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Abstract

Purpose — The purpose of this paper is to examine which particular marketing strategies will work
best in which particular business environments. It also aims to test a series of propositions that the
choice of marketing strategy needs to be carefully considered so that it is appropriate for a set of
environmental conditions, or business conditions.

Design/methodology/approach — The paper employs survey research, structural equation
modelling and #-tests.

Findings — Results in this study of 217 companies from Australia, Singapore, The Netherlands and
China finds general support for the hypotheses that different environmental situations provide the
suitable conditions for a customer, competitor or societal orientated strategy. In particular,
customer-oriented strategies are most effective in placid clustered and turbulent environments, while
competitor orientated strategies work best in a placid-clustered environment. Societal marketing based
strategies were shown to be most effective in placid random and placid clustered environments. This
suggests that firms may use social marketing strategies in a pre-emptive manner to maintain
favourable environmental conditions for the organisation.

Research limitations/implications — The findings are limited somewhat by the size and nature of
the sample, although this compares well to other studies in the area of marketing orientation. The
research shows the importance of the match of the environment type with the business strategy, as
certain strategies are most effective in particular environmental conditions.

Practical implications — Choice of an appropriate business strategy is moderated by the
environment. Marketing-based business strategies are not always the most effective. In turbulent
environments, customer-oriented strategies seem to be most effective. Societal marketing strategies
seem to be used to manage and maintain placid environments or business conditions.
Competitor-based strategies are best suited to placid-clustered environments, business conditions,
which are favourable and therefore attract greater competition.

Originality/value — This study also introduces an important measure of the societal orientation of
the firm. It provides empirical supports the thesis that marketing strategies need to be tailored for the
environment and so adds to the understanding of the interplay between the effectiveness of business
strategies in different business conditions. There is not a great deal of research which suggests what
type of marketing strategy is best suited to what type of environment. This paper makes an important
contribution to this area.

Keywords Business environment, Competitors, Social marketing, Marketing theory, Marketing strategy
Paper type Research paper

Literature review

Does marketing orientation directly affect performance?

Companies aspiring to meet the challenges of today’s rapidly changing markets and
increasing global competition require management decisions to be founded on well
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conceived strategies. Clearly defined strategies and plans are vital if the firm is to achieve
its objectives while optimising the use of its limited resources. One important strategic
direction that a firm may undertake is to be more market orientated. Studies shown in
Table I, from the USA, have generally suggested positive relationships between market
orientation and several measures of performance (Narver and Slater, 1990; Jaworski and
Kohli, 1990; Kohli and Jaworski, 1993; Ruekert, 1992; Deshpande ef al., 1993; Slater and
Narver, 1994a; Pelham and Wilson, 1996; Atuahene-Gima, 1996; Balakrishnan, 1996,
Deshpande and Farley, 1998), while European, Asian and other studies have produced
inconsistent results (Esslemont and Lewis, 1991; Diamantopoulos and Hart, 1993;
Greenley, 1995; Au and Tse, 1995; Pitt ef al, 1996; Avlonitis and Gounaris, 1997;
Deshpande and Farley, 1998; Tse, 1998; Appiah-Adu, 1998, Mavondo and Farrell, 2000;
Akimova, 2000; Chelariu et al, 2002; Hooley et al, 2003). The general relationship
between market orientation and performance has been also been found in some cases to
be moderated by the environmental situation (Jaworski and Kohli, 1993; Slater and
Narver, 1994a, Greenley, 1995, Appiah-Adu, 1998; Gray et al., 1998).

One of the major issues with past research has been the use of a 14-item index
measure of marketing orientation, particularly the Narver and Slater (1990) measure of
marketing orientation often referred to as MKTOR. MKTOR has been assumed to be a
one-dimensional score of marketing orientation, and is based on the sum of the
averages of the sub-scales of customer, competitor orientation and interfunctional
coordination. There is some evidence that some of these sub-scales may have a direct
and independent effect on performance. Noble et al. (2002), found that the degree of
competitor orientation rather than marketing orientation composite scale predicted
financial outcomes of public listed companies. Farrell and Oczkowski (1997), in a
sample of 237 private and 190 public companies, as the result of structural equation
modelling (SEM), questioned the suitability of the 14-item MKTOR measure as one
composite measure of marketing orientation. Their final measure of MKTOR had eight
items, although competing measurement models of two and three factor models were
not conducted as part of the analysis. Nor were all the original items of MKTOR,
including measures of long-term and profit emphasis, included in the analysis. Narver
and Slater (1990, p. 33) also suggested that it may be of interest to determine which
dimensions of MKTOR determine business performance.

This suggests the possibility that a firm’s emphasis on different aspects of MKTOR,
e.g. customer versus competitor orientation may be yield different results in according
in perhaps a particular business situation or industry environment. There is thus a
need to determine in which particular environmental conditions, various aspects of
marketing orientation (customer versus competitor orientation for example) will be
most effective. Another consideration is that other business strategies, such as societal
marketing orientation may best suit to particularly challenging or turbulent
environments (see Elliott, 1990), where government and community, as well as
customer support, is required by the firm. The role of societal marketing orientation
and its effect on performance is discussed next.

The role of societal marketing orientation
Societal marketing can be defined as “marketing with a social dimension, or marketing
that includes non-economic criteria” Handerman and Arnold (1999, p. 33), or as Elliott
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(1990) notes “concerns for society’s long term interests”. Examples include the
“enlighted capitalism” of The Body Shop, The No Sweat labelling of clothing, a
campaign by retailers to promote the sale of apparel from suppliers who have provided
acceptable conditions of employment. Societal marketing practices may also include
areas of social responsibility, cause related marketing (CRM) (where a firm donates
money to a cause in return for purchasing its products and services), or the inclusion of
environmental concerns in a business strategy (Shultz and Holbrook, 1999).

The use of societal marketing, it has been suggested, may be altruistic. Firms
believe they are acting in a social interest of encouraging collective welfare, or as
Shultz and Holbrook (1999), term it Gemeinschaftsgenfunl. Other reasons may be more
in self-interest and may include the avoidance of regulation or the encouragement of
positive political intervention by the development of public support, or as mentioned,
CRM where the societal marketing practices directly benefit the performance of a firm.

There is some evidence of consumer support for organisations which adopt societal
marketing practices. Maignan and Ferrell (2001) cited two studies which showed that
76 per cent of consumers were prepared “to switch brands or stores that were
concerned with the community” or that another which suggested around 14 per cent of
US households actively seek “do-gooders”, while 40 per cent “judged corporate
citizenship as tie-breaking activity”. Despite this evidence, they note that previous
management research has found at best a tenuous link between corporate social
performance and business performance. Some studies have shown a positive
relationship (Abbott and Monsen, 1979; Bragdon and Marlin, 1979; Graves and
Waddock, 1993 and Spencer and Taylor, 1987), while others do not report any
significant relationship (Aupperele et al, 1985; Davidson and Worrell, 1990 and
McGuire et al., 1988). Possible reasons for conflicting results, as suggested by Maignan
and Ferrell (2001), include questionable measures of social performance, and the
presence of other factors, (perhaps the environment) which may mediate or moderate
the relationship.

The environment/strategy mix

A research question that remains unanswered in research is in what particular type of
marketing strategy is suitable for a particular type of environment. A useful theoretical
typology in which to examine this is the Emery and Twist (1965) environmental of four
environmental types: Placid-Random, Placid-Clustered, Disturbed-Reactive and
Turbulent. The type of environment an organisation finds itself in is determined by
the degree and predictability of change (turbulence) and corresponding threats and
opportunities. In a placid-random environment, according to Glaser (1985) and Elliott
(1990), opportunities and threats are randomly distributed, there is little or no
turbulence, hence no particular marketing strategy should yield significantly higher
results. Thus:

HI. In a Placid Random environment, there will be no significant differences in
performance between firms pursuing a customer, competitor and societal
based strategies.

Elliott (1990) argued that in a placid-clustered environment, opportunities (market
segments) become more clustered and the environment is ordered in a more meaningful
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way for the manager. A good example of an industry faced with this type of Business
environment may be brewing industry in Australia (Elliott, 1990, p. 24) although such :

e . : 3 environment
conditions can easily change. Therefore, market based, or customer oriented strategies
will yield higher returns in this type of environment. types

H2. In a placid clustered environment there will be significantly higher
performance by companies pursuing the customer-oriented strategy. 297

In a disturbed-reactive environment, environment there is more than one organisation
of the same kind, and the existence of a number of similar organisations now becomes
the dominant characteristic of the environmental field. This environment is
characterised by Glaser (1985) as a zero-sum game, gains of one firm occur at the
expense of the other. Marketing becomes more complex as firms need to develop their
marketing strategies beyond the customer, to include distribution channel
arrangements, dealing with suppliers and the activities of competitors (for example,
the airline industry). Therefore a competitor-based strategy is more appropriate for this
type of environment.

H3. In a disturbed reactive environment there will be a significantly higher
performance by companies which pursue a competitor oriented strategy.

In a turbulent environment organisations are faced with a significant increase in
relevant uncertainties. The consequences which flow from their actions lead off in
ways that become increasingly unpredictable (for example, the present university
sector or tobacco industry). The marketer moves from examining the consumer to the
study of society. Concepts such as “domesticated markets”, “sustainability”, “societal
marketing” and the “stakeholders” come into play when marketing theorists attempt to
comprehend the demands of the turbulent environment. Companies in turbulent
environments need to not only address competition and customer concerns but must
also address those of stakeholders, particularly government, who by policy and
regulation have a significant effect on environmental turbulence which may be
counter-productive to a firm’s very survival let alone performance. Therefore
societal-based marketing strategies are the appropriate tool of choice for the manager.

H4. Inaturbulent environment there will be a significantly higher performance by
companies which pursue a societal marketing orientation strategy.

Methodology

Measures

In order to measure the degree of customer, competitor orientation, the relevant
subscales from MKTOR (Narver and Slater, 1990) were used in the analysis. The
Cronbrach’s alpha of customer and competitor orientation, were 0.87, and 0.86
respectively (the list of measures is shown in Table II). The measure of societal
marketing orientation was developed as part of the study as there is at present no
accepted measure of this construct. The measure used in the study was based on an
initial pool of 11 items, which were determined from focus group research with
managers in Singapore. Confirmatory factor analysis (y? = 3.10, d.f = 3, p > 0.40,
SRMR = 0.03, and RMSEA = 0.01, AGFI =0.97, NNFI =0.99 and CFI = 1.00)
reduced this measure to five items, Cronbrach’s Alpha being 0.82 for this measure. For
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the sake of brevity the issues associated with the development of the measure are not
addressed in detail in this paper but are available as a separate paper from the authors.

Performance was both objectively and subjectively measured. The measure of
objective performance included statements of sales, gross and net profit, and current
assets, all recorded on seven-point scales from (1) less than AUD$100,000 to (7) greater
than AUDS$100,000,000. These items were summed to form a composite score
(Cronbrach’s alpha = 0.94). Subjective performance was measured by a series of
five-point scales, which assessed satisfaction with financial performance, being at close
to breakeven point, satisfaction with return on investment, corporate liquidity, return
on shareholders’ funds, and increased penetration of existing markets. These items
were summed to construct an index score (Cronbrach’s alpha = 0.91). The degree of
turbulence in the environment was assessed by the degree of predictability of
demographic, customer, technological and production levels within each industry,
these were measured on scale where a lower number represents a more turbulent
environment. These items were summed to produce a composite score (Cronbrach’s
alpha = 0.65, country factor weighted scores derived from SEM were used to construct
the composite score). The competitive environment was measured by four items, as
used in research by Laczniak et al (1995). These items assessed the degree of
competition ranging from zero, not competitive at all, to eight very high level of
competition. The measures included in the final composite score included competition
in the areas of prices, products, technology, distribution, labour raw materials, as
(Cronbrach’s alpha = 0.80). The measurement properties of the major variables of the
study are shown in Table IL

Data collection

A sample of 217 firms was collected from four countries, Australia, (81 cases)
Singapore (79 cases), China (16 cases) and The Netherlands (41 cases). Firms were
sampled from published lists, similar to the Fortune 500 of both large and small
companies. It was felt that that a sample containing both large and small companies
would provide more generalisable results since there has been a tendency in the past to
survey mainly larger firms (Narver and Slater, 1990; Slater and Narver, 1994; Greenley,
1995 Pulendran et al. (2000); Noble et al., 2002). The response rate was low around 15
per cent. Follow-up letters were used. It was found that many larger companies,
especially multinationals that were surveyed had policies of not responding to surveys,
although the final sample represents a range of companies in terms of size reasonably
well.

Most of the companies surveyed (60 per cent) were service organisations, although
other types of firms ranging from manufacturing (22 per cent), distribution (9.3 per
cent) and e-commerce (1.9 per cent) were represented in the sample. The companies
surveyed had around a third of their sales derived from the household sector (30 per
cent), followed by business customers (28 per cent), manufacturing (21 per cent)
government customers (12 per cent) and sales to contractors (7 per cent). Across the
sample, around two thirds (61 per cent) of companies reported that their sales were
generated within their home country. The firms surveyed ranged from small
companies of less than 50 people (28.4 per cent), to organisations employing more than
10,000 people (14.2 per cent). This was reflected in their current assets, which ranged
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EJM from less than $100,000 (13.9 per cent), Australian dollars (AUD) to greater than $1
42.1/2 billion AUD (17.1 per cent). The differences in the samples from the four countries are
’ presented in Table III. Note that a sample of 217 firms in this study compares well with
the sample sizes of those listed in Table L. It is not unusual, given the difficulty of

obtaining responses from businesses for research to be published in this area with

small country specific samples of less than 100 (Au and Tse, 1995; Pelham and Wilson,

230 1996; Appiah-Adu, 1998; Desphande and Farley, 1998 Tse, 1998; Noble et al. 2002).
Some studies (Tse, 1998) have even used samples as low as 15. As data from companies
are usually difficult to obtain generally, those samples as shown in Table I have been
obtained on the basis of convenience. A similar issue was faced in this study and the
sample obtained is not intended to represent business conditions in particular
countries, but rather aims to encompass a number of industries from around the world.

Results

In order to examine the hypotheses, environmental typologies were formed on the basis
of cut-off scores corresponding to quartiles ranges; a low score represented a high
degree of environmental turbulence, therefore the turbulent environment corresponds
to scores up to and including the 25 percentile etc. For the sake of brevity a detailed
description of each environment is not presented in this paper, but can be provided on
request from the authors. Analysis of each environmental group showed no significant
differences existed in industry type (y? = 24.0, d.f =24, p > 0.10) and country
(x* = 19.16, d.f = 24, p > 0.10) where the data were collected. As expected differences
were found among mean levels of subjective performance across all the environmental
typologies (3207 = 3.58, p < 0.05). Analysis of cell means showed that the source of
this variation is due to differences in subjective performance in turbulent environments
mean = 12.81, p < 0.01, being lower than that of the mean reported level of in the
placid clustered environment of 14.94 and lower than the average reported subjective
performance of companies in a placid random environment (14.79). The mean of
subjective performance in the disturbed-reactive environment of 14.00, was in the right
direction (that is lower than that expected in a placid-clustered environment but higher
than that expected in a turbulent environment) but did not differ significantly from the

Australia (%) The Netherlands (%) Singapore (%) China (%) Total (%)

Service industry 55.6 60.0 62.2 58.8

No. of employees

Less than 50 382 25.0 174 35.3 282

51-100 13.2 10.0 7.2 0 9.4

101-500 3.9 175 18.8 11.8 124

501-1,000 105 5.0 7.2 17.6 89

1,001-5,000 13.2 25.0 20.3 29.4 19.3

5,001-10,000 53 10.0 11.6 0 79
Table IIL. More than 10,000 15.8 75 174 59 139
Composition of the Notes: the split of companies in the service industry is comparable across all countries at around
sample across the four 60%; there were differences in the terms of industry size, but these differences are not significant at the

countries of the study 5% level; Chi-square = 28.48; d.f = 18; p > 0.05
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other environment types. A possible explanation is that disturbed reactive
environments may well be a set of transformative business conditions which signal
a move to a more turbulent environment, where performance levels of a firm are
directly impacted from changes that evolved previously but did not directly impact on
firm performance.

Use of high and low strategies was determined if companies scored above or below
the median for measures of customer, competitor and societal orientation. As shown in
Table IV, in the main HI (no significant differences in a performance amongst the three
types of strategies in placid random environment), was accepted, only companies
pursuing a societal marketing strategy (f = 2.66, p < 0.01) reported higher financial
performance that firms that did not concentrate on this strategy. Support was found for
H2, with firms emphasising a customer-oriented strategy expecting to perform better
in a placid-clustered environment (f = 3.34, p < 0.01), than companies that did not.
Companies using customer-oriented strategies were also found to perform better in
turbulent environments (¢ = 3.00, p < 0.01). No support was found for H3, although
the means were in right direction for high and low competitor-oriented companies in
the disturbed-reactive environment. Support was not found for H4, although societal
marketing strategies appear to be effective in placid clustered environments (¢ = 3.34,
p < 0.01) like competitor (¢t = 2.08, p < 0.05) and customer-oriented strategies.

Discussion

The results provide mixed support on Elliott’s thesis on the appropriate use of
marketing strategies given the environment. It appears though that a societal
marketing strategy may be used by companies to maintain rather than reduce
environmental turbulence or hostility. Most marketing strategies appear to be useful in
conditions of relatively stable environments such as placid-clustered environments. In
turbulent environments it does seem though that concerns for customers should be the
major focus of organisations, although preventing the emergence of turbulent business
environments by the use of societal marketing is an important strategic consideration,
even for companies operating in more favourable and placid environments.

This research provides some guidelines for managers and marketing practitioners
operating in different environments of varying degree of turbulence. Marketing
strategies that are best for some businesses in certain environments may not be
optimal for others in other environments. The practical overview of the Emery and
Trist (1965) environmental typology and the findings of which type of marketing
strategy is best for a specific environment will assist managers in their strategic
decision-making process when devising performance-enhancing strategies and
achieving a distinctive competitive advantage in the global marketplace.

The implications of these results show some limitations inherent in this research
study. Though the research study demonstrates interesting findings, they are from
only a single study. One limitation is the size of the sample used in this study and the
low response rate. The results obtained from the sample size (z = 217) consisting of
large, medium and small manufacturing and service firms from four countries may
lack generalisability. The sample of the firms from these four countries does not
represent the economies of each country or specific industry, therefore, replication of
the study with a larger sample and samples drawn from other countries, such as the
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USA, Canada and the UK, would provide cross-cultural validation of the findings and
offer further indication as to whether the findings can be generalised. Further, the low
response rate needs to be acknowledged as a potential limitation, as increasingly it was
found that firms have a company policy of declining to participate in any research
surveys. During the data collection stage, a number of formal rejection letters have
been received from global companies explaining the company policy on participation
in any research studies.

An analysis of non-respondent companies showed a large proportion to be
multinational companies, which operate across a number of countries and are therefore
likely to encounter more turbulent environments, because of political interest from
sovereign governments. There is clearly a need to replicate these findings if possible
with some of the larger multinational companies in the sample. Never the less the study
has included a number of different types of firms across a number of industries and
countries and does provide some important empirical findings worthy of future
research and management practice. Although the findings do not confirm many of the
contentions of Elliott’s (1990) original thesis, they do show that marketing strategies
need to be tailored for the environment. It is thus still important for managers to
consider strategic directions and plans for the firm, but the success of such plans will
depend on their suitability with the environment.

The cross-sectional survey research design that relies on a single key informant per
organisation has its own limitations, as the use of a single key informant for data
collection in this study has the potential for providing information that reflects the
individual views of the respondents rather than the views of the firm. It could be the
case that the informant may have over-reported the firm’'s performance and use of
marketing strategies. In addition to the reliability of a single informant, one important
issue is the extent of common method bias — the same respondent rating customer
orientation, competitor orientation, inter-functional coordination and societal
marketing, strategy types, nature of environment and industry within which an
organisation is operating, and other measures on the same survey instrument.
However, it should be noted that the use of multiple respondents from one firm may
pose further problems, such as the possibility of a significant decrease in response rate,
how many multiple informants should be used, and whether using multiple
respondents could increase response bias. Use of longitudinal studies, multiple
informants and multiple methods should be considered in the future to enable
researchers to examine closely the extent to which such a bias is present. Still it would
be interesting to see if these results could be replicated over a larger sample and across
a diverse set of countries and industries. Such findings would also be of value to
managers facing many dilemmas in the uncertain business environment of today.

For the research study to have significant value to both theory and practice, future
research should at least replicate these results using a larger sample of companies and
in different countries not included in the study. This is particularly important with
regards to examining the relationship between the environment and the three types of
marketing strategies (customer-oriented, competitor-oriented, and societal marketing
orientation) for business performance.

One important factor that needs to be considered for future research is the use of a
refined measurement of performance. This study has used both subjective and
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EJM objective measures of performance producing very interesting and diverse results on
42.1/2 the market orientation strategies and its presumed link to company performance. The
’ majority of studies that have focused on the market orientation and performance
relationship have one common feature, that is, they have generally incorporated
subjective measures of performance as the dependent variable (Narver and Slater,
1990; Deshpande et al., 1993; Kohli and Jaworski, 1990; Jaworski and Kohli, 1993; Slater
234 and Narver, 1994a; Deng and Dart, 1994; Greenley, 1995; Pelham and Wilson, 1996; Pitt
et al., 1996; Balakrishnan, 1996; Avlonitis and Gounaris, 1997; Deshpande and Farley,
1998; and Appiah-Adu, 1998). Only a few have used objective performance as a
dependent variable (Esslemont and Lewis, 1991; Ruekert, 1992, Diamantopoulos and
Hart, 1993; Kohli and Jaworski, 1990; Jaworski and Kohli, 1993; Au and Tse, 1995; and
Tse, 1998). Despite the fact that a number of studies have found a positive association
between market-oriented strategies and subjective performance, it crucial to ask
whether these results are valid? Therefore, one direction for future research in the field
of market orientation, societal market orientation and performance, is to gather data on
both subjective and objective performance.

The major objective of the study was to investigate the relationship between
marketing strategies and their effectiveness in various types of business environments.
This study showed that with the increasing globalisation and the turbulent and
unpredictable nature of the business environment some types of marketing strategies
in some environments are simply uneconomical and may not be optimal for all
businesses. Or in other words, the choice of marketing strategy needs to fit the
environmental circumstances of the firm.
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