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What isthe Predictive Power of Market Orientation?

Abstract

The mgority of studies on market orientation claim that compelling evidence exists that market
orientation has a positive effect on business performance. This study takes a closer look at forty
studies that have addressed the relationship between market orientation and business
performance in the past thirteen years. The results show that there is no unequivocal evidence as
to if and when market orientation has a positive impact on business performance. There is
however some unequivocal proof, albeit l[imited, on how market orientation influences business
performance. These findings are unsettling for academics and managers because market

orientation is the foundation of marketing strategy.

I ntroduction

Market orientation is a business culture that: (1) places the highest priority on the profitable
creation and maintenance of superior value for customers while considering the interest of other
stakeholders, and; (2) provides norms for behaviours regarding the organisational generation of,
dissemination of, and responsiveness to market information (Deshpandé, Farley & Webster
1993; Kohli & Jaworski 1990; Narver & Slater 1990). Moreover, Hunt & Morgan (1995) state
that a market-oriented culture produces a position of sustainable competitive advantage and,
thus, superior long-run financia performance. In line with this reasoning researchers have
extensively pursued an understanding of the link between market orientation and business
performance in the past twelve years. These studies have, in general, claimed that market
orientation has positive effects on business performance (e.g., Jaworski & Kohli 1993; Narver &
Slater 1994). Not surprisingly, the interest in the assumed positive relationship between market
orientation and business performance has ostensibly remained steadfast for its apparent

predictive power with regard to business performance (Matsuno, Mentzer & Ozsomer 2002).



A closer look at the results of the body of empirical research on the relationship between market
orientation and business performance reveals however that the predictive power of market
orientation is still an open question (Deshpandé & Farley 1998). For example, Ruekert (1992)
and Slater & Narver (1994) find a positive direct relationship, Hart & Diamantopolous (1993)
and Han, Kim & Srivastava (1998) report no direct relationship, while Jaworski & Kohli (1993)
and Narver & Slater (1990) encounter mixed results. These inconsistencies are unsettling,
because they suggest that being market-oriented, a good management practice and the foundation
of marketing strategy formulation and execution, may not always be beneficial for a firm. This
contention is an unnerving one for managers who believe in market orientation: know the
market, share the market information and act on it (Jaworski & Kohli 1993). The purpose of this
study is therefore to investigate the predictive power of market orientation with regard to
business performance. To this end we examine forty key studies that have addressed the
relationship between market orientation and business performance in the past thirteen years. The
descriptive work reported here is in the spirit of meta-analysis, and helps shape the field by
directing researchers attention towards research issues that really add to the existing knowledge

on market orientation.

Measuring market orientation

Homburg & Pflesser (2000) distinguish two complementary perspectives on market orientation:
behavioural and cultural. The behavioural stream of research describes market orientation in
terms of specific behaviours related to the organisationwide generation of market intelligence
pertaining to current and future customer needs, dissemination of this intelligence across
departments and organisation-wide responsiveness to it (Kohli & Jaworski 1990). Key features
in this view are a focus on markets, an emphasis on a specific form of inter-functiona co-
ordination and a focus on activities related to information processing. To measure market

orientation from this behavioural perspective Jaworski & Kohli (1993) developed a scale that



was later labelled MARKOR by Kohli, Jaworski & Kumar (1993). This 20-item scale was
constructed using nonlinear factor analysis of matched samples of senior marketing and non
marketing executives from 222 strategic business units. The MARKOR scale is shown in

appendix A.

The cultural stream describes market orientation as a culture that commits the organisation to the
continuous creation of superior value for customers (Deshpandé, Farley & Webster 1993; Narver
& Slater 1990). This culture creates an environment that maximises opportunities for learning
about markets, for sharing information among functions in the organisation that allows for
common interpretations, and for taking co-ordinated actions (Slater & Narver 1994). The result
is an integrated effort on the part of employees and across departments in an organisation to
create superior value for customers, which, in turn, gives rise to superior business performance.
Narver & Slater (1998, p.235) emphasised the importance of the cultural perspective in
comparison to the behavioural approach: “If a market orientation were simply a set of activities
completely disassociated from the underlying belief system of an organisation, then whatever an
organisation’s culture, a market orientation could easily be implanted by the organisation any
time. But such is not what one observes.” For example, one study indicated that only 36% of a

sample of UK firms has embraced a comprehensive market orientation (Greenley 1995a).

Homburg & Pflesser (2000) notice that research within the cultural perspective, athough based
on a cultural definition of market orientation, has typically measured market orientation in terms
of behaviours. For example, Narver & Slater (1990, p.20-21) define market orientation as “the
business culture that most effectively and efficiently creates superior value for customers’, but
they measure market orientation through three behavioural components (i.e, customer
orientation, competitor orientation and interfunctional co-ordination) that constitute “the

activities of market information acquisition and dissemination and the co-ordinated creation of



customer value.” To measure these activities Narver & Slater (1990) developed a 15-item factor-
weighted scale, which was tested on split samples of 371 self-administered questionnaires from
top managers o 113 strategic business units of a single corporation. Similarly, Deshpandé,
Farley & Webster (1993, p.27) define market orientation as “the set of beliefs that puts the
customer’s interest first, while not excluding those of all other stakeholders .... in order to
develop a long term profit”, but developed a 9-item behavioural market orientation scale using
results from a study of 138 Japanese executives. The scales developed by Narver & Slater (1990)

and Deshpandé, Farley & Webster (1993) are shown in appendices B and C.

More recently, Deshpandé & Farley (1998, p.226) defined market orientation as “the set of
cross-functional processes and activities directed at creating and satisfying customers through
continuous needs-assessment”. To measure market orientation they developed the MORTN
summary scale. This scale was synthesised from the three existing scales by Kohli, Jaworski &
Kumar (1993), Narver & Slater (1990) and Deshpandé, Farley & Webster (1993), in a study of

eight European and nineteen US companies. The MORTN scale is shown in appendix D.

In summary, scholars designate being market-oriented as an important factor that creates a
setting conducive for behaviours by employees throughout the organisation. These congruent
behaviours are directed at the continuous creation of superior value for customers that leads to

superior business performance.

Market orientation and business perfor mance

In line with this reasoning, and using the scales previously described, researchers have pursued
an understanding of the link between market orientation and business performance by
investigating: (1) a direct relationship (e.g., Pelham 1999; Ruekert 1992); (2) a moderated link

(e.g., Greenley 1995b; Pelham 1997), and; (3) a mediated relationship (e.g., Baker & Sinkula



1999b; Han, Kim & Srivastava 1998). Table 1 provides a summary of key studies that have

addressed the relationship between market orientation and business performance.

<< Table 1 about here >>

Sudies investigating a direct relationship: The overview reveals thirty-nine studies that have
investigated the direct influence of market orientation on ninety indicators of business
performance.’ Together these studies reveal sixty-one (67.8%) positive effects of market
orientation on measures of business performance, twenty-seven (30.0%) non-significant effects,
and two (2.2%) negative effects. For example, Ruekert (1992) and Slater & Narver (1994) find
positive effects, Han, Kim & Srivastava (1998) and Greenley (1995b) reports no effects, while
Grewa & Tansuhg (2001) encounter negative effects. Thus, we conclude that the evidence on

the direct business performance impact of market orientation is, at least, equivocal.

It is important to note that these irregularities in effects occur within and across studies. Within
Appiah-Adu’s (1998) study, for instance, market orientation is positively related to growth in
market share, profit margins and overall performance, but not to new product success. Likewise,
within Selnes, Jaworski & Kohli’'s (1996) study market orientation has a positive effect on
overall performance, but not on market share. Looking across studies Slater & Narver (1994), for
example, report a positive effect of market orientation on ROA, but Slater & Narver (1996)
report no link between market orientation and ROA. Similarly, Harris (2001) reports no effect of
market orientation on organisational performance, while Harris & Ogbonna (2001) report a

positive link between market orientation and business performance.

! Nineteen (48.7%) studies report positive effects, ten (25.6%) studies report non-significant effects, two (5.1%)
studies negative effects, and eight (20.5%) studies report mixed effects.
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Table 2 compares the findings across studies that use different scales to measure market
orientation. The findings show that the study that uses the MORTN scale by Deshpandé &
Farley (1998) reports the highest share (100.0%), and that studies applying Deshpandé, Farley &
Webster's (1993) scale report the lowest share (37.5%) of positive relationships between market
orientation and measures of business performance. These two scales have, however, rarely been
used to measure market orientation. The results also reved that the two most frequently used
scales to measure market orientation, those of Kohli, Jaworski & Kumar (1993) and Narver &
Slater (1990), report similar shares of positive links between market orientation and measures of
business performance. In studies that apply the MARKOR scale 69.6% of the total number of
effects is positive, 26.1% of the effects is non-significant, and remarkably, 4.3% is negative. In
studies that utilise Narver & Slater’s (1990) scale 65.9% of the effects is positive, 31.8% is non
significant, and 2.3% is negative. Research that employs adaptations of one or more of the well-
established scales, reports that 84.6% of the effects found is positive and only 15.4% is non
significant. Thus we conclude that the predictive power is dependent upon the scale used to

measure market orientation.

<< Table 2 about here >>

Table 3 summarises context-specific differences in the findings in the link between market
orientation and performance. The results illustrate clearly that the few studies conducted in
continental Europe (100%) and the Middle East and Asia (82.4%) report the highest shares of
positive links between market orientation and measures of business performance. The findings
revea that the many studies carried out in the US report that 67.6% of the effects is positive.
Remarkably, the results show that the studies performed in the UK report the lowest share

(28.6%) of positive relationships. In cross-national research 66.7% of the total number of effects



is positive and 33.3% is non-significant. Thus we conclude that the predictive power of market

orientation is context-dependent.

<< Table 3 about here >>

Table 4 illustrates sample-related differences in the results. The findings show that studies that
use a single-corporation survey report the highest share (85.7%) of positive relationships
between market orientation and business performance, while research that makes use of a dyad
or quadrad survey reports the lowest share (14.3%) of positive effects. Studies that use a cross
sectional survey (71.0%) or a single-industry survey (70.0%) report similar shares of positive
effects between market orientation and business performance. In the one study that utilises a
longitudinal approach 75.0% of the effects is positive and 25.0% is nonsignificant. Thus we
conclude that the predictive power of market orientation is dependent upon the sample used to

investigate the effect of market orientation on business performance.

<< Table 4 about here >>

Table 5 compares the results of studies using a single-informant or a multi- informant approach.
The findings revea that studies that use a single-informants approach report a higher share
(71.2%) of positive effects between market orientation and business performance than studies
that use a multiple-informants method (58.3%). This is perhaps not remarkable, because the use
of multi-informants alows for a more thorough anaysis of validity and measurement error
issues. Thus, we conclude that the predictive power is dependent upon the number of informants

used to measure market orientation.

<< Table 5 about here >>



Sudies investigating a moderated relationship: The equivocal nature of the direct performance
impact of market orientation has stimulated researchers to look for moderating effects to
understand when market orientation has a positive effect on business performance. For example,
two conceptual studies suggest that potential market-level and firm-specific factors moderate the
strength of the relationship between market orientation and business performance (Day &
Wensley 1988; Kohli & Jaworski 1990). In line with this reasoning a number of researchers have
empirically investigated the moderating effect of market-level (e.g., market turbulence,
technological turbulence and competitive intensity) and firm-specific (e.g., strategy type) factors
on the relationship between market orientation and business performance (e.g., Greenley 1995;
Jaworski & Kohli 1993; Matsuno & Mentzer 1998). Table 6 summarises the results of these

studies.?

<< Table 6 about here >>

The findings reveal that the moderating effects of specific market-level factors are inconsistent
across studies. For example, studies investigating the moderating effect of market turbulence
report two (22.2%) positive, three (33.3%) nontsignificant, and one (11.1%) negative monotonic
(i.e., linear) moderating effect. These studies also report three (33.3%) non-monotonic (i.e., nor
linear) moderating effects. Likewise, research examining the moderating effect of technological
turbulence reports one (14.3%) positive, four (57.1%) non-significant, one (14.3%) negative
monotonic, and one (14.3%) non-monotonic effect. Similar inconsistencies are found for the

moderating effects of competitive intensity (two positive, four nontsignificant, one negative and

2 |t is important to note that the direct positive effect of market orientation on business performance is somewhat
suppressed in studies that simultaneously investigate the moderating effects of market-level and firmspecific
factors. Together these ten studies report twelve (54.5%) positive, nine (40.9%) non-significant, and one (4.6%)
negative relationships. The twenty-four studies that only investigate the direct effect of market orientation on
business performance report forty-eight positive (77.4%), thirteen (21.0%) non-significant and one negative (1.6%)
relationships.



two non-monotonic) and market growth (one nonsignificant and one negative). Thus we
conclude that the findings on the moderating influence of market-level factors on the link
between market orientation and business performance are, at least, equivocal. The findings also
show that one firm-specific factor (i.e., strategy type) has a non-monotonic moderating effect on

the link between market orientation and business performance.

The irregularities in moderating effects occur regardless which scale is used to measure market
orientation. For instance, Subramanian & Gopalakrishna (2001) use Narver & Slater’s (1990)
scale to register no moderating effects for competitive hostility and market turbulence. In
contrast, Harris (2001), also employing Narver & Slater’s (1990) sale, reports nonmonotonic
moderator effects for competitive hostility and market turbulence. Likewise, Jaworski & Kohli
(1993) report no moderating effect for market turbulence, but Homburg & Plesser (2000), also
using the MARKOR-scale, show that market dynamism positively moderates the relationship
between market orientation and business performance. Thus we conclude that the irregularitiesin

the moderating effects are independent from the scale used to measure market orientation.

Sudies investigating a mediating effect: The inconsistencies in studies looking for if (i.e., direct
effect) and when (i.e,, moderating effect) market orientation has positive effects on business
performance have induced researchers to examine how market orientation influences business
performance. It is important to investigate this mediating mechanism through which market
orientation affects business performance, because it would inform managers about the
organisational traits through which they can influence business performance. In search of these
mediating factors researchers have focused on: (1) customer relationship indicators (Siguaw,

Baker & Sinkula 1998); (2) firm effectiveness (Pelham 1997), and; (3) innovation (Baker &



Sinkula 1999b; Han, Kim & Srivastava 1998). Table 7 summarises the results of these studies.®

<< Table 7 about here >>

The findings show that the relationship indicator of customers trust in suppliers positively
mediates the link between market orientation and business performance. In contrast, the indicator
of customers willingness to co-operate with suppliers negatively mediates this relationship
(Siguaw, Simpson & Baker 1998). The results also show that firm effectiveness (i.e., the
effectiveness of marketing strategy in terms of new product success, relative product quality and
customer retention) positively mediates the effect of market orientation on sales growth/market
share and profitability. Thus, Pelham (1997, p.67) concludes that “firms seeking to enhance
market-oriented behaviours should see the most immediate consequences in more effective new
product development, improved relative quality, and improved customer retention”. The studies
investigating the mediating effect of product quality and innovation reinforce this conclusion by
revealing that: (1) product quality partially and positively mediates the link between market
orientation and business performance (Chang & Cheng 1995); (2) organisational innovativeness
completely and positively mediates the relationship between market orientation and business
performance (Han, Kim & Srivastava 1998), and that; (3) the link between market orientation
and organisational performance is completely and positively mediated by innovation success
Baker & Sinkula 1999b). These findings seem to substantiate Gatignon and Xuereb's (1997)
suggestion that athough being market-oriented may lead to general benefits for the firm's

marketing activities, the ability to develop and market innovations may be critical. Which

3 It is valuable to know that the direct positive effect of market orientation on business performance is strongly
suppressed in studies that investigate the mediating effects of relationship indicators, firm effectiveness, product
quality and innovation. Together these five studies report six (16.7%) positive and five (83.3%) non-significant
relationships. Studies that only investigate the direct effect of market orientation on business performance report, as
mentioned earlier, forty-eight positive (77.4%), thirteen (21.0%) non-significant and one negative (1.6%)
relationships.
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innovation activities convert a market orientation into innovation success remains unknown. This
is important however, as it would inform managers about activities through which they can
influence innovation success, and hence business performance, as is evidenced by reports of
returns of innovation accounting for 50% or more of corporate revenues (Han, Kim & Srivastava
1998). Thus we conclude that there is some unequivocal proof, albeit limited, on how market

orientation influences business performance.

Conclusion
From atheoretical point of view the literature argues that market orientation provides a unifying
focus of individual and departmental efforts in the delivery of value to customers while aso
providing a comparative impetus with competitors' activities (Jaworski & Kohli 1993; Narver &
Slater 1990). Therefore, a market-oriented firm is more likely to achieve high levels of customer
satisfaction, keep existing customers loyal, attract new customers, and subsequently attain the
desired level of growth, market share and hence organisational performance (Homburg &
Pflesser 2000). To test this contention we examined the performance impact of market
orientation in forty key studies that used well-known scales developed by Kohli, Jaworski &
Kumar (1993), Narver & Slater (1990), Deshpandé, Farley & Webster (1993), and Deshpandé &
Farley (1998) to measure market orientation. Our review revedls that the evidence reveding if
and when market orientation has positive effects on business performance is, at least, equivocal.
There is however limited unequivocal evidence on how market orientation influences business
performance, namely through innovation (Baker & Sinkula 1999b; Han, Kim & Srivastava
1998). Thus we conclude that despite claims made in the literature such as.
- “with considerable confidence, one can say there exists a positive relationship between
market orientation and performance” (Narver & Slater 1998, p.235).
- “compelling evidence exists that market orientation leads to positive business

performance” (Matsuno, Mentzer & Ozsomer 2002, p.18).

1



the overall issue of predictive power of market orientation is, after thirteen years of extensive

research, still an open question.

Implications for research

The findings of our study raise a variety of interesting research issues such as the following:

(1) Why isit that market orientation is not always positively correlated to business performance?

(2) What are the inter-scale and intrascale characteristics of the well-established scales to
measure market orientation?

(3) Do subjective and objective measures of business performance suffice for gauging the
impact of market orientation on organisational performance?

(4) Why is the effect of market orientation on business performance not robust across various
contexts (e.g., countries, industries, markets and firms)?

(5) Could it be that only firms with a superior business performance can afford, but not always
choose to, to develop a market orientation?

(6) How does market orientation affect business performance in cross-national longitudinal
research designs?

(7) What kind of organisational activities encourage and reward market-oriented behaviours?

The impetus to answer these questions comes from a number of sources, not the least of which is
managers impatience to know for sure if, when and how market orientation influences business

performance.



References

AppialtAdu, K. & Ranchod, A. (1998) Market orientation and performance in the biotechnology
industry: an exploratory empirical analysis. Technology Analysis & Strategic Management,
10, 2, pp. 197-210.

Avlonitis, G.J. & Gounaris, S.P. (1997) Marketing orientation and company performance.
Industrial Marketing Management, 26, 5, pp. 385-402.

Baker, W.E. & Sinkula, JM. (1999a) The synergistic effect of market orientation and learning
orientation on organizational performance. Journal of the Academy of Marketing Science,
27, 4, pp. 411-427.

Baker, W.E. & Sinkula, JM. (1999b) Learning orientation, market orientation, and innovation:
integrating and extending models of organizational performance. Journal of Market
Focused Management, 3, 4, 295-308.

Bhuian, SIN. (1998) An empirica examination of market orientation in Saudi Arabian
manufacturing companies. Journal of Business Research, 43, 1, pp. 13-25.

Caruana, A., PFitt, L. & Berthon, P. (1999) Excellence-market orientation link: some
conseguences for service firms. Journal of Business Research, 44, 1, pp. 5-15.

Chan Hung Ngal, J. & Ellis, P. (1998) Market orientation and business performance: some
evidence from Hong Kong. International Marketing Review, 15, 2, pp. 119-139.

Chang, T.Z. & Chen, S.J. (1998) Market orientation, service quality and business profitability: a
conceptual model and empirical evidence. The Journal of Services Marketing, 12, 4, pp.
246-264.

Day, G.S. & Wendey, R. (1988) Assessing advantage: a framework for diagnosing competitive
superiority. Journal of Marketing, 52, April, pp. 1-20.

Deshpandé, R. & Farley, J.U. (1998) Measuring market orientation: generalization and synthesis.

Journal of Market Focused Management, 2, 3, pp. 213-232.

13



Deshpandé, R., Farley, JU. & Webster, F.E. (1993) Corporate culture, customer orientation and
innovativeness in Japanese firms. a quadrad analyses. Journal of Marketing, 57, January,
pp. 23-37.

Deshpandé, R., Farley, JU. & Webster, F.E. (2000) Triad lessons. generalizing results on high
performance firms in five businessto-business markets. International Journal of Research
in Marketing, 17, 4, pp. 353-362.

Gatignon, H. & Xuereb, JM. (1997). Strategic orientation of the firm and new product
performance. Journal of Marketing Research 34, February, pp. 77-90.

Gray, B., Matear, S., Boshoff, C. and Matheson, P. (1998) Developing a better measure of
market orientation. European Journal of Marketing, 32, 9/10, pp.884-903.

Greenley, G.E. (1995a) Forms of market orientationin UK companies. Journal of Management
Sudies, 32, 1, pp. 47-66.

Greenley, G.E. (1995b) Market orientation and company performance. British Journal of
Management, 6, 1, pp. 1-13.

Grewal, R. and Tansuhgj, P. (2001) Building organizational capabilities for managing economic
crisis: the role of market orientation and strategic flexibility. Journal of Marketing, 65, 2,
pp.67-80.

Han, JK., Kim, N. & Srivastava, R.K. (1998) Market orientation and organizational
performance: is innovation a missing link? Journal of Marketing, 62, October, pp. 30-45.

Harris, L.C. (2001) Market orientation and performance: objective and subjective empirical
evidence from uk companies. Journal of Management Sudies, 38, 1, pp. 17-43.

Harris, L.C. & Ogbonna, E. (2001) Strategic human resource management, market orientation,
and organizational performance. Journal of Business Research, 51, 2, pp. 157-166.

HarrisonWalker, L.J. (2001) The measurement of a market orientation and its impact on

business performance. Journal of Quality Management, 6, 2, pp.139-172.

14



Hart, S. & Diamantopolous, A. (1993) Linking market orientation and company performance:
preliminary work on Kohli and Jaworski’s framework. Journal of Srategic Marketing, 1,
2, pp. 93-122.

Homburg, C. & Pflesser, C. (2000) A multiple-layer model of market-oriented organizational
culture: measurement issues and performance outcomes. Journal of Marketing Research,
37, November, pp. 449-462.

Hunt, S.D. & Morgan, R.M. (1995) The comparative advantage theory of competition. Journal
of Marketing, 59, April, pp. 1-15.

Jaworski, B.J. & Kohli, A.K. (1993) Market Orientation: Antecedents and Consequences.
Journal of Marketing, 57, July, pp. 53-70.

Kohli, A.K. & Jaworski, B.J. (1990) Market orientation: the construct, research propositions and
manageria implications. Journal of Marketing, 54, April, pp. 1-18.

Langerak, F. (2001a) The relationship between customer and supplier perceptions of the
manufacturer’s market orientation and its business performance. International Journal of
Market Research, 43, 1, pp. 43-62.

Langerak, F. (2001b) The effect of market orientation on the behaviors of salespersons and
purchasers, channel relationships, and performance of manufacturers, International
Journal of Research in Marketing, 18, 3, pp. 221-234.

Matsuno, K. & Mentzer, JT. (2000) The effects of strategy type on the market orientation
performance relationship. Journal of Marketing, 64, October, pp. 1-16.

Matsuno, K., Mentzer, J.T. & Ozsomer, A. (2002) The effects of entrepreneurial proclivity and
market orientation on business performance. Journal of Marketing, 66, July, pp. 18-32.

Narver, JC. & Slater, SIF. (1990) The effect of market orientation on business profitability.

Journal of Marketing, 54, October, pp. 20-35.

15



Oczkowski, E. and Farrell, M.A. (1998) Discriminating between measurement scales using non
nested tests and two-stage least squares estimators. the case of market orientation.
International Journal of Research in Marketing, 15, 4, pp. 349-366.

Pelham, A.M. (1997) Mediating influences on the relationship between market orientation and
profitability in small industrial firms. Journal of Marketing Theory and Practice, 5, 3, pp.
1-23.

Pelham, A.M. (1999) Influence of environment, strategy, and market orientation on performance
in small manufacturing firms. Journal of Business Research, 45, 1, pp. 33-46.

Pelham, A.M. & Wilson, D (1996) A longitudinal study of the impact of market structure, firm
structure, strategy and market orientation culture on dimensions of small firm performarce.
Journal of the Academy of Marketing Science, 24, 1, pp. 27-43.

Pitt, L., A. Caruana & Berthon, P. (1996) Market orientation and business performance. some
european evidence. International Marketing Review, 13, 1, pp. 5-18.

Ruekert, R.W. (1992) Developing a market orientation: an organizational strategy perspective.
International Journal of Research in Marketing, 9, August, pp. 225-245.

Selnes, F., Jaworski, B.J. & Kohli, A.K. (1996) Market orientation in United States and
Scandinavian companies: a cross-cultural study. Scandinavian Management Journal, 12, 2,
pp. 139-157.

Siguaw, JA., Simpson, P.M. & Baker, T.L. (1998) Effects of supplier market orientation on
distributor market orientation and the channel relationship: the distributor perspective.
Journal of Marketing, 62, July, pp. 99-111.

Slater, SF. & Narver, JC. (1994) Does competitive environment moderate the market
orientation-performance relationship? Journal of Marketing, 58, January, pp. 46-55.

Slater, S.F. & Narver, J.C. (1996) Competitive drategy in the market focused business. Journal

of Market Focused Management, 1, 2, pp. 159-174.

16



Slater, SF. & Narver, J.C. (2000) The positive effect of a market orientation on business
profitability: a balanced replication. Journal of Business Research, 48, 1, pp. 69-73.

Subramanian, R. & Gopalakrishna, P. (2001) The market orientationperformance relationship in
the context of a developing economy: an empirical analysis. Journal of Business Research,

53, 1, pp. 1-13.

17



Table1:

The effect of market orientation on measures of business per formance

Study:

1. Appiah-Adu &
Ranchod (1998)

2. Avlonitis&
Gounaris (1997)

3. Baker & Sinkula
(1999a)

4, Baker & Sinkula
(1999b)

5. Bhuian (1998)

6. Caruana, Pitt &
Berthon (1999)

7. Chan Hung Ngai
& Ellis (1998)

8. Chang & Chen
(1995)

Empirical basis:

Singleindustry survey of
62 UK firmsin thebio-
industry.

Cross-sectional survey of
444 Greek industrial,
consumer and services
firms.

Cross-sectional survey of
411 US manufacturing and
non-manufacturing firms.
Cross-sectional survey of
411 US manufacturing and
non-manufacturing firms.

Cross-sectional survey of
115 Saudi manufacturing
firms.

Cross-sectional survey of
950 UK service firms.

Single industry survey of
73 firmsin Hong Kong
textile and garment
industry

Single industry survey of
116 retail stock brokerage
firmsin Taiwan.

M easur e of
market orientation:

Narver & Slater (1990)

Jaworski & Kohli
(1993)

Jaworski & Kohli
(1993)

Kohli, Jaworksi &
Kumar (1993)

Jaworski & Kohli
(1993)

Jaworski & Kohli
(1993)

Narver & Slater (1990)

Narver & Slater (1990)

Direct effect of market orientation on
measur es of business performance:*

Significantly positivefor:

- Growth in market share, profit margins,
overall performance

Not significant for:

- New product success

Significantly positive for:

- Profits, annual turn-over, ROI, market share

Significantly positive for:

- Changein relative market share, new product

success, overall performance
Not significant for:
- Organisational performance

Significantly positivefor:
- Organisational performance

Not significant for:
- Business performance

Significant positive for:

- Growth/share, relative growth/share, relative

profitability
Not significant for:
- Satisfaction with profitability

Significant positive for:
- Business performance

M oder ating or mediating effect:
Not investigated

Not investigated

Not investigated

Complete positive mediation of MO

through:

- Product innovation on organisational
performance.

Significant positive moderator effect for:

- Competitive intensity on MO-
organisational performance relationship

No significant moderator effect for:

- Technological turbulence

Not investigated

Not investigated

Partial positive mediation of MO through:
- Product quality
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Table 1 (continued)

Study:

0.

10.

11.

12.

Deshpandé &
Farley (1998)

Deshpandé,
Farley &
Webster (1993)

Deshpandé,
Farley &
Webster (2000)

Gray, Matear,
Boshoff &
Matheson (1998)

Empirical basis:

Cross-sectional survey of
82 US and European firms
in goods and services
industries.

Multi-informant (personal)
interviews in 50 quadrads
in Japan.

Multi-informant (personal)
interviewsin 148
Japanese, US, English,
French and German
quadrads.

Cross-sectional survey of
490 New Zealand firms.

M easur e of
market orientation:

Deshpandé, Farley &
Webster (1993)

Kohli, Jaworski &
Kumar (1993)

Narver & Slater (1990)

Deshpandé & Farley
(1998)

Deshpandé, Farley &
Webster (1993)

Deshpandé, Farley &
Webster (1993)

Adaptation of Jaworski
& Kohli (1993) and
Narver & Slater (1990)

Direct effect of market orientation on

measur es of business performance:* M oder ating or mediating effect:

S|gn|f|cantly positivefor: Not investigated
Narver & Slater’s (1990) performance
measure

- Deshpandé, Farley & Webster's (1993)

per formance measure

Sugn|f|cantly positivefor:
Narver & Slater’s (1990) performance
measure

- Deshpandé, Farley & Webster's (1993)
performance measure

S|gn|f|cantly positive for:
Narver & Slater’s (1990) performance
measure

- Deshpandé, Farley & Webster's (1993)
performance measure

Sugn|f|cantly positivefor:
Narver & Slater’s (1990) performance
measure

- Deshpandé, Farley & Webster's (1993)
performance measure

Significantly positive for: Not investigated
- Business performance (customer-reports)
Not significant for:

- Business performance (self -reports)

Not significant for: Not investigated

- Profits, size, growth, share

Significantly positive for: Not investigated

- ROI
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Table 1 (continued)

Study:

13. Greenley
(1995b)

14. Grewad &
Tansuhgj (2001)

15. Han, Kim &
Srivastava
(1998)

16. Harris (2001)

17. Haris&
Ogbonna (2001)

Empirical basis:

Cross-sectional survey of
240 UK industrial and
consumer firms and

product and services firms.

Cross-sectional survey of
120 Thai firms.

Single industry survey of
134 US banks.

Cross-sectional survey of
241 UK firms.

Cross-sectional survey of
322 UK firms.

Direct effect of market orientation on
measur es of business perfor mance:*

M easur e of
market orientation:

Narver & Slater (1990) Not significant for:

- ROI, new product success, sales growth

Jaworski & Kohli Significantly negative for:
(1993) - Performance after crisis

Narver & Slater (1990) Not significant for:

- Business performance

Narver & Slater (1990) Not significant for:
- Subjective sales growth, objective sales

growth, subjective ROI, objective ROI

Narver & Slater (1990)  Significantly positive for:

- Organisational performance

M oder ating or mediating effect:

Significant non-monotonic moderator effect

for:

- Market turbulence on MO-ROI
relationship

- Technological change on MO-new
product success relationship

- Customer power on MO-sales growth
relationship

No significant moderator effect for:

- Market growth

Significant negative moderator effect for:
- Competitive intensity on MO-
performance relationship after crisis
Significant positive moderator effect for:
- High demand uncertainty on MO-
performance relationship after crisis
- Technological uncertainty on MO-
performance relationship after crisis

Complete positive mediation of MO

through:

- Administrative and technical
innovations on business performance

Significant non-monotonic moderator effect

for:

- Competitive hostility on MO-sales
growth (subjective and objective)
relationship.

- Market turbulence on MO-ROI
(subjective and objective) relationship.

No significant moderator effect for:

- Technological turbulence

Not investigated




Table 1 (continued)

Study:

18.

19.

20.

21.

22.

23.

24.

25.

26.

Harrison-Walker
(2001)

Hart &
Diamantopolous
(1993)

Homburg &
Pflesser (2000)

Jaworski &
Kohli (1993)
sample |

Jaworski and
Kohli (1993)
sample

Langerak
(20014)

Langerak
(2001b)

Matsuno &
Mentzer (2000)

Matsuno,
Mentzer &
Ozsomer (2002)

Empirical basis:

Multi-informant cross-
sectional survey of 137 US
firmsin hospitality and
manufacturing industry.

Cross-sectional survey of
97 UK firms.

Cross-sectional survey of
160 German firms.

Multi-informant cross-
sectional survey of 222 US
based SBU'’s.

Cross-sectional survey of
230 USfirms.

Cross-sectional multi-
informant survey of 72
Dutch matched sets of
suppliers, manufacturers
and customers.

Cross-sectional survey of
72 Dutch matched sets of
suppliers, manufacturers
and customers.

Cross-sectional survey of
364 US manufacturing
firms.

Cross-sectional survey of
364 US manufacturing
firms.

M easur e of
market orientation:

Adaptation of Kohli,
Jaworski & Kumar
(1993)

Adaptation of Jaworski
& Kohli (1993)

Kohli, Jaworski &
Kumar (1993)

Jaworski & Kohli
(1993)

Jaworski & Kohli
(1993)

Adaptation of Jaworski
& Kohli (1993) and
Narver & Slater (1990)

Adaptation of Jaworski
& Kohli (1993) and
Narver & Slater (1990)

Adaptation of Kohli,
Jaworski & Kumar
(1993)

Adaptation of Kohli,
Jaworski & Kumar
(1993)

Direct effect of market orientation on
measur es of business perfor mance:*

Not significant for:
- Business performance

Not significant for:

- Organisational performance

Significantly positive for:
- Financial performance

Significantly positive for:
- Overal performance
Not significant for:

- Market share

Significantly positivefor:
- Overal performance
Not significant for:

- Market share

Significantly positivefor:

- Salesgrowth, profit, NPD-success, ROI

Significantly positive for:
- Financia performance

Not investigated

Significantly positive for:

- Market share, ROI, new product sales

Moderating or mediating effect:
Not investigated

Significant positive moderating effect for:
- Competitive hostility on MO-sales
growth relationship

Significant positive moderator effect for:
- Market dynamism on MO-market
performance rel ationship

No significant moderator effect for:
- Market turbulence

- Technological turbulence

- Competitive intensity

No significant moderator effect for:
- Market turbulence

- Technological turbulence

- Competitive intensity

Not investigated

Not investigated

Significant non-monotonic moderator effect

for:
- Strategic type on MO-economic
performance relationship

Not investigated
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Table 1 (continued)

Study:

27.

28.

29.

30.

3L

32.

33.

34.

Narver & Slater
(1990) samplel

Narver & Slater
(1990) sample 11

Oczkowski &
Farrell (1998)

Pelham (1997)

Pelham (1999)

Pelham &
Wilson (1996)

Pitt, Caruana &
Berthon (1996)

Ruekert (1992)

Empirical basis:

Multi-informant survey of
36 SBU’sinone US
corporation with
commodity products.

Multi-informant survey of
74 SBU’sinone US
corporation with non-
commodity products.

Cross-sectional survey of
237 publicly listed and 190
privately owned Australian
firms

Cross-sectional survey of
160 US firms with
commodity and speciality
products.

Cross-sectional survey of
229 US firms with
commodity and speciality
products.

Longitudinal study of 68
USfirmsin a cross-section
of industries.

Cross-sectional survey of
161 UK service firms and
193 Maltese firms.

Multi-informant survey
within five divisions of a
single US corporation in
computer and information
management industries.

M easur e of
market orientation:

Narver & Slater (1990)

Narver & Slater (1990)

Jaworski & Kohli
(1993) and
Narver & Slater (1990)

Narver & Slater (1990)

Narver & Slater (1990)

Narver & Slater (1990)

Kohli, Jaworski &
Kumar (1993)

Adaptation of Jaworski
& Kohli (1993) and
Narver and Slater
(1990)

Direct effect of market orientation on
measur es of business perfor mance:*

Significantly negative for:
-  ROA

Significantly positive for:
- ROA

Significantly positive for:
- Business performance
Significantly positivefor:
- Business performance

Not significant for:
- Growth/share, profitability

Significantly positivefor:
- Marketing effectiveness, growth/share,
profitability, firm growth

Significantly positivefor:

- Relative product quality, new product
success, profitability

Not significant for:

- Growth/share

Significantly positive for:
- Business performance

Significantly positive for:
- Salesrevenue growth, profitability

Moderating or mediating effect:
Not investigated

Not investigated

Not investigated

Complete positive mediation of MO

through:

- Firm effectiveness on growth share and
through growth share on profitability

Not investigated

Not investigated

Not investigated

Not investigated




Table 1 (continued)

Study:

35.

36.

37.

38.

39.

40.

* ROI = return on investment; ROA = return on assets; ROC = return on capital

Selnes, Jaworski
& Kohli (1996)

Siguaw,
Simpson &
Baker (1998)

Slater & Narver
(1994)

Slater & Narver
(1996)

Slater & Narver
(2000)

Subramanian &
Gopalakrishna
(2001)

Empirical basis:

Multi-informant cross-
sectional survey of 222 US
based SBU’s and 292
Scandinavian SBU’s.

Dyadic multi-informant
survey of 179 of suppliers
and wholesalersin US.

Multi-informant survey of
107 SBU’swithin a
diversified manufacturing
corporation in the US.

Cross-sectional survey of
228 US manufacturing
firms.

Multi-informant survey of
53 SBU’s of US multi-
business corporations.

Cross-sectional survey of
162 Indian firmsin public,
private and quasi public
sectors.

M easur e of
market orientation:

Kohli, Jaworski &
Kumar (1993)

Kohli, Jaworski &
Kumar (1993)

Narver & Slater (1990)

Narver & Slater (1990)

Narver & Slater (1990)

Narver & Slater (1990)

Direct effect of market orientation on
measur es of business perfor mance:*

Significantly positive for:

- Subjective performance
Not significant for:

- Market share

Not significant for:
- Satisfaction with financial performance

Significantly positivefor:
- ROA, success new products, sales growth

Significantly positive for:
- Salesgrowth

Not significant for:

- ROA

Significantly positivefor:
- ROl

Significantly positive for:

- Growth in revenue, ROC, new product
success, customer retention, controlling
expenses

M oder ating or mediating effect:
Not investigated

Complete positive mediation of MO

through:

- Trust on satisfaction with performance

Complete negative mediation of MO

through:

- Co-operative horms on satisfaction with
performance

Significant negative moderator effect for:

- Market turbulence on MO-ROA
relationship

- Technological turbulence on MO-NPD-
success rel ationship

- Market growth on MO-sales growth
relationship

No significant moderator effect for:

- Competitive hostility

Not investigated

Not investigated

No significant moderator effect for:
- Competitive hostility, market
turbulence, supplier power
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Table2;

Scale-related differencesin the direct effect of market orientation

on business performance

Number of  Total Number of
timesscale number of significant
Scale used: used:* effects:  positive effects:
- Narver & Slater (1990) 18 a4 29 (65.9%)
- Kohli, Jaworski & Kumar (1993) 14 23 16 (69.6%)
- Deshpandé, Farley & Webster (1993) 3 8 3 (37.5%)
- Deshpandé & Farley (1998) 1 2 2 (100.0%)
- Combined or adapted scale 7 13 11 (84.6%)
Tota: 43 ) 61 (67.8%)

* A number of studies used more than one scale.

Number of
non-significant
effects:

14

6

5
0

27

(31.8%)
(26.1%)
(62.5%)

(0.0%)

(15.4%)

(30.0%)

Number of
significant
negative effects:
1 (2:3%)
1 (4.3%)
0 (0.0%)
0 (0.0%)
0 (0.0%)
2 (2.2%)

Note: In tables 2 to 5 we include 39 out of 40 studies because Matsuno & Mentzer (2000) did not investigate the

direct effect of market orientation on business performance.

Table 3:

Context-related differencesin thedirect effect of market orientation

on business per formance

Number Total Number of

of number of  significant
Context : studies: effects:  positive effects:
- US-based studies 17 A4 23 (67.6%)
- UK-based studies 6 14 4 (28.6%)
- European-based studies (excl. UK) 4 10 10 (100.0%)
- Middle east and Asian-based studies 8 17 14 (82.4%)
- More than one country 4 15 10 (66.7%)
Total: 39 % 61 (67.8%)

Number of
non-significant
effects:

10
10
0
2
5

27

(29.4%)
(71.4%)

(0.0%)
(11.8%)
(33.3%)

(30.0%)

Number of
significant
negative effects:
1 (2.9%)
0 (0.0%)
0 (0.0%)
1 (5.9%)
0 (0.0%)
2 (2.2%)
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Table 4.
Sample-related differencesin the direct effect of market orientation
on business performance

Number Total Number of Number of Number of

of number significant non-significant significant
Research approach: studies: of effects: positive effects: effects: negative effects:
- Cross-sectional 27 62 44 (71.0%) 17 (27.4%) 1 (1.6%)
- Single industry 4 10 7 (70.0%) 3 (30.0%) 0 (0.0%)
- Single corporation 4 7 6 (85.7%) 0 (0.0% 1 (14.3%)
- Longitudinal 1 4 3 (75.0%) 1 (25.0%) 0 (0.0%)
- Dyads and quadrads 3 7 1 (14.3%) 6 (85.7%) 0 (0.0%)
Tota: 39 o) 61 (67.8%) 27 (30.0%) 2 (2.2%)

Table5:

Informant-related differencesin the direct effect of mar ket orientation
on business per formance

Number Total Number of Number of non- Number of

of number significant significant significant
Type of informant: studies: of effects. positive effects: effects: negative effects:
- Single informant 27 66 47 (71.2%) 18 (27.3%) 1  (1.5%)
- Multiple informants 12 24 14 (58.3%) 9 (37.5%) 1  (4.2%)
Total: 39 0 61 (67.8%) 27  (30.0%) 2  (2.2%)
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Table6:
Differencesin the moder ating effects of market-level and firm-specific factors on the
relationship between market orientation on business performance

Number of Number of
Total significant Number of significant Number of
Number  number positive non-significant negative non-monotonic
of of moderating moderating moderating moderator
Market-level effects: studies:*  effects: effects: effects: effects: effects:
- Market turbulence, 9 ¢ 2 (22.2%) 3 (33.3%) 1 (11.1%) 3 (33.3%)
demand uncertainty
- Technological turbulence, 7 7 1 (14.3%) 4 (57.1%) 1 (14.3%) 1 (14.3%)
technological uncertainty
- Customer power 1 1 0 (0.0%) C (0.0%) 0 (0.0%) 1 (100.0%)
- Market growth 2 z 0 (0.0%) 1 (50.0%) 1 (50.0%) 0 (0.0%)
- Competitive intensity, 9 ¢ 2 (22.2%) 4 (44.4%) 1 (11.1%) 2 (22.2%)
hostility and rivalry
- Supplier power 1 1 0 (0.0%) 1 (100.0%) 0 (0.0% O (0.0%)
Firmspecific effects:
- Strategy type 1 1 0 (0.0%) C (0.0%) 0 (0.0%) 1 (100.0%)
Tota: 30 X 5 (16.7%) 1z (43.3%) 4 (13.3%) 8  (26.7%)

* Eleven studies investigated the moderating effects of market-level and firmspecific factors on the relationship
between market orientation and business performance. Most of these studies incorporated multiple moderating
variables. Ten of these eleven studies simultaneously investigated the direct effect of market orientation on business
performance.

Table7:
Differencesin the mediating effects of relationship indicators, firm effectiveness, product
quality and innovation in the relationship between market orientation on business

performance

Number  Total Complete Partial positive Complete Partial negative

of number positive mediating negative mediating

studies: of effects: mediating effect: effect: mediating effect: effect:
- Relationship indicators 1 2 1 (50.0%) C  (0.0%) 1 (500%) O  (0.0%)
- Firm-effectiveness 1 1 1 (100.0%) C (0.0%) 0 (0.0%) 0 (0.0%)
- Product quality 1 1 0 (0.0%) 1 (100.0%) 0 (0.0%) 0  (0.0%)
- Innovation 2 2 2 (100.0% C (0.0%) 0 (00%) 0  (0.0%)
Total: 5 6 4 (66.7%) 1 (16.7%) 1 (167%) 0  (0.0%)
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Appendix A

The MARKOR scale by Jaworski & Kohli (1993) and Kohli, Jawor ski & Kumar (1993)

In responding to the following questions, pleasefocus on your strategic business unit rather than the corporation as a
whole. If aquestion is not applicable please |leave ablank.

10.

11.

12.

13.

14.

15.

16.

17.

18.
19.

20.

Strongly
disagree
In this business unit, we meet with customers at least once ayear to find out 1
what products or services they will need in the future.
In this business unit, we do alot of in-house market research. 1
We are slow to detect changesin our customers’ product preferences?® 1
We poll end users at |east once ayear to assess the quality of our products 1
and services.
We are slow to detect fundamental shiftsin our industry (e.g., competition, 1
technology, regulation).®
We periodically review the likely effect of changesin our business 1
environment (e.g. regulation) on customers.
We have interdepartmental meetings at least once a quarter to discuss 1
market trends and developments.
Marketing personnel in our business unit spend time discussing customers’ 1
future needs with other functional departments.
When something important happens to amajor customer or market, the 1
whol e business unit knows about it in a short period.
Data on customer satisfaction are disseminated at all levelsin this business 1
unit on aregular basis.
When one department finds out something important about competitors, itis 1
slow to alert other departments.
It takes us forever to decide how to respond to our competitors price 1
changes.R
For one reason or another we tend to ignore changes in our customers' 1
product or service needs™
We periodically review our product development efforts to ensure that they 1
arein line with what customers want.
Several departments get together periodically to plan aresponse to changes 1
taking place in our business environment.
If a major competitor were to launch an intensive campaign targeted at our 1
customers, we would implement a response immediately.
The activities of the different departments in this business unit are well 1
coordinated.
Customer complaintsfall on deaf earsin this business unit R 1
Even if we came up with a great marketing plan, we probably would not be 1
abletoimplement it in atimely fashion.®
When we find that customers would like us to modify a product or service, 1

the departments invol ved make concerted efforts to do so.

R= reversed score

Strongly
agree

5
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Appendix B

The Narver & Slater (1990) scale

In answering please use the following response scale and place the most appropriate number to the left of each
statement. Please respond to all statements.

Not at all Toavery Toasmall Toa Toa To agreat Toan
slight extent extent moderate considerate extent extreme
extent extent extent
1 2 3 4 5 6 7

Our salespeople regularly shareinformation within our business concerning competitors' strategies.
Our business objectives are driven primarily by customer satisfaction.

We rapidly respond to competitive actions that threaten us.

We constantly monitor our level of commitment an orientation to serving customers needs.

Our top managers from every function regularly visit our current and prospective customers.

We freely communicate information about our successful and unsuccessful customer experiences
across all business functions.

Our strategy for competitive advantage is based on our understanding of customers needs.

All of our business functions (e.g. marketing/sales, manufacturing, R& D, finance/accounting, etc.)
are integrated in serving the needs of our target markets.

Our business strategies are driven by our beliefs about how we can create greater value for our
customers.

We measure customer satisfaction systematically and frequently.
We give close attention to after-sales service.
Top management regularly discusses competitors' strengths and strategies.

All of our managers understand how everyone in our business can contribute to creating customer
value.

We target customers where we have an opportunity for competitive advantage.

We share resources with other business units.
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Appendix C

The Deshpandé, Farley & Webster (1993) scale

The statements bel ow describe norms that operate your business. Please indicate your extent of agreement about how

well the statements describe the actual normsin your business (circle one number for each line).

A

© © N o O

We have routine or regular measures of customer service.

Our product and service development is based on good market and customer
information.

We know our competitors well.

We have a good sense of how our customers value our products and
services.

We are more customer focused that our competitors.

We compete primarily based on product or service differentiation.

The customer’ sinterest should always come first, ahead of the owners.
Our product/services are the best in the business.

| believe this business exists primarily to serve customers.

Strongly
disagree

1
1

(=Y

N

N

N N N NN

w

w W w w w

A

Strongly
agree

5
5

al

o o1 o o1 ;g

Appendix D

The MORTN scale by Deshpandé & Farley (1998)

The statements bel ow describe norms that operate your business. Please indicate your extent of agreement about how

well the statements describe the actual normsin your business (circle one number for each line).

© © N o O

Our business objectives are driven primarily by customer satisfaction.

We constantly monitor our level of commitment and orientation to serving
customer needs.

We freely communicate information about our successful and unsuccessful
customer experiences across a business functions.

Our strategy for competitive advantage is based on our understanding of
customers’ needs.

We measure customer satisfaction systematically and frequently.
We have routine measures or regular measures of customer service.
We are more customer focused than our competitors.

| believe that business exists primarily to service customers.

We poll end users at |east once ayear to assess the quality of our products
and services.

Data on customer satisfaction are disseminated at all levelsin this business
unit on aregular basis.

Strongly
disagree

1
1

N S N e

N N N NN

w W w w w

N R

Strongly
agree

5
5

o o1 o1 o1 O,
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