success in terms of cost reduction, market share, and
premium prices (Calantone et al., 2012; Guo et al., 2018; Kou et al., 2018). Launch tactics
incorporate marketing mix decisions (product, place, pricing, and promotion tactics) as to how the
firm should launch the new product (Langerak et al., 2004). Accordingly, effective advertising and
demonstration of the product stimulates trial and reduces customers’ uncertainty (Guiltinan, 1999;
Romaniuk and Hartnett, 2017; Yang et al., 2020). Similarly, appropriate branding establishes
brand associations, and right pricing encourages purchases by customers with perceptions of high
quality or early adopters, thus resulting in new product success (Guiltinan, 1999; Guo et al., 2018;
Ingenbleek et al., 2010; Yang et al., 2019).

Launch proficiency has been conceptualized as a dynamic marketing capability resulting in
new product success (Hsieh et al., 2008; Langerak et al., 2004). Through benefiting from dynamic
marketing capabilities - processes that concern the reconfiguration of resources - firms are capable
of identifying and capitalizing on market opportunities and so achieving new product success (Saul
and Gebauer, 2018; Wilden et al., 2019). Dynamic capabilities are essential for firms to achieve
fit with their market environment, particularly when facing market turbulence, and to obtain better
performance (Wilden et al., 2016; Wilden et al., 2019). More specifically, marketing capabilities
significantly affect the efficacious implementation of marketing strategies (Morgan et al., 2012;
Najafi-Tavani et al., 2016) and, thus, firms’ new product performance (Ju et al., 2018; Najafi-
Tavani et al., 2016). Prior studies have consistently revealed that proficiency in launch activities
is a significant determinant of the success of a new product. In an empirical analysis, Cooper
(1979) indicated that proficiency at market launch contributes to the new product’s success, and
Maidique and Zirger (1984) concluded that conducting marketing activities proficiently leads to
better performance of the innovation. Similarly, Cooper and Kleinschmidt (1987) stated that
proficiency in new product launch activities is a significant predictor of new product success.
Similarly, later studies in the context of Australian, Japanese, and Chinese firms indicated that
proficiency in the new product development process, including launch proficiency, significantly
influences firms’ new product performance (Atuahene-Gima, 1995; Dwyer and Mellor, 1991;
Song and Parry, 1994, 1997). More recently, Langerak et al. (2004) and Calantone et al. (2012)
have empirically proved that launch proficiency, particularly in its totality, significantly influences
firms’ new product performance. Therefore, previous work has found that launch proficiency has
a significant influence on new product performance, and we empirically analyze whether that
influence is positive. Accordingly, our second hypothesis is as follows:

H2: The launch proficiency positively influences firms’ new product performance.

2.3 Interaction of market orientation and launch proficiency

The resource-based view and dynamic capabilities theory have revealed complementarity between
firms’ knowledge resources and deployment capabilities (Feng et al., 2017; Morgan et al., 2009;
Wilden et al.,, 2019). This implies that firms’ market orientation and launch proficiency
complement each other in a way that empowers them to line up their resource deployments with
market dynamics very effectively (Eisenhardt et al., 2010). Capabilities that integrate outside-in



market intelligence with inside-out new product development processes are considered to be
spanning capabilities (Day, 1994; Lamore et al., 2013). In particular, the market intelligence and
the subsequent learning form the background of new product development efforts (Lamore et al.,
2013; Sherman et al., 2005). More specifically, pertinent studies have revealed that market
intelligence is essential for thriving discrete marketing capabilities; for instance, the market
intelligence obtained from market-intelligence generation and dissemination processes enhances
the budgeting and resource allocation practices concerning new product development, and it helps
the firm set and implement the appropriate launch strategy and tactics proficiently (Homburg et
al., 2017; Morgan et al., 2009). In a similar vein, proficiency in market testing empowers the
company to reach a deeper knowledgeability about the developed product’s attributes and ensure
it fulfills the market’s needs; thus, this individual capability elevates the firm’s pertinent market
intelligence and responsiveness (Lamore et al., 2013; Morgan et al., 2009; Morgan et al., 2003).

Deployment capabilities, such as launch proficiency, provide economies of scope for utilizing
firms’ knowledge resources and offer market-related mechanisms to deploy the market intelligence
and generate economic rents (Danneels, 2007). As market orientation and launch proficiency
complement each other in a way that leads to economic rent generation and competitive advantage,
this complementarity has the attributes of asset interconnectedness and prevents rivals from
imitating the firm’s source of competitive advantage through creating a complicated causal
ambiguity (Barreto, 2010; Feng et al., 2017). Previous empirical studies have indicated that this
complementarity between market orientation and market-related dynamic capabilities positively
influences firms’ performance and new product performance outcomes (€.g., Dogbe et al., 2020;
Dogbe et al., 2019; Wahyono and Hutahayan, 2020). Morgan et al. (2009) argue that market
orientation complements the firms’ marketing capabilities, and they jointly result in competitive
advantage, specifically superior firm performance. Heirati and O'Cass (2016) point out that market
orientation interacts with the capability of the firms to form business ties, and they mutually
augment firms’ new product performance. Najafi-Tavani et al. (2016) demonstrate that in the
presence of knowledge absorptive capacity, the complementarity between market orientation and
marketing capabilities results in advantageous new product performance. Moreover, Mu et al.
(2017) reveal that market orientation and firms’ networking capability complement each other in
a way that influences new product performance positively. Thus, we propose our third hypothesis
as follows, and the hypothesized relationships are represented in Figure 1.

H3: The interaction between the market orientation and launch proficiency positively influences
firms’ new product performance.

‘Figure 1 about here’



3. Research methodology

3.1 Sample and data collection

We utilized a questionnaire-based survey to conduct this empirical research in the context of the
Iranian manufacturing industry. One of the historical characteristics of the Middle Eastern
manufacturing industry is stagnant performance; however, this region has recently witnessed a
noticeable growth in manufacturing and economic performance partly due to relatively low oil
prices (Najafi-Tavani et al., 2018). Iran’s economy is expected to grow; however, the
manufacturing sector is currently suffering from sluggish performance, and due to the entrance of
international firms into the market, competition has become increasingly fierce, comparable with
many Middle Eastern countries like Oman and the United Arab Emirates (Zaefarian et al., 2017).
Besides, Iran shares many similarities with other Middle Eastern countries regarding the culture
and stage of development (Najafi-Tavani et al., 2018), and as such, the study’s population is
representative of other countries in this region. Moreover, as a result of the COVID-19 pandemic,
not only Iranian and Middle Eastern firms but also many other Asian, African, European, and
American firms are afflicted by sluggish performance and intense competition for survival.
Consequently, an ailing economy incorporating several manufacturing firms suffering from
stagnant performance is likely to characterize the post-COVID-19 future of many formerly
thriving countries and regions (Hughes et al., 2020). Therefore, the study’s setting is ideal for
examining the impacts of companies’ resources and capabilities, and the complementarities
between them on firms’ new product performance, and the results could be generalizable to a broad
context. Accordingly, industries, particularly Middle Eastern industries, need to sense and seize
new product development opportunities. Thus, possessing knowledge-based assets and market-
related dynamic capabilities, like market orientation and launch proficiency, can assist the
manufacturing firms to better implement new product development processes and benefit from
advantageous new product success.

According to a considerable review of the relevant research on market orientation, launch
proficiency, and new product performance, we first drew up the English format of the
questionnaire. Then, we had the questionnaire translated into Persian and back-translated into
English by professional independent translators. The conceptual equivalence, face validity, and
content validity of the measures were examined via 15 academic peers and manufacturing
managers, and we received their confirmation.

To follow the directions of Wright et al. (2005) regarding doing research in emerging
economies, personal interviews were undertaken in order to administer the survey. During the
sampling process, we randomly selected companies from the Iranian Commerce and Ministry of
Industry website (behinyab.ir, 2019). Then, we further inspected whether these firms were still in
operation, and it turned out that 955 firms qualified as our potential respondents. Top managers of
these companies, such as vice presidents, marketing managers, or new product innovation and
development managers, were contacted by telephone to see whether they were disposed to take
part in this study and if they had introduced a new product to the market within the last three years.
Overall, 179 firms confirmed their willingness and were considered appropriate for our analysis.
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Personal on-site appointments with the key informants were made in order to conduct the survey
(response rate of 100% of the qualified firms). Moreover, it is worth mentioning that several prior
studies in the literature have successfully employed Iranian data for general findings (e.g., Asghari
et al., 2020; Heirati and O'Cass, 2016; Heirati et al., 2017; Keramati et al., 2010; O'Cass and
Heirati, 2015; Sangari and Razmi, 2015). Ashrafi and Zare Ravasan (2018) revealed a notable
level of validity and reliability of the gathered data in their study of the influence of market
orientation on innovation performance. A similar study investigated the superior new product
performance resulting from product innovation capability in the context of Iranian manufacturing
firms (Najafi-Tavani et al., 2018). Zaefarian et al. (2017) have also indicated that data pertaining
to the Iranian manufacturing industries are appropriate for examining the influencing factors of
product innovation success and for generalizing the related theories. Accordingly, no specific
concern might hamper the generalizability of the research findings.

In surveys, non-response bias is a typical concern; therefore, following Armstrong and
Overton’s (1977) recommendation, we compared early and late participants by conducting an
analysis of variance (ANOVA) and by testing the homogeneity of variance among them. The
analysis indicated that no significant differences existed between early and late respondents in
terms of key firm characteristics, such as the firm age, firm size, and number of new products
introduced into the market within the last three years. Consequently, non-response bias is not a
concern in this study. The 179 responding manufacturers represent a good range of research and
development (R&D) intensity based on the industry classification of OECD (Galindo-Rueda and
Verger, 2016): high intensity= 6.1%; medium-high intensity= 46.4%; medium intensity= 41.4%;
medium-low intensity= 6.1%. They belong to various manufacturing sectors, such as food, plastic,
metal, automotive parts, engineering manufacturing, or medical. These firms have been running
their business for 3 to 71 years and their total number of employees ranges from 10 to 511.

3.2 Common method bias

In single-informant surveys, common method variance (CMV) is a potential biasing threat that
needs to be considered (Lyer et al., 2020; Rodriguez-Pinto et al., 2011). Following the procedures
recommended by Podsakoff et al. (2012), we took both statistical and procedural measures to
address this concern. In the first phase, we followed three procedural steps. First, through a
systematic questionnaire development process, we reviewed the pertinent literature and adopted
the measurement items from well-anchored scales resulting in the acceptable coherence of the
measurement items. Additionally, as mentioned earlier, we had a consultation process with
academic peers and managers to further refine the questionnaire and augment its clarity and
comprehensibility. Second, in order to limit the respondents’ speculation about the relationships
between the study’s constructs, we randomly positioned the items avoiding their predetermined
order. Thirdly, we protected the respondents’ anonymity both in the questionnaire and individual
interviews to ensure the correctness of answers.

After carrying out the survey, we also applied some statistical remedies. First, we applied
Harman’s single factor test to examine the amount of total variance explained by a single factor.
Results of the exploratory factor analysis (EFA) indicated that the single factor merely accounted
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for 37% of the total variance; thus, common method variance is not a serious concern in this
research, and the explained variance does not pass the threshold of 50%. Secondly, a confirmatory
factor-analytic approach was employed (Rodriguez-Pinto et al., 2011). Then, we compared the fit
indices of the research measurement model with a single-factor measurement model’s fit indices.
Results of the confirmatory factor analysis (CFA) revealed a worse fit for the single-factor model
(x*= 1331.76; df= 400; CFI= .66; IFI= .67; RMSEA= .11) in comparison with the original
measurement model (y’= 657.05; df= 379; CFI=.90; IFI= .90; RMSEA= .06). Consequently, the
results of the conducted tests indicated that CMV was not the main concern.

3.3 Measurements

The research’s constructs were measured by adopting measurement scales from previous studies
and utilizing standard Likert-type seven-point scales. The full description of measurement scales
and items used is given in Appendix 1. We adopted a five-item scale from the study of Najafi
Tavani et al. (2013) for measuring new product performance. This scale reflects new product
success regarding customer acceptance, market-level outcomes, and financial outcomes. Market
orientation is a second-order variable including three sub-dimensions, namely, intelligence
generation, dissemination, and responsiveness. We employed the relevant measurement scales and
items provided by Morgan et al. (2009) and Wei and Atuahene-Gima (2009). This construct
primarily focuses on the firm’s behavior related to the acquisition of market intelligence, the
dissemination of it throughout all functional areas, and effective responsiveness.

Concerning launch proficiency, the literature indicates that the decisions regarding launch
strategy and launch tactics can be combined into a more complete launch strategy that is a generic
launch strategy (Hultink et al., 1998). Hultink et al. (1998) revealed that launch strategy and launch
tactics were highly correlated and interdependent, and managers used them in combination as
generic launch strategies to influence the success of their new products. Consequently, to measure
launch proficiency, we adapted the measurement scales provided by Langerak et al. (2004) and
utilized a second-order construct including three sub-dimensions, specifically, market testing,
launch budgeting, and generic launch strategy. Market testing pertains to activities for testing the
physical product and the related launch strategy and tactics (Langerak et al., 2004). Launch
budgeting reflects the budgeting tasks required for the development, implementation, and control
of the launch strategy and tactics (Langerak et al., 2004). A generic launch strategy reflects
strategic and tactical launch decisions in combination, such as segmenting, targeting, positioning,
product tactics, distribution, and promotion (Hultink et al., 1998; Langerak et al., 2004). Regarding
control variables, we took firm size and firm age into consideration (Dogbe et al., 2019; Heirati
and O'Cass, 2016; Mu et al., 2017).

3.4 Analysis

Before testing the research hypotheses, a CFA was employed to ensure the purification and
robustness of the measurement model. The CFA was conducted through AMOS 23.0. Second, to
examine the proposed research hypotheses, the study utilized covariance-based structural equation
modeling (CB-SEM). This approach is highly appropriate for representing theoretical concepts
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since it incorporates multiple measures of the concepts to reduce their measurement error and
produces a more robust estimation of the relationships between the concepts (Hair et al., 2014a;
Hunt, 2002; Pearl, 1998). Furthermore, when the research endeavors to test or confirm a theory,
CB-SEM is prioritized over its alternatives (Hair et al., 2014b). Therefore, the analysis
incorporates two structural models using maximum likelihood estimation in AMOS 23.0. First, a
baseline model was estimated to test the main effects whereas in the second step, an interaction
model was estimated to test the interaction effect.

4. Results and discussion

4.1 Measurement models

Confirmatory factor analysis (CFA) was performed to ensure the validity, reliability, and
robustness of the measurement model. The fit indices indicated satisfactory model fit, with y*=
657.05; df= 379; CFI= .90; IFI= .90, and RMSEA= .06. According to Table 1, all standardized
factor loadings are above .6 and significant at the .01 level; moreover, the AVE for each construct
exceeds the minimum threshold of .5 indicating convergent validity (Hair et al., 2014a).
Considering CRs and Cronbach’s alphas, all the values are above the minimum threshold of .7
representing the internal consistency of the research’s constructs (Hair et al., 2014a).

‘Table 1 about here’

Furthermore, to ensure that discriminant validity exists among our research’s constructs, we
compared the square roots of AVEs with the inter-construct correlation estimates. As we can
observe in Table 2, the square roots of AVEs are greater than the pertinent variables’ correlations;
thus, discriminant validity among the constructs is evident (Fornell and Larcker, 1981). Overall,
our model therefore exhibits sufficiently good measurement properties.

‘Table 2 about here’

As stated before, in the structural models, market orientation and launch proficiency are
higher-order constructs consisting of three first-order sub-dimensions. The former is composed of
market-intelligence generation, dissemination, and responsiveness to market intelligence while the
latter is made up of proficiency in launch budgeting, market assessment, and generic launch
strategy. Table 3 shows the standardized factor loadings, AVEs, and fit indices of these second-
order constructs. Concerning the market orientation, the standardized factor loadings of the
second-order construct vary from .65 to .87, and they are all significant at the .01 level. Besides
the acceptable level of the average variance extracted (AVE= .59), the fit indices (Normed y’=
1.88; IFI=.95; CFI=.95; RMSEA=.07) indicate that the model fits well with the data. Similarly,

12



regarding the launch proficiency, the loadings range between .77 and .92, and they are all
significant at the .01 level. In addition to the AVE (.74), the fit indices (Normed y*= 2.67; IFI=
91; CFI= .91; RMSEA= .08) indicate support for the model fit. Therefore, second-order factor
models were used to signify market orientation and launch proficiency constructs.

‘Table 3 about here’

4.2 Structural models

Following the procedures suggested by Ping (1995), we examined the research hypotheses using
covariance-based structural equation modeling (CB-SEM). In order to test Hypotheses 1 and 2,
this study assessed a key effect model with direct paths from the second-order market orientation
(MO) and launch proficiency (LP) to the first-order new product performance (NPP) factor (first
model). To examine Hypothesis 3, we assessed the interaction of market orientation and launch
proficiency on new product performance (second model). Market orientation and launch
proficiency were first mean-centered to avoid problems of multi-collinearity, and a single-item
indicator demonstrating the calculation of the two constructs’ measurement was applied (Ping,
1995). Firms’ age and size were considered as control variables in both models, and to avoid the
problem of skewness, natural logarithm values were specified to the control variables as
alternatives to the original values. Table 4 presents the results of the structural equation modeling
analyses.

‘Table 4 about here’

Given the structural models’ statistics and a threshold-level of model fit as an RMSEA of .08,
the sample size is large enough to deliver adequate statistical power and have assurance in the
research’s results. Table 4 also reports the models’ fit indices suggesting that both the interaction
and main effect models fit the data adequately well. As we can observe from the standardized path
coefficients (SPCs) for relationships in the research model, market orientation alone has no
significant direct impacts on new product performance either in the baseline model (SPC= .92; p>
.05; t-value= .84) or in the interaction model (SPC=.72; p> .05; t-value=.99). Thus, the results do
not provide support for Hypothesis 1.

This result does not accord with the researchers’ anticipation and previous findings (Wang et
al., 2020; Wei et al., 2012). An explanation might be that this research, counter to such prior
studies, was conducted in the context of an ailing economy suffering from stagnant performance
and considered the role of a complementary deployment mechanism for actualizing the potential
benefits of market orientation as a knowledge-based asset. Arguably, without such considerations
and controls, the impact of market orientation on new product performance is likely to be
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overestimated (Baker and Sinkula, 1999a; Langerak et al., 2004). Furthermore, the success in new
product performance outcomes does not depend merely on market intelligence generation,
dissemination, and responsiveness; it also depends on the capabilities of the firm to integrate this
market intelligence into organizational routines and processes, such as new product development
processes (Baker and Sinkula, 1999b; Cui and Xiao, 2019; Grant, 1996). A single-minded focus
on competitors, customers, and the market environment without integrating the subsequent market
intelligence into organizational processes actually limits the firm to existing routines and decision-
making frameworks (Baker and Sinkula, 1999b; Grant, 1996; Heirati and O'Cass, 2016).

Notably, this finding is in line with prior empirical studies indicating that market orientation
is not the main basis upon which companies can significantly improve their new product success
(Heirati and O'Cass, 2016; Langerak et al., 2004; Liu and Atuahene-Gima, 2018; Wei and
Atuahene-Gima, 2009). In fact, this knowledge-based asset needs to be employed in conjunction
with other marketing capabilities to influence new product performance positively, particularly in
the context of a stagnant economy (Heirati and O'Cass, 2016; Mu et al., 2017; Najafi-Tavani et al.,
2016). Furthermore, this finding echoes previous studies in the literature stating that market
intelligence generation activities are decidedly costly and do not usually lead to superior new
products since the products’ benefits vary and depend on certain conditions (Cui and Xiao, 2019).
Arguably, being overly customer-driven and getting involved with market intelligence generation
at extremely high levels can lower the success and advantage of a new product (Christensen and
Bower, 1996; Cui and Xiao, 2019). In contrast, when these market intelligence generation
activities are complemented with product development intelligence and capabilities, they jointly
contribute to the new product advantage in a synergistic manner (Cui and Xiao, 2019). Therefore,
this finding indicates that the influence of market orientation on new product performance depends
on other complementary deployment mechanisms, implying that a market-intelligence-processing
system requires other complementary market-related capabilities to create competitive advantage.

Concerning the relationship between launch proficiency and new product performance, as
presented in Table 4, the exogenous factor alone has no significant direct impacts on the
endogenous one either in the main effect model (SPC= -.40; p> .05; t-value= -.37) or in the
interaction effect model (SPC= -.10; p> .05; t-value= -1.44); thus, Hypothesis 2 is not supported.
Practically, this finding echoes previous studies indicating that launch proficiency is not the sole
basis by which firms can achieve superior new products (Hsieh et al., 2008; Langerak et al., 2004).
Arguably, in order to benefit from effective marketing capabilities resulting in sustained
competitive advantage like new product performance, outside-in market intelligence needs to be
integrated into the related processes and competencies (Baker and Sinkula, 1999b; Grant, 1996;
Mu et al., 2017). If pertinent knowledge and subsequent learning do not complement new product
development processes, the firm will be fixated on the existing limited routines and frameworks
and lose the opportunity for new product development success, particularly in high-velocity
markets (Najafi-Tavani et al., 2018; Najafi-Tavani et al., 2016). Investigating the relationships
between proficiency in launch activities and new product performance, Langerak et al. (2004)
revealed that proficiency in market testing, launch budgeting, and launch strategy does not exert
any significant influence on new product success. In a like manner, Hsieh et al. (2008) reported
that the proficiency in these launch activities does not exercise a significant moderating effect on
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the relationship between product advantage and new product performance. Therefore, this result
indicates that launch proficiency as a marketing capability needs to be complemented with other
resources and knowledge-based assets to result in advantageous new product performance
outcomes.

Regarding the complementarity between market orientation and launch proficiency, as
presented in Table 4, the interaction of these two variables exerts a significant and positive
influence on new product performance (SPC= .24; p< .01; t-value= 2.70), providing support for
Hypothesis 3. Moreover, to sharpen our understanding of the interaction effect and facilitate our
interpretation of the results, we plotted the interaction in Figure 2. As shown in this figure, the
positive influence of market orientation on new product performance is stronger with high levels
of proficiency in launch activities than with low levels. Accordingly, this finding exactly echoes
prior empirical studies in the literature indicating that to realize the full potential of market
orientation and achieve new product success, this knowledge-based resource needs to be
complemented with other market-related dynamic capabilities (Heirati and O'Cass, 2016; Morgan
et al., 2009; Mu et al., 2017; Najafi-Tavani et al., 2016). In fact, this significant interaction term
supports propositions of the resource-based view and dynamic capabilities theory about the
influence on performance of asset complementarity and economies of scope resulting from
reciprocal associations among capabilities and resources (Feng et al., 2017). It specifies that
companies’ market-based knowledge asset (market orientation) and their market-related dynamic
capability (launch proficiency) accompany one another in significant ways that contribute to
explaining new product performance. It is logical to expect such a bidirectional co-specialization
relationship since the literature has empirically revealed market intelligence is required to build
individual marketing capabilities, such as proficiency in launch activities, which generate market
intelligence enhancing firms’ market orientation (Morgan et al., 2009; Mu et al., 2017). From this
perspective, the results show that the complementary launch proficiency capabilities assist
companies to obtain market orientation and to unleash their value-adding potential.

‘Figure 2 about here’

Finally, concerning the control variables, the findings reveal that firm size is positively
interrelated to new product performance (SPC=.17; P<.05; t-value= 1.99) whereas the impact of
firm age is not significant either in the key effect model or in the association effect model.
Generally, the baseline model explained 33% of the variance in the endogenous construct while
the interaction model explained 38% of the variance. The relatively high R? values observed show
the significance of the baseline and interaction models in explaining new product performance. In
other words, by including the interaction term in the main effect model, the examination indicated
an important increase in the total variance clarified, showing the presence of an interaction effect.
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5. Conclusions

This research contributes to the marketing literature in two significant ways, specifically, by
clarifying whether and under what conditions market orientation enhances new product
performance in manufacturing industries. The examination reveals that market-intelligence
generation activities do not guarantee an increase in firms’ new product performance outcomes.
Indeed, market orientation enhances new product performance in the existence of launch
proficiency, and the extent to which market orientation facilitates new product performance
depends on the level of proficiency in launch activities. That is, the effect of market orientation on
new product performance increases significantly as the level of launch proficiency increases. The
research’s findings present several significant theoretical and managerial implications for
practitioners and researchers.

5.1 Theoretical implications

This study contributes to the extant literature by explaining the interrelationship among market
orientation and companies’ new product performance. Previous studies have made opposing
predictions concerning the outcomes of market-intelligence generation activities, with either
significant (Morgan and Anokhin, 2019; Najafi-Tavani et al., 2016; Rodriguez-Pinto et al., 2011)
or insignificant (Heirati and O'Cass, 2016; Langerak et al., 2004; Liu and Atuahene-Gima, 2018;
Wei and Atuahene-Gima, 2009) impacts on new product performance. Miscalculating the effects
of deployment mechanisms might account for such inconsistent results. Differently from prior
research (Liu and Atuahene-Gima, 2018; Morgan et al., 2019), our study examines the role of
market orientation as the principal predictor of new product performance and propounds
proficiency in launch activities as a necessary internal dynamic capability enabling firms to fully
deploy and gain from this knowledge-based asset.

As highlighted by previous studies (Barreto, 2010; Schweiger et al., 2019; Wilden et al., 2016;
Wilden et al., 2019), the current characterization of the resource-based view clarifies that strategic
resources merely have possible values, and actualizing this potential requires complementary
organizational elements. Furthermore, the literature lacks empirical research examining the
complementarity between organizational resources and capabilities and supporting the dynamic
capabilities theory (Feng et al., 2017; Giudici and Reinmoeller, 2012; Wilden et al., 2019). Thus,
this study contributes to the literature in the field of marketing by revealing that the resource-based
theory is not adequate to explain the variance in businesses’ new product performance. In fact, the
influence of market orientation as a knowledge-based asset on new product performance becomes
significant in the presence of launch proficiency as an internal dynamic capability. This result
empirically supports the dynamic capabilities theory by showing that benefiting from launch
proficiency not only helps the firm to enhance its pertinent market intelligence, but also plays a
critical role in gaining competitive advantage from assimilating, utilizing, and reconfiguring this
knowledge-based resource (Eisenhardt et al., 2010; Feng et al., 2017; Wilden et al., 2019).

Moreover, this study also links two related streams of research by employing the resource-
based theory and its recent extension, the dynamic capabilities theory (Eisenhardt et al., 2010).
The study empirically examines how proficiency in launch activities as a resource orchestrating
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capability facilitates the impacts of market orientation on new product performance outcomes,
thereby answering recent research calls (Mu et al., 2017; Najafi-Tavani et al., 2016) to identify
and calibrate the importance of dynamic capabilities for leveraging market orientation on new
product performance outcomes, particularly in the context of different countries. Accordingly, the
results reveal that to effectively utilize available knowledge-based resources, particularly in the
context of an ailing economy that portrays not only the Middle East but also the post-COVID-19
future of many formerly flourishing countries and regions, a firm needs to be proficient in
launching its new products since with high levels of launch proficiency, a business is in a more
appropriate condition to orchestrate the market intelligence and deploy it under the market
environment. However, low levels of launch proficiency limit the company’s capacity to
efficiently leverage the attained intelligence that, in turn, leads to insignificant degrees of new
product performance.

5.2 Managerial implications

This research has resulted in very important implications for managers of manufacturing industries
that have various levels of R&D intensity. One of the most critical implications is that some firms
involved in acquiring market intelligence fail to leverage this resource and to reach their full
potential for successful innovation and commercialization. Business practitioners need to be aware
that they might be focusing on activities that are highly costly and time-consuming and whose
benefits might depend on specific circumstances (Cui and Xiao, 2019). Therefore, besides the
generation, responsiveness, and dissemination of market intelligence, the firms need to develop
and utilize product-launch dynamic capabilities to explore and exploit innovation opportunities
successfully.

Furthermore, the findings indicate that being capable of launching new products proficiently
contributes to the pertinent market intelligence and deployment of this valuable resource. Thus,
market-oriented firms that get involved in testing their new products’ acceptance, interpreting the
results of their market testing programs, developing a comprehensive launch strategy, and
budgeting it appropriately not only increase their level of relevant and applied market intelligence
but also better implement their market-oriented strategies. The results clearly reveal that by
building internal capabilities to launch new products proficiently, the firms can enjoy the benefits
of being market-oriented since such actions lead to tangible and advantageous results, such as
better new product performance outcomes.

In addition, benefiting from market orientation and launch proficiency results in a co-
specialization relationship that is decidedly hard for competitors to imitate. As a matter of fact,
market-oriented firms endeavor to gain pertinent knowledge of customers, competitors, and other
elements affecting the market. Likewise, by spreading this intelligence throughout their functional
areas and responding to customers’ needs collaboratively, they can leverage their product-launch
capabilities in an advantageous way. Accordingly, specialization in intelligence generation
processes not only helps the firms build such dynamic capabilities to test, strategically plan, and
budget their new products’ launch, but it also enables them to capitalize on such capabilities and
benefit from better new product performance outcomes.
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5.3 Limitations and directions for future research

The present research is subject to some methodological and theoretical limitations which shed light
on noteworthy directions for further studies. First, we tested our hypotheses using data from Iran
as a Middle Eastern country that has encountered international sanctions and high-level market
uncertainty for several decades (Zaefarian et al., 2016); therefore, it is beneficial to examine this
research’s findings in a dissimilar national and cultural context to attain global generalizability.
Second, this study adopted an individual market-intelligence processing view that limits our ability
to closely delineate firms’ market orientation as it relates to their launch proficiency deployment
mechanisms. Thus, taking into consideration other perspectives on market orientation, such as a
strategic perspective or a customer-orientation perspective (Lafferty and Hult, 2001) can shed
more light on the bidirectional co-specialization association between market orientation and launch
proficiency.

This study also suggests some further research avenues that could contribute to the literature.
First, the research only identified and calibrated the importance of proficiency in launch activities
as a complementary dynamic capability to market orientation, but what other kinds of managerially
and theoretically meaningful resources and capabilities are complementary to market orientation?
Therefore, for instance, future research can examine whether dynamic capabilities, such as transfer
processes or strategic decision making (Eisenhardt and Martin, 2000), complement market
orientation or not. Second, this study casts light on the conditions under which the
complementarity between market orientation and launch proficiency enhances new product
performance. Future studies have the opportunity to inspect the conditions under which this co-
specialization relationship is likely to influence other business performance outcomes like the

number of product innovations, speed to market, or firm performance. Finally, although there is
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Table 1. Measurement analysis

Variable Mean  SD Factor = ,yp (g Cronbach’
loadings s alpha
New product performance 5.36 1.02 71-.86 .59 .87 .87
Market intelligence generation 5.69 1.17 .69-.76 .53 81 .81
Market intelligence dissemination 5.59 1.22 .70-.77 .53 7 a7
Responsiveness to market intelligence 5.53 1.15 .68-.80 .54 78 .76
Proficiency in market testing 5.25 1.28 .70-.72 .50 75 74
Proficiency in launch budgeting 5.45 1.24 71-.83 .60 .86 .85
Proficiency in generic launch strategy 5.54 1.04 .63-.79 .53 .90 .90
Firm’s size 3.57 1.06 n/a n/a n/a n/a
Firm’s age 2.83 .79 n/a n/a n/a n/a

Note: SD stands for standard deviation. The natural logarithm value was given to each control variable instead of
the original value.
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Table 2. Inter-construct correlation and the square root of the average variance extracted

1 2 3 4 5 6 7 8 9
(1) NPP .76
(2) MIG 3172
(3) MID 38%%  50%x 72
(4) RTMI 35%k 0%k 50k 73
(5) PIMT 25%% 30k 4]k 4Dkx 7p
(6) PILB 33%% AdRx 5ErE AREE AQRx 77
(7) PIGLS AS5EE 5Dk STEE SRR 4QEE GeRE 7D
(8) Firm’s size 15% .04 02 07 .00 .07 04 NA
(9) Firm’s age 14 01 02 07 11 .05 00  32%*  NA

Note: The bold italicized figures on the diagonal are the square roots of the AVEs. ** (p<.01). * (p<.05).
NPP: New product performance. MIG: Market intelligence generation. MID: Market intelligence dissemination.
RTMI: Responsiveness to market intelligence. PIMT: Proficiency in market testing. PILB: Proficiency in launch

budgeting. PIGLS: Proficiency in generic launch strategy.
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Table 3. Second-order measurement models

First-order construct Market Orientation
Market intelligence generation .65

Market intelligence dissemination .87

Responsiveness to market intelligence 77

y*= 58.38; df=31; CFI=.95; IFI= .95; RMSEA= .07; AVE= .59
First-order construct Launch Proficiency
Proficiency in market testing .89

Proficiency in launch budgeting 7

Proficiency in generic launch strategy 92

v’=224.60; df= 84; CFI= .91; IFI= .91; RMSEA= .08; AVE=.74
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Table 4. Assessment of the structural models

Structural model statistics

Main effects (model 1)

Interaction effect (model 2)

e 699.45 754.20

d.f. 446 473

CFI 91 .90

IFI 91 .90
RMSEA .05 .05

Path Path estimate Path estimate
Predictors

MO — NPP .92 (.84) .72 (.99)
LP — NPP -40 (-.37) -.10 (-1.44)
Interaction

MOXLP — NPP 24 (2.70)
Controls

Firm’s size .16 (1.53) .17 (1.99)
Firm’s age .06 (.63) .04 (.50)
112 (NPP) 33 38

Note: MO: market orientation; LP:

launch proficiency; NPP: new product performance; T-values are in parentheses.
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Interaction between MO and LP on NPP
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Figure 2. Graphical presentation of the interaction between market orientation (MO) and launch
proficiency (LP) on new product performance (NPP).

Appendix 1. Measurement scales
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Constructs Source

Market intelligence generation (1: Strongly disagree; 7: Strongly agree)

Definition: Generating knowledge and understanding of customers’ current and future needs and
preferences and ongoing monitoring of competition conditions (Ashrafi and Zare Ravasan, 2018, Chung,
2019; Dong et al., 2016, Katsikea et al., 2019, Najafi-Tavani et al., 2016, Tajeddini and Ratten, 2020).
1. In this firm, we meet with customers at least once a year to find out what products
they will need in the future.

2. In this firm, we do a lot of in-house market research about current and future
customer needs.

3. We poll end-users at least once a year to assess the quality of our products.

4. We periodically review the likely effects of changes in our business environment
(e.g., regulations) on customers.

Market intelligence dissemination (1: Strongly disagree; 7: Strongly agree)
Definition: Exchange of intelligence within and across departments through cross-departmental
integration and collaboration as a way of enhancing communication and information to better meet the
organization’s goals (Chung, 2019, Dong et al., 2016, Katsikea et al., 2019, Powers et al., 2020).

1. We have interdepartmental meetings at least once a quarter to discuss market

trends and developments.

2. Marketing personnel in our firm spend time discussing customers’ future needs Morgan et al.

with other functional departments. (2009)

3. Data on customer satisfaction are disseminated at all levels in this firm on a

regular basis.

Responsiveness to market intelligence (1: Strongly disagree; 7: Strongly agree)

Definition: Effective, cooperative, and systematic firm reactions, such as innovating and introducing
appropriate products and services, to market changes (Chung, 2019; Dong et al., 2016, Katsikea et al.,
2019; Najafi-Tavani et al., 2016, Tajeddini and Ratten, 2020).

1. We periodically review our product development efforts to ensure that they are

Morgan et al.
(2009); Wei and
Atuahene-Gima
(2009)

in line with what customers want. Morgan et al.
2. Even if we came up with a great marketing plan, we probably would not be able (2009); Wei and
to implement it in a timely fashion. (Reverse coded) Atuahene-Gima

3. Several departments get together frequently to plan a response to changes taking (2009)

place in our business environment.

Proficiency in market testing (1: Done very poorly; 7: Done excellently)

Definition: Marketing capabilities pertaining to activities required to test both the physical product and
the launch tactics in the target market (Calantone et al., 2012, 2018, Hsieh et al., 2008, Langerak et al.,
2004).

1. Selecting customers for testing market acceptance.

2. Submitting the marketing program to customers for testing.

3. Interpreting results from the market testing program.

Proficiency in launch budgeting (1: Done very poorly; 7: Done excellently)
Definition: Marketing capabilities pertaining to a budgeting task required for developing, implementing,
and monitoring launch strategy and tactics (Calantone et al., 2012, 2018, Hsieh et al., 2008, Langerak
etal., 2004).

1. Determining advertising expenditures.

2. Determining distribution expenditures. Langerak et al.

3. Determining the launch budget. (2004)

4. Allocating the launch budget.

Proficiency in generic launch strategy (1: Done very poorly; 7: Done excellently)

Definition: Marketing capabilities pertaining to the tasks required for answering the what, where, when,
and why to launch questions (e.g., segmenting, targeting, and positioning) and also the tasks related to

Langerak et al.
(2004)
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Constructs Source

the marketing mix decisions (i.e., product tactics, distribution, pricing, and promotion) on how to launch
the new product (Calantone et al., 2012, 2018, Hsieh et al., 2008; Langerak et al., 2004).

1. Selecting target customer groups.

2. Selecting the new products’ positioning.

3. Determining launch objectives.

4. Formulating the growth strategy.

5. Establishing standards to judge the new products’ performance and market
acceptance.

6. Selecting channels of distribution.

7. Designing the marketing communication mix.

8. Designing the product mix.

New product performance (1: very poor; 7: very good)

Definition: New product performance reflects market share, financial outcome, and customer
acceptance measures of new product success (Cheng and Yang, 2019; Hsiao and Wu, 2020, Morgan et
al., 2018, Najafi-Tavani et al., 2018; Yeniaras et al., 2020).

1. The firm has met sales growth goals of the new product.

2. The firm has met market share goals of the new product.

3. The firm has met return on investment goals of the new product.
4. The firm has met customer acceptance goals of the new product.
5. The firm has met development costs goals of the new product.

Langerak et al.
(2004)

Najafi Tavani et
al. (2013)

Appendix 2. Recent research on market orientation, launch proficiency, and new product
performance

Author(s) Aim/Objectives Findings
Tajeddini and The purpose of the paper is to Inter-firm market orientation positively and
Ratten (2020) investigate the relationships between significantly influences firms’ marketing
inter-firm market orientation, brand and financial performance.
orientation, and firm performance. It Brand orientation positively and
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Author(s)

Aim/Objectives

Findings

Powers et al.
(2020)

Liu et al.
(2020)

Katsikea et al.

(2019)

Chung (2019)

also tests for the moderating role of
brand orientation in the relationship
between inter-firm market orientation
and firm performance.

This paper aims to examine the
relationship between market
orientation and performance based on
multiple perspectives (managers,
salespersons, customers) and measures
(subjective, objective).

It also examines the relationship
between subjective performance and
objective performance.

The paper aims to explore the
influential path of internet marketing
capabilities affecting international
market performance. The paper further
investigates the mitigating roles of
market- and entrepreneurial-oriented
behavior and knowledge
internalization in this relationship. The
effect of internet use for customer
management on internet marketing
capabilities is also examined.

The purpose of this paper is to
empirically analyze the relationships
between intelligence generation and
dissemination and the export customer
segmentation, prioritizing, and
targeting. It is also aimed at analyzing
the effects of export customer
segmentation, prioritizing, and
targeting on export market
performance.

This study investigates the relations
among market orientation, guanxi
networking and innovation using the
MARKOR scale. It also analyzes the
direct impacts of market intelligence
generation, dissemination, and
responsiveness on the innovation of
Asian firms and considers the
moderating roles of business guanxi
networking and political guanxi
networking in these relationships.

significantly influences firms’ marketing
and financial performance. The interaction
of inter-firm market orientation and brand
orientation positively and significantly
influences firms’ marketing and financial
performance.

The results indicate that managers,
salespersons, and customers all indicate a
positive relationship between market
orientation and perceived performance.
Market orientation and actual branch
performance were not related when
assessed by any of the three respondent
groups.

Only salespersons were able to
significantly relate perceived firm
performance to actual performance.

Use of the internet for customer
management positively influences internet
marketing capabilities. The results also
support the positive impacts of internet
marketing capabilities on market- and
entrepreneurial-oriented behavior.
Knowledge internalization mediates the
relationships between market- and
entrepreneurial-oriented behavior and
international market performance

Findings indicate that export market
intelligence generation and dissemination
activities support and facilitate the
development of effective export sales
strategies tailored to serve individual
foreign accounts. Furthermore, all strategic
dimensions of an export sales strategy
demonstrate significant positive effects on
export performance.

The findings of this study confirm that,
when operating in an Asian emerging
economy, both intelligence generation and
responsiveness have a positive and direct
impact on innovation. Though intelligence
dissemination has no direct influence on
innovation, its alignment with business and
political guanxi still leads to a positive
effect on innovation. The coalition of
responsiveness and political guanxi,
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Author(s)

Aim/Objectives

Findings

Ashrafi and
Zare Ravasan
(2018)

Pantouvakis et
al. (2017)

Dong et al.
(2016)

Najafi-Tavani
et al. (2016)

This study intends to explore how
market-oriented firms achieve
innovation and market performance
and what factors actually moderate this
relationship. The present study aims to
explore the relationship between MO,
innovation, and market performance.
This study also attempts to examine
the intervening role of IT
infrastructure, business analytics (BA)
capabilities, and market turbulence in
the proposed model.

The authors examine the influence of
market orientation on shipping firms’
performance and analyze the
moderating effect of firm size on the
relationship between market
orientation and firm performance.
They also investigate the relationship
between firm size and market
orientation efficiency of shipping
firms.

The current research disaggregates the
MO construct into three sub-constructs
in an effort to explore the relationships
between the three dimensions of MO
and its implementation process within
the firm.

This study attempts to examine
absorptive capacity (AC) as a
moderator of the relationships among
market orientation, the interaction of
market orientation and marketing

however, has a negative influence on
innovation.

Market intelligence generation is not
significantly related to market intelligence
responsiveness. A flexible IT infrastructure
significantly moderates the relationship
between intelligence generation and
intelligence responsiveness. BA capability
moderates the relationship between
intelligence dissemination and
responsiveness. Intelligence
responsiveness affects the firms’ market
performance through the mediation of
innovation performance. Intelligence
responsiveness directly affects the firms’
market performance. Market turbulence
positively moderates the relationship
between intelligence responsiveness and
innovation performance. Market turbulence
positively moderates the relationship
between intelligence responsiveness and
market performance.

Response design and response
implementation positively influence the
firms’ financial performance. Intelligence
generation, intelligence dissemination, and
response design positively influence the
firms’ market performance.

Firm size positively moderates the
relationship between response
implementation and firms’ financial and
market performance.

There is an inverted U-shape effect of firm
size on firm MO performance.

For centralized and experienced firms, a
high level of intelligence dissemination
may actually hinder responsiveness. In
decentralized and inexperienced firms,
high levels of dissemination are linked to
increased responsiveness. The mediation of
intelligence dissemination on the link
between intelligence generation and
responsiveness depends on the firm’s
levels of both centralization and
international experience.

The results indicate positive relationships
among market orientation, marketing
capability, and new product performance.
The results also show that AC positively
moderates the relationship between market
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Author(s)

Aim/Objectives

Findings

Schoenherr and
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capability, and firms’ new product
performance.

This study examines the relationships
between market intelligence generation
and new product launch success
through the mediating roles of supply
chain adaptability and product
innovation capability. It also considers
the relationship between new product
launch success and firm financial
performance.

This study aims to identify new
product development (NPD) best
practices.

This research attempts to identify NPD
best practices with the expectation that
companies will manifest and sustain
these to augment their NPD efforts.

This study aims to examine the impact
of product launch, product advantage
and market orientation on new product
development performance and
organizational performance in SMEs.

orientation and firms’ new product
performance. The three-way interaction of
MO, AC, and MC exerts a positive
influence on firms’ new product
performance.

Supplier intelligence generation positively
and significantly affects new product
launch success and firm financial
performance through supply chain
adaptability. Customer intelligence
generation positively and significantly
affects new product launch success and
firm financial performance through supply
chain adaptability and product innovation
capability.

Competitor intelligence generation
positively and significantly affects new
product launch success and firm financial
performance through supply chain
adaptability and product innovation
capability.

The present study finds that seven NPD
dimensions are recommended as best NPD
practices including strategy, research,
commercialization, process, company
culture, project climate, and metrics.

The study has resulted in a framework
developed from prior benchmarking
studies, a Delphi methodology with
leading experts, and a survey involving
over 300 NPD practitioners.

The framework distinguishes NPD
practices across seven dimensions:
Strategy, Research, Commercialization,
Process, Project Climate, Company
Culture, and Metrics/Performance
Measurement.

Proficiency in launch strategy and launch
tactics are positively and significantly
correlated with large firms’ new product
performance and organizational
performance.

Proficiency in market testing, launch
budgeting, launch strategy, and launch
tactics are positively and significantly
correlated with small firms’ new product
performance and organizational
performance. Customer orientation,
competitor orientation, and interfunctional
coordination are not significantly related to
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This study examines how market
orientation and launch proficiency
exert contingent influences on the
product advantage—performance
relationship. Also, this study examines
the same issues under different
dimensions of new product
performance.

This research determines how critical
NPD activities are for a market-
oriented firm to achieve superior
performance. It also investigates the
structural relationships among market
orientation, new product advantage,
proficiency in new product launch
activities, new product performance,
and organizational performance.

The purpose of this paper is to review
and re-examine the role of the
organization-level determinants from
the perspectives of competence-based
views. This study is aimed at
investigating the associations between
formalization, decentralization, and
new product performance. This
research also examines the moderating
roles of market-oriented strategy and
technology-oriented strategy in these
relationships.

The authors examine whether
innovation behavior binds the political
and business ties of the firm to new

large firms’ new product performance and
organizational performance. Customer
orientation is positively and significantly
related to small firms’ organizational
performance. Competitor orientation and
interfunctional coordination are positively
and significantly correlated with small
firms’ new product performance and
organizational performance.

Product advantage is not significantly
correlated with firms’ new product
performance and organizational
performance.

Product advantage is significantly and
positively related to market performance,
but has no significant influence on
financial performance. Market orientation
and launch proficiency in tactics indeed
moderate the relationship between product
advantage and new product performance,
either as a whole or regarding different
types of product performance.

Market orientation is related positively to
product advantage and to the proficiency in
market testing, launch budgeting, launch
strategy, and launch tactics. Product
advantage and the proficiency in launch
tactics are related positively to new product
performance, which itself is related
positively to organizational performance.
Market orientation has no direct
relationship with new product performance
and to organizational performance.

The empirical results indicate that
formalization is positively related to new
product performance while
decentralization has an inverse U-shaped
curvilinear effect on new product
performance. Furthermore, the regression
findings also indicate that market-oriented
strategy negatively moderates the
relationship between formalization and
new product performance, while
technology-oriented strategy positively
moderates the curvilinear relationship
between decentralization and new product
performance.

Business ties are positively related to
exploratory innovation behavior and
political ties hamper such behavior.
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product performance. They also
examine if these effects are contingent
on variations in the institutional
environment and market environment.

The purpose of this paper is to
investigate the processes underlying
the relationship between creativity
processes and new product
performance. Also, the study
hypothesizes that NPD speed mediates
the relationship between creativity
processes and new product
performance and that encouragement
by leadership moderates this mediating
model.

The study investigates the effect of
customer participation on new product
development performance and
considers the mediating role of
innovativeness. It also examines the
moderating effect of absorptive
capacity on this relationship.

This research aims to explore the role
of product and process innovation
capabilities as two distinct
mechanisms through which

Government support hinders firms’
disruptive innovation while encouraging
incremental innovation behavior.

The findings also demonstrate that the
positive and indirect relation of business
ties to new product performance through
exploratory and exploitative innovation is
largely insensitive to changes in market
and institutional environments.

Political ties are negatively (positively) and
indirectly related to new product
performance through exploratory
(exploitative) innovation.

The study found that (1) not all the
components of creativity processes related
positively to new product performance.
Specifically, information search and
encoding (ISE) and idea and alternative
generation (IG) are respectively and
positively related to new product
performance, but problem identification
(PI) is not.

(2) NPD speed fully mediates the influence
of PI and ISE on new product performance,
but it only partially mediates the
relationship between IG and new product
performance.

(3) Encouragement by leadership
positively moderates the relationship of PI
and NPD speed as well as the relationship
of ISE and NPD speed; however, it does
not significantly moderate the relationship
between IG and NPD speed.

The study confirms that, overall, customer
participation is positively related to new
product development performance and that
the effect is mediated by innovativeness.
The study also demonstrates that these
effects are contingent upon absorptive
capacity of the firm in question such that
firms with high absorptive capacity stand
to gain more from engaging their
customers in new product development
than firms with low absorptive capacity,
especially at the later stages of the NPD
process.

The study finds that the effects of
collaborative innovation networks on either
product or process innovation capability
are significant only in the presence of
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collaborative innovation networks
improve new product performance.
The study also examines the
contingent effects of absorptive
capacity on the relationship between
collaborative innovation networks and
the two innovation capability
dimensions (i.e. product and process
innovation).

absorptive capacity. The analyses further
indicate that in the presence of absorptive
capacity, only collaboration with research
organizations and competitors has a
positive effect on product innovation
capability. Process innovation capabilities
and product innovation capabilities
positively influence new product
performance.
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