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Market-Driven Winners’

George S. D&y

Abstract

Who will prosper in today’s environment of rapiddaimpredictable change?

Some would say that newcomers will have an advanbegause they have no
history to overcome or earnings to protect. There @many examples of upstarts
who have used a superior market orientation to gagnificant advantage over
incumbents with far greater resources.

It is not size or history that counts, but a superbility to understand, attract
and keep their valuable customehs other words, the winning firms — whatever
other advantage they may have — will also be matkeen.

Becoming market driven is not something that isedguickly or easily. It cannot
be delegated to the marketing department for iunes the willing involvement of
all functions. Many firms will take up the markeivén banner but will not
succeed either because of a shortage of knowledgéack of determination.

It is a far-reaching and fundamental change for pnamganizations, requiring
them to abandon the very traditions that contriloute their past success.

Keywords: Market-Driven Management; Market-Driven Organiaas; Market
Orientation; Customer Orientation; Competitor Otation.

First Directwas the world’s leading telephone-only bank, amdféstest growing
bank in Britain during the nineties. It had over@ihe notorious inertia of the
retail customers of the four big chartered banksattvact 650,000 affluent
customers in less than seven years. These custaalérd 24 hours a day, seven
days a week to pay bills, trade stock, arrange gages or buy any of 25 financial
services.

The concept of a bank with no branches originatedhie convergence of
improvements in call center technology, the avditgbof an automatic teller
machine network to provide cash, and a high lefetlissatisfaction with the
service in the established banks. Meanwhile, rebeby First Direct revealed a
substantial segment of bank customers who didnittwa visit their branches or
found the hours inconvenient.

" This article is adapted from George S. Day, TheketaDriven Organization, New York: Free
Press, 1999
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Traditional banks ignored phone banking at firstwidver, the explosive growth
of First Direct soon caught their attention. Witlive years, there were 14 direct
competitors with another 15 rivals using differ&gthnologies such as touch tone-
based services. How did First Direct keep up watpid growth and beat so many
well-funded imitators? One answer is that they Yeny low operating costs, which
meant low customer charges, while their highlyriedi banking representatives
delivered the best customer satisfaction ratinghenndustry.

First Direct's most observable advantage was aopypically market-driven
organization. Their culture contrasted sharply wiitl formality of the established
banks and emphasized openness, being right theifirs and responsiveness. The
2,400 banking representatives saw themselves alsleprosolvers providing
trouble-free banking with a personal touch. Theyemgupported with extensive
investments in information technology and trainiignese systems also enabled
the firm to learn a great deal about their custenaard cross-sell other products.
Yet there was no complacency within the managertesarh. They realized they
would have to do more to tighten relations with toogers while providing
Internet-based banking services to stay aheadernfuture. By working hard to
build a market-driven organization, First Direcslstayed on top in the intensely
competitive U.K. market for telephone banking.

Failing to Monitor Vital Signs

In contrast,Johnson & Johnson’sardiology unit squandered its lead in a new
market by failing to react to market changes. Likest Direct, J&J was a pioneer
in defining a new market in 1994 when it introdu@etevolutionary device called
a stent, which held open obstructed heart vessigfs arvtiny metal scaffold. The
benefits of this new device were so compelling tbatdiologists adopted it en
mass. Within two years, J&J had sold a billion dl worth — at 80% gross
margins — and held 91% of the market. Yet, by 1988ir share had collapsed to
8% and they faced two entrenched competitors.

How did this highly regarded marketer of Tylenot@and-Aids lose what they
thought was an insurmountable lead? At the head lohg list of shortcomings
was a failure to listen to the market and keep vatiag. Perhaps because they
were new to the cardiology marketplace, they weérsahsitive to the needs and
frustrations of the doctors. The first version beit stent had limitations that
doctors soon found annoying: it was hard to usgome situations, came in only
one size and couldn’t easily be seen in the X-thgswere used to locate and then
guide the stent through the arteries.

J&J was slow to address these problems becausartie unit had its hands full
just meeting demands. Also their ability to inn@vatas impeded by a culture with
a pharmaceutical company mindset that was unusebetspeedy development
cycles of medical devices firms, and a traditiommbanization with strong
functional departments that created obstacles taustomer focus. Their
challengers had an advantage because they werguweaf into teams that were
adept at getting products to market quickly. Wh&a finally made improvements,
their rivals had already beaten them to market yrtiducts that were easier to use
and less expensive.
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These rivals also benefited from J&J's inflexilyiliin pricing as hospitals
struggled to cope with the unexpectedly high cdststents. Initially insurers
wouldn’t pay the added costs, but relented in e fof compelling evidence of
the cost and lifesaving benefits. While the steltimately won the support of
insurers, J&J's higher-priced products didn’t. Tdmmpany’s lack of empathy for
the cost pressures of the hospitals alienatedanfial luminaries in the field who
then welcomed the new competition.

1. Understanding the Orientation to the Mar ket

How did First Direct stay on the top of its markétile Johnson & Johnson lost
control of the market it helped to create? Bothméirlaunched breakthrough
innovations, but the difference was that First Bireras more market-driven. It
demonstrateda superior ability to understand, attract and kee@luable
customersThis is the definition of a market-driven firm.

By putting ‘superior’ into this definition we remdnourselves that winning in a
competitive market means outperforming competit@sir abilities cannot be
judged without reference to the ‘best of class’ peftitor or competitive
alternative. | am frequently asked who are the muatket-oriented firms. This is
not the right question, because there are no alessiandards. What matters is that
you are more market-oriented than your rivals.

The definition also incorporates Drucker’s dictumattthe purpose of a business
Is to attract and satisfy customers at a profitt gtisfaction is not sufficient, for
customer acquisition is costly, so real profitapicomes fromkeepingvaluable
customers by building deep loyalty that is rooted mutual trust, bilateral
commitments and intense communication.

Market-driven organizations know their markets lsoroughly that they are able
to identify and nurture theivaluable customersand have no qualms about
discouraging the customers that drain profits —séhthat are fickle and cost a lot
to serve. Thus, being market-driven is about hawrggdiscipline to make sound
strategic choices and implement them consistemitl/ thoroughly. It is not about
being all things to all people.

1.1 Three Elements of Successful Market-Driven Organizations

How do market-driven organizations achieve thepesior ability to understand,
attract, and keep valuable customers and condisteim in their markets? A
decade’s worth of research and the careful disseci best practices has banished
the myth of a simple answer. Reality is found ie #@rtful combination of the
defining elements.

An externally oriented culturevith dominant beliefs, values, and behaviors
emphasizing superior customer value and the caaitiguest for new sources of
advantage.

Distinctive capabilitiesin market sensing, market relating, and anticipator
strategic thinking. This means market-driven firane better educated about their
markets and better able to form close relationswigis valued customers.
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The clarity of their strategic thinking helps thelavise winning strategies that
anticipate rather than react to market threatsogpartunities.

A configurationthat enables the entire organization to continuatiyicipate and
respond to changing customer requirements and edkelitions. This includes
all the other capabilities for delivering custonvalue — from product design to
order fulfillment, plus an adaptive organizationside, and all the supporting
systems, controls, measures and human resourceiegoliAll aspects of the
configuration are aligned with a superior valuepmsition.

Supporting these three elements isslaared knowledge bas@ which the
organization collects and disseminates its mamgghts. This knowledge builds
relationships with customers, informs the comparstistegy and increases the
focus of employees on the needs of the market. AcBs in information
technology present new opportunities to build #iared knowledge base, but only
if the technology is applied with a clear marketus.

These elements reinforce one another in a marketrdrorganization. They
don’t simply add together; instead they are muttgilve, so a weakness in one
area afflicts the others. A rigidly functional orgmation with fiefdoms that
carefully protect their turf will thwart the shagnof market learning and
undermine efforts to introduce an open, particymtculture. Each of these
elements must be at least as good as the bestafvlis if the overall market
orientation is to ensure the strategy gains anradge.

1.2 The Role of Culture

In a market-driven firm, a pervasive market oriéintais woven into the fabric
of the organization. It is seen in what Jan Carlshen CEO of the Scandinavian
Airlines System, called the ‘million moments ofttruthat determine the collective
experience of customers as they interact with cabaiff, ticket agents, baggage
handlers, and ticket takers. Whether these fromt-lpeople actually deliver
superior customer value depends on their havingritie incentives, tools, and
organizational setting. When they are part of ducelthat insists on putting the
customer first, while staying ahead of competitthey have a reason for doing
their jobs. Then ‘quality’ becomes a collective @eation rather than an imposed
dictum, ‘customer retention’ a meaningful motivatioather than a mechanical
metric, and ‘cross-functional teams’ are mechaniBmgnprovement rather than a
time consuming indulgence.

On the other hand, a lack of a market-driven caltwas one of the factors that
contributed to Motorola’s downfall in the cellulalephone market. Its failure to
develop digital systems and address customer sepritblems led to the decline
of its share of the cellular phone from 60% to 3détwveen 1994 and 1998.

Motorola was focused on making a better analog ehehile the market was
marching toward digital technology. It mishandledlationships with key
customers operating cellular networks and undeneséid the challenge from
rivals such as Nokia, Qualcomm, and Lucent.

The signals from its main customers couldn’t haeerbclearer. In the early
1990’s executives from McCaw Cellular (now AT&T Wless Services) decided
the future of cellular was digital. Over the nesivfyears, they met repeatedly with
Motorola managers who said they would work on it ¥Yh 1996, just as AT&T
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was rolling out its digital network, Motorola unied its Star TAC phone — a
design marvel, light, smaller than a cigarette pakd analog! AT&T had no
choice but to turn to Nokia and Ericsson for dighandsets. Why did Motorola
miss or ignore the signals from its customers aralg? Some argue it was hubris;
that the company was blinded by its success intiage¢he cellular phone market.
However, Christopher Galvin, the CEO, also attelouthe problems to a culture
that was engineering and product-driven and ditcaby internal rivalries.

Contrast Motorola’s aloofness with the behaviodohn Chambers, the CEO of
Cisco Systems, the networking giant that providesrouters, hubs, and switches
that make the Internet feasible. He is passionabeitaavoiding the arrogance that
makes technology-driven companies unresponsiviegio ¢ustomers.

Before his first board meeting as chief executlve,insisted on staying to sort
out a customer problem and was half an hour latéhi® meeting. It was a clear
sign that customers were a top priority. Every @vgme goes through voice mails
from managers who are dealing with customers oridiitecal list.” He insists on
voice-mail because he wants to hear the emotiorthen voices, which is
undoubtedly amplified because their pay is clogedy to customer satisfaction
levels. These signals from the top contribute dyetat the distinctive ‘feel’ of
Cisco that sets the company apart.

1.3 TheRole of Capabilities

In addition to culture, the market-driven organiaathas distinctive capabilities
for market sensing, market relating and stratdgiking. Capabilities are bundles
of closely integrated skills, technologies and clative learning. The market-
driven organization has superior capabilities inrket sensing — reading and
understanding the market. It also has superior ibjpes in market relating —
creating and maintaining relationships with custene

Finally, the market-driven organization has capaéd in strategic thinking that
allow it to align its strategy to the market andpheanticipate market changes.

Intuit offers a powerful demonstration of how thesaperior capabilities in
market sensing and relating contribute to a comigasiyccess. How did Intuit’'s
Quicken gain a near monopoly in personal finance softwaespie fierce
competition from Microsoft and others? When IntaitnchedQuickenin 1983, it
faced 43 competing products and soon found it$aifrgy down Microsoft, which
had bested rivals in word processing, spreadshasdspresentations.

Yet Intuit managed not only to survive but to doaten By 1997 Quickenheld
75 percent of the market because it was easiesddhan the alternatives.

The vast majority of Quicken customers simply bbg program, load it into
their computer, and begin using it without readthg manual. This delights
customers who then tell their friends. It also pesathe makers of the program
who believe, ‘we are successful when the custosieuccessful,” in the words of
Scott Cook, the founder.

An essential ingredient of Intuit's success is hitghly tuned market sensing
capability. Teams of software developers watch dorall hints of where the
program might be difficult or confusing to find wsayto make Quicken
progressively easier to use. Intuit listens notyawol current customers but also
non-customers, who make up 80 percent of the sishjeds usability labs.
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Intuit employees visit customer homes to see hay thrganize their finances
and install their software. Customer service isic rsource of insights into
potential problems and latent needs to feed theeldpment process. When
employees on the help line started hearing abaitptioblems small businesses
were having when usinQuickento keep their books, the company developed
Quick Books They learned that the smallest companies haceduto Quicken
because all the other packages were designedusdaeby an accountant and were
much too complicated and sophisticated for theedse If you didn’t know what
an audit trail was, it wasn’t necessary to havefé¢lagure in your software.

The new product was so well received that it cagatufO percent of the market
within two years of introduction.

1.4 TheRole of Configuration

The third element of the market-driven organizatisra distinctive context in
which the culture and capabilities of a market-@nivorganization are embedded
and activated. Thisonfigurationis the nested relationship of the firm’s culture,
capabilities and processes in the structure offithe It includes the capabilities
for market sensing, market relating and stratdgitking discussed above, as well
as other capabilities and assets of the businesstpe organizational structures
and supporting information, control, and rewardteys. Competitive success
comes when all these elements are aligned withrgpething value proposition.

The configurations of firms with a strong marketeatation are distinguished by:

Strategic focus on the markefThe configuration of the market-driven
organization is designed around a focus on defigeguperior customer value.
This strategic theme is the central tent pole adowhich all the elements are
orchestrated and connected. This ensures that ualttibnal activities and
investments are part of an over-riding businessahfmtused on the market.

Coherence of elementsThis is achieved when all the elements of the
organization — culture, capabilities and configat— complement and support
each other. Conversely, incoherence leads to dews in the strategy and
implementation, creating lapses that the custoseisually the first to see. If the
service department can't follow through on the waaty promise and its systems
can't talk to the rest of the organization, youdavrecipe for confusion. The sales
force won’'t hear about complaints until too laté)ingy is haphazard and the
customer is forced to play telephone tag as everyasses the buck.

Flexibility. Markets change, so the configuration should mo& Istraitjacket that
inhibits trial-and-error learning and continuouspnovement. The challenge for a
market-driven organization is to devise a structhig can combine the depth of
knowledge found in a vertical hierarchy with thespensiveness of horizontal
process teams. Otherwise, even the best-aligneghizagion will ultimately find
itself out of step with the market and face expemn$ietooling’ of its organization
to meet the new demands.

1.5 The Payoff to Market Orientation

Why is it important to be market-driven? The superbilities of the market-
driven firm lead to bottom-line benefits from impeal performance. Although

Edited by: ISTEI University of Milan-Bicocca ISSN: 1593-0319

17



© SYMPHONYA Emerging Issue in Management, n. 2, 22001
www.unimib.it/symphonya

managers have been exhorted to ‘stay close toroessy and ‘put the customer at
the top of the organization chart’ for at leasty#@rs, this advice had to be taken
on faith until recently. Now, a growing body of eesch has found that market-
driven firms usually are more profitable than thewals, a conclusion that has
been sustained with a variety of measures and mgtho

Although these studies have not been able to titaeeprecise reasons why a
market orientation enhances profitability, cluesnir other sources indicate the
benefits of a market orientation are the result of:

Superior cost and investment efficienbipt all customers are equally attractive,
and loyal customer are considerably more profitaléen others. A market-driven
firm is better able to identify and keep its prafite accounts, and understands the
pay-off from its marketing investments.

Employee satisfactiorBatisfied employees are both a cause and conses|o¢
customer satisfaction. They are also more commited enthusiastic about the
firm, more productive, and because they are moyalldhe costs of recruiting,
selecting, and training are lower. The cost of @ygé turnover is also lower — not
only the direct costs of hiring the replacement{ the indirect costs of lower
productivity as replacements learn their jobs arudkén relationships are repaired.

Price premium A market orientation contributes to a more powenalue
proposition, which translates into greater valwa tisually is rewarded with a

price premium.

Revenue growthHere the evidence is not so conclusive, but weeeixthat a
superior ability to anticipate changing market iegments and target innovation
efforts more effectively should have top-line bétsef

Competitive preemptionWith highly satisfied customers, the firm hasceed
switching barriers that competitors cannot easileabh. These could be
psychological (the customer is comfortable in #latronship and resists changing)
or economic (there is a large perceived cost &rtasnaking a switch).

These bottom-line benefits are derived from a $@&tterent advantages market-
driven firms have over more internally focused Isvd hese advantages, are drawn
from a superior ability to understand markets argligerior ability to attract and
retain customers. The market-driven organizatidoeiser able understand markets
by sensing emerging opportunities, anticipating petitor's moves and making
fact-based decisions. It is also better able t@l@estomers by delivering superior
value, encouraging loyalty and leveraging its mankeestments.

2. Superior Ability to Understand Markets

A superior ability to sense opportunities, anticgpaoves of competitors and
make fact-based decisions are important manifesimtbf market understanding.

Superior Ability to Sense Emerging Opportunitigsrket-driven firms are adept
at anticipating and acting on market shifts and rging opportunities ahead of
competitors. Thus, General Electric saw the pagéimtiaugmented services earlier
than its rivals in markets as diverse as locomstiaed factory automation, and
British Airways became a leader in providing arflight experience that reduces
the burdens of long flights. Both firms recognizbdir offerings were susceptible
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to the inexorable forces of commoditization as cetiprs catch up, and that
customers buy the expectations of benefits andisakito their problems.

This ability to anticipate opportunities comes frammore creative view of the
market. Former British Airways chairman Sir ColinaMhall firmly rejected the
commodity mindset as misguided thinking ‘that aibess is merely performing a
function — in our case, transporting people frormp@ to point B on time and at
the lowest possible price,” Instead, British Airngagoes ‘beyond the function and
price to compete on the basis of providing an eepee.” Similarly, Disneyland is
more than a theme park because it provides an a&p@yand predictable
experience for families, and American Express effar card with a sense of
financial security and cachet that tells the wgdd've arrived.

Organizations motivated to find and offer betteluBons and experiences to
their chosen customers have a different mindsetcaftdre. That is particularly
reflected in the priorities of their leaders. Emy@es instinctively know that
customer satisfaction and retention are the firgtripy, and this encourages them
to continually seek new ways to excel in servingtemer. The strongly market-
driven culture of British Airways can be tracedtb@® behaviour and example set
by Sir Colin Marshall. For this he was admired aespected by the organization
he led. Sadly, his successor was not able to suitisi culture.

Superior Ability to Anticipate Competitors’ MoveBlarket-driven firms are
focused not just on sensing needs of customerslbaton anticipating the moves
of rivals in the market. A continuing point of cention is whether a firm can be
both customer and competitor oriented. Can the etads concept, which calls for
putting the customer first in all decision, coexigth the aggressive competitive
posture of Jack Welsh of GE who advises his masaigefthit your competitors
before they are big enough for it to be a fair figh

Of course a myopic focus on simply beating compeditat all costs is
destructive, and a sure recipe for a profit-sapgnge or promotion war. On the
other hand, superior customer value can only besassl in relation to the
offerings of rival firms. This is why market-drivefirms are so intensely
competitive; they watch their rivals closely to seRky they may be gaining an
edge, become paranoid about disclosing moves pueetat calibrate their
performance against the ‘best of class,” and catebwins against competitors.

In short, they integrate a customer and competit@ntation.

Competitive rivalry has been likened to a multi-dmsional game of chess where
the board keeps changing size and shape, new playeerge and the rules keep
changing as customers’ requirements change. Mdrketn firms are especially
adept at anticipating the moves of their competjttwoth the moves they initiate
and their reactions, and spreading this informatimoughout the organization.
Firms that lack this capability are often caught dwyprise when attacked by a
competitor. The early indicators may have been te@t throughout the
organization but no one pulled the clues togetheense a pattern.

Superior Ability to Make Fact-Based Decisiom&ther than basing decisions
solely on gut instincts or qualitative researcle, tmarket-driven organization has a
superior ability to make decisions based on th&sfdtcan base its strategy on the
actual behaviour of customer and competitors, farmation that provides insights
into future opportunities and risks. This requiteswledge bases that capture
what is known about a) market structure — how &ee dompetitive boundaries
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shifting and market segments evolving? b) markgpoases — what are the drivers
of customer value and how will consumers, competielmd channels respond to
these drivers?, and c) market economies — whetteeigirm making money, and
what moves will improve profitability?

Superior Ability To Attract and Keep Valuable Custews In addition to an
ability to understand markets, the market-drivemfis better able to attract and
retain valuable customers. This can be seen abitiy to deliver superior value to
customers, retain valuable customers and makeidesithat leverage marketing
investments more efficiently.

Ability to Deliver Superior Customer Valu€o attract and retain customers, the
company must offer superior value. Within a maweten organization, there is a
pervasive understanding and commitment by all fonst to a well defined
positioning theme that emphasizes superior valiresé& firms know their target
markets intimately well and focus obsessively om tiings that these customers
value most highly. This is true of firms as widegang as Wal-Mart with its
promise of ‘always the low price,’ to Dell Compugewith its ability to cost-
effectively tailor personal computers to individwatjuirements, and Hertz which
excels in no hassle, speedy rental car servicah®rbusiness traveler. A clear
focus on customer value is also a hallmark ofNhieelstand the small and mid-
sized companies that are the export engine of gren@n economy.

They dominate the global markets for highly spéotal products such as
labeling machines for beverages, metal filters,kbouling textiles and sunroofs
for cars. They concentrate their energies on tkasacustomers in these markets
value most: product quality, closeness to custopsavice, economy, quality of
employees, technological leadership, and innovaéss. Employees know what
their customers want by staying in close and fratjaentact. This ensures that the
people with the technical knowledge have a deepr@alistic understanding of the
customers’ situation and are not likely to undeneste application problems.

Superior Insights into How to Keep Customéarket-driven organizations also
understand how to nurture customer loyalty. Thesmpanies recognize that
customer satisfaction alone is not enough. Satisfacmust be converted to
relationships and loyalty.

In 1987, Xerox made customer satisfaction its rsglpeiority, in the belief that
meeting or exceeding customer expectations wasssae before market share
and profitability could be improved. To act on thislief management
implemented a famously elaborate customer satisfagirogram that featured
highly visible top management involvement, a redtrted organization with
multi-functional teams at the local district levdgrmal complaint resolution
procedures, rewards tied to achieving customesfaation targets, and ambitious
objectives for improvement. All these elements weied together with a
comprehensive measuring and monitoring system.

In the course of tracking customer satisfactiormmoXanade a startling discovery.
If satisfaction is rated on a 1 — to — 5 scalemfroompletely unsatisfied to
completely satisfied, the 4's — though reportireytivere satisfied — were six times
more likely to defect than the 5's. This challengieel prevailing assumption that
satisfaction and loyalty move in tandem. At abolg tsame time Frederick
Reichheld of Bain Consulting was also finding tlgfalty was an important driver
of profitability, and could be greatly increasedmfinaged properly. Armed with
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these insights into the behaviour and underlyingnemics of the copier market,
Xerox in 1996 changed both objectives:

- From: 1. Customer satisfaction To: 1. Customemiteia

- 2. Market Share 2. Employee satisfaction

- 3. Profitability 3. Market Share

- 4. Profitability

Many other market-driven firms have followed therdéelead to make customer
retention and loyalty the centerpiece of their tetyjg and objectivesSuperior
Ability to Leverage Market Investmentslarket-driven firms understand the
importance of making long-term investments in usterding and attracting
customers. They recognize the cause-and-effectections between what they
spend on marketing and revenue. They achieve highaitability by making
better long-run investments. These firms know that process of developing a
loyal customer takes time: from creating awareiiessigh generating interest and
trial to inducing loyalty. They focus on the longarreturns from their marketing
investments relative to competitors, understanavhgch customers are profitable
to pursue, and knowing how to encourage loyaltydaucing customer acquisition
costs.

Many expense-oriented managers, by contrast, itiplibehave as though
projected sales revenue determines the marketirdgeiu This leads to the
common practice of setting advertising budgets abessforce expenditures as a
percentage of anticipated sales. This thought gsemphasizes cutting marketing
expenditures, or comparing spending ratios withugtiy norms to decide what to
spend. By not understanding where and how they madeey in their markets,
much of this spending is ineffective.

2.11sBeing Market-Driven for Everyone?

Do these advantages of being market-driven appil tirms or just to particular
types of firm? Can’t firms be successful withouingemarket-driven?

What about Shell? Dell? Honda? Intel? Boeing? Nedderck? Each of these
firms and other market leaders would point to défe sources for their enduring

advantages.

For Merck it would be superior science, Intel keepsoleting its own chips with
superior design, Dell has mastered the mass cusation of personal computers
and Shell would cite its decentralized structurat thnables its 100 operating
companies to take on local colorations. Each waeltbgnize the payoff from
being market-driven but would not credit superidills in understanding,
attracting and retaining customers as a primarpfao its success.

Yet these companies are actually more market-drilian they might think. If
we could objectively dissect these and other creaibsuperior shareholder value,
we would find they outperform their rivals on somemost of the elements of a
market orientation. Their cultures, capabilitieBustures, and strategic thought
processes interact with and reinforce the othemrcesuof advantage. These
enhancing and enabling effects may be obscured friaw because they are
woven into the complex fabric of the organization.
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A good example is Nucor, which has successfullytdreats slower moving
integrated rivals in the steel business. It mightpfirst to its mastery of minimill
manufacturing, its egalitarian culture and exceploproductivity as the key
sources of its advantage. But this company, thrabhgHeadership of Ken Iverson,
who perfected an unconventional ‘trust your indgghenanagement style, is also
much more market-driven than the competition. Thikuce puts a premium on
information sharing and tapping into collective sasn. This is essential to the
functioning of a flat, highly decentralized struguhat gives managers unusual
autonomy — and keeps them close to their diverseket®a Relations with
customers are open and straightforward — therenarspecial discounts from
posted prices as is the practice with other congzani

Strategic choices are guided by intimate knowledfés competitors. Nucor
entered the flat-rolled steel market with a lowicdkin-slab casting technology
because managers had confidence in their abilitpriovate, and they knew the
competitors wouldn’t be able to imitate. In shanmianifests all the attributes of a
market-driven organization — but these attributes reot grafted onto a resistant
organization, they are an integral feature.

2.2 Market-Driven Winners

Who will prosper in today’s environment of rapiddaimpredictable change?

Some would say that newcomers will have an advenbmgause they have no
history to overcome or earnings to protect. Theeermany examples of upstarts
like First Direct and the firms that opposed J&J3ha stent market, who have used
a superior market orientation to gain significadvantage over incumbents with
far greater resources. Yet there also are establiShms such as Schwab, Dell and
Henkel that have been able to stay connected io merkets during a time of
tremendous change.

It is not size or history that counts, but a supreability to understand, attract and
keep their valuable customers and a willingnesse&p reorienting themselves as
markets changén other words, the winning firms — whatever otadvantage they
may have — will also be market driven.

Becoming market driven is not something that isedguickly or easily — the
transformation may take years. It cannot be dedebgtd the marketing department
for it requires the willing involvement of all fuions. Many firms will take up the
market-driven banner but will not succeed eithecabse of a shortage of
knowledge or a lack of determination. It is a faaching and fundamental change
for many organizations, requiring them to abandbe wvery traditions that
contributed to their past success. But becausetimgeghe market-driven
organization is challenging, it also means thatftbkl will be less crowded for
those that succeed.
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