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ABSTRACT 


The purpose of this dissertation was to gain a more profound understanding of the role and practices of 
 marketing in SMEs and, thus, to enhance the development of marketing theory in relation to this 
 context. Traditionally, marketing theory has been developed based on studies on  large organisations. 


Consequently, it cannot be applied directly to SMEs, where marketing practices may differ considerably 
 from those of their larger counterparts. Thus, the need to examine marketing practices and develop a 
 theory of marketing in SMEs has been recognised. 


More specifically this dissertation concentrates on examining three interrelated constructs: marketing 
 concept, market orientation and success. Marketing concept is defined as an organisation’s purpose to 
 identify the needs and wants in its target markets and then to satisfy those needs more effectively and 
 efficiently than its competitors. Market orientation is the implementation of marketing concept. It 
 consists of three behavioural elements: customer orientation, competitor orientation and interfunctional 
 coordination and of three sets of activities: generating, disseminating and responding to market 
 intelligence. Finally, market orientation is seen to enhance  firm performance and success. This 
 dissertation  considers  what the perceptions of  marketing are, how marketing  is adopted and 
 implemented and what the relationship of marketing and business success is in the context of SMEs. 


The dissertation consists of two parts. It is based on four articles that are reprinted in the second part. In 
 the first part, a summary is presented  where the theoretical and methodological backgrounds are 
 elaborated, the results reviewed and supplemented and, finally, conclusions drawn and ideas evinced for 
 further research. In the empirical examination, a mixed methods programme  was followed in the 
 investigation of SMEs in North Karelia, Eastern Finland. 


The results indicated that SME marketers perceive marketing through concrete practices that often 
 relate to promotion, selling and customer relationships. They do not seem  to have adopted a single 
 business philosophy but rather features of several philosophies that they estimate  to  best  fit their 
 business operations. With regard to market orientation, SMEs had adopted this to a certain extent. The 
 focus was on customer information gathering, but to act in a truly market-oriented way would require 
 paying more attention to the dissemination and responsiveness of market intelligence. SMEs differed in 
 their notions and practices of marketing. Especially in the smallest of SMEs the role of marketing was not 
 considered focal and it was often carried out unsystematically and sporadically. In addition, instead of 
 traditional financial success measures, owner-managers emphasised personally related ones, such as job 
 satisfaction. It seems that owner-managers have explicit or implicit notions of what they want to achieve 
 with their enterprises and, at the same time, they have perceptions of what marketing consists of and 
 what its outcomes will be. According to these perceptions, marketing is applied so that the self-defined 
 important business goals and, thus, success is achieved. 


Keywords: SMEs, marketing concept, market orientation, success  
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1 INTRODUCTION 


The person who is tired of small business research is tired of life (Curran & Blackburn 2001). 


1.1 Relevance of the study 


In Finland, 99.8 per cent of firms are small and medium-sized enterprises (SMEs) employing over 
 60  per cent of  all  the businesses’  workforce and creating  about a half of their turnover 
 (Yrittäjyyskatsaus 2008). These numbers indicate that SMEs are important in creating jobs and 
 promoting overall economic growth. Furthermore, they are expected to bring innovations to the 
 markets and operate as catalysts in society. Thus, great emphasis has been put on SMEs as 
 research objects (Morrison et al. 2003).  


In the EU definition, SMEs are defined as enterprises with fewer than 250 employees whose 
 annual turnover does not exceed 50 million euros or whose annual balance sheet total does not 
 exceed 43 million euros. In the academic literature other criteria used to classify small firms 
 have also included sales volume, asset size, types of customer and capital requirements, 
 industry market share and significance within the industry (McCartan-Quinn & Carson 2003). 


Thus, McCartan-Quinn and Carson (2003) argue that there is no clear and agreed definition of a 
 small firm. For the purposes of this study, the term SME is taken to refer to enterprises with 
 fewer than 250 employees. 


Academic studies have shown that marketing plays a significant role in SMEs. On the one hand it 
is one of the biggest problems owner-managers face in their business operations and, on the 
other hand, it is recognised as one of the most important business activities and essential to the 
survival and growth of the enterprises (Stokes 2000b, Simpson & Taylor 2002). Traditionally, 
marketing theory has been developed mainly based on studies on large organisations (Stokes 
2000b) and, thus, it is argued that it cannot be applied directly to SMEs, where the practices and 
activities  may  differ considerably from those of their larger counterparts (cf. Hill 2001). In 
addition, it has been recognised that there is no clear definition or  grand unifying theory of 
marketing in SMEs (Simpson et al. 2006). The contribution of this dissertation will consist of a 
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more profound understanding of the role and practices of marketing in SMEs and, thus, of the 
 development of marketing theory with reference to this context.  


The theme of this dissertation is closely related to the research area of entrepreneurial 
 marketing, which has been an object of increased interest in the past decades (Collinson & Shaw 
 2001). The  focus is on the interface between marketing and entrepreneurship –  which have 
 traditionally been considered to be two different fields of study (Hills et al. 2008). Researchers, 
 however,  have  become more aware of the importance of entrepreneurship in marketing and 
 also of marketing having a significant role in successful entrepreneurship (Stokes 2000a). 


Although entrepreneurial marketing can be adapted to larger firms (Miles & Darroch 2006), the 
 emphasis has been on investigating marketing forms that are appropriate to SMEs (Stokes 
 2000a). In addition, it has been recognised that entrepreneurs have a pivotal role in the 
 marketing activities of their enterprises. Thus, entrepreneurial marketing has been defined as 


“marketing carried out by entrepreneurs or owner-managers of entrepreneurial ventures” 


(Stokes 2000b). It has been further defined in terms of “the behaviours and activities that are 
 typical of those involved in successful entrepreneurial ventures” (Stokes 2000a).  


Small firm marketing and entrepreneurial marketing do not, however, necessarily refer to the 
same thing, although the line between them may be blurred. Carland et al. (1984) defined a 
small business venture  to be “any business that is independently owned and operated, not 
dominant in its field, and does not engage in any new marketing or innovative practices”. On 
the other hand, they argued  that entrepreneurial ventures  are characterised by innovative 
strategic practices and that their goals are aimed at profitability and growth. Thus, it can be 
argued that not all small firms are entrepreneurial (Chaston 1998). Most of them do not intend 
or even want to grow (Greenbank 2001). On the other hand, it is argued that business owners 
who  carry out entrepreneurial marketing have both financial goals and personal goals with 
regard to their business operations and that they make decisions not to invest in marketing to 
achieve growth or not to delegate control and responsibility to employees in order to grow (Hills 
et al. 2008). All in all, it is suggested that the examination of marketing processes in the small 
firm context is useful in order to enhance  our understanding of entrepreneurial marketing 
(Stokes 2000b). 
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More specifically, the research object of this dissertation is related to these three interrelated 
 terms:  marketing concept, market orientation  and  firm  performance or success. Market 
 orientation is based on marketing concept (Jaworski & Kohli 1993) defined to mean an 
 organisation’s purpose to find out needs and wants in its target markets,  and then to satisfy 
 those needs more effectively and efficiently than its competitors (Slater & Narver 1998). Market 
 orientation consists of three elements: customer orientation, competitor orientation and 
 interfunctional coordination (Narver & Slater 1990). With regard to these elements, market 
 oriented firms 1) generate market intelligence about customers’ present and future needs, 2) 
 disseminate this information through the organisation and, finally 3) respond to the intelligence 
 (Jaworski & Kohli 1993). In addition, market orientation is seen to enhance firm performance 
 (Kirca et al. 2005, Matear et al. 2004, Pulendran et al. 2003, Matsuno et al. 2002, Kohli & 


Jaworski 1990). This  dissertation  considers  what the perceptions held about marketing are in 
 SMEs (cf. marketing concept), how marketing is adopted and implemented in SMEs (e.g. market 
 orientation) and, finally, what the relationship of marketing and business success is in the 
 context of SMEs. 


Figure 1 presents a simplified summary and description of the kind of theoretical discussion of 
which the theme of this dissertation forms part. The theoretical objective of this dissertation is 
to enhance the development of marketing theory concerning the context of SMEs by obtaining 
a more profound understanding of the role and practices of marketing in SMEs. In the literature 
it has been argued that marketing in large firms differs from that in SMEs due to the special 
characteristics of the latter. Consequently, there is a need to examine the marketing carried out 
in SMEs in order to develop a marketing theory appropriate to the small firm context. The 
special characteristics of SMEs are discussed in more detail in Chapter 2.4.1 but they include the 
influential role of the owner-manager in the  every activity of the enterprise. Thus, 
entrepreneurial marketing has gained more attention in recent  decades as it investigates the 
interface between marketing and entrepreneurship. Entrepreneurial marketing and small firm 
marketing are closely connected but they cannot be treated as synonyms because not all small 
firms are entrepreneurial. It can be argued, however, that a better understanding of small firm 
marketing may also serve to develop the understanding of entrepreneurial marketing.  
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Figure 1. Summary of the theoretical discussion to which the dissertation is related. 


1.2 Outline of the study 


This dissertation consists of two parts. In the second part, the four articles that form the basis of 
 this dissertation are reprinted. The first article examined the perceptions of marketing held in 
 SMEs, and further what marketing tasks were regarded as important and what the general 
 attitudes toward marketing were. These issues were compared between SMEs of different sizes, 
 operating in different industries and in different customer markets. The second article discussed 
 how market orientation has been adopted in SMEs and how market orientation is related to the 
 success factors that were important to the respondent. In addition, the article examined what 
 kind of marketing capabilities are required in successful business operations. A customer 
 relationship oriented marketing process was taken as the premise of the third study. This 
 process included phases, such as customer information gathering, customer segmentation, 
 creating value by differentiation and managing customer relationships. The study examined 
 how actively SMEs performed these basic marketing activities and if there were differences in 
 the activity according to firm size, industry or customer markets. The fourth article examined 
 what kind of success measures small business owner-managers applied when assessing their 
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business operations. These success measures are suggested to drive the behaviour and 
 decision-making of owner-managers. 


The first part of this dissertation consists of the representation of the theoretical and 
methodological background of the thesis. In the introduction, the relevance of the study is 
established and an outline presented. The second chapter comprises the theoretical framework 
of the dissertation. First the three central themes of marketing concept, market orientation and 
success are elaborated from a general point of view and then from the perspective of SMEs. In 
the third chapter, the research setting and the research objectives are discussed in detail. The 
fourth chapter consists of an elaboration of the methodological approach and choices and a 
description of the data collection and analysis. In the fifth chapter the primary results of the 
articles are discussed. In the final chapter conclusions are drawn and ideas for further research 
evinced.   
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2 THEORETICAL FRAMEWORK 


2.1 Basis of market orientation - marketing concept 


Although the idea of it was mentioned a couple of decades earlier,  the term “marketing 
 concept” was introduced in the literature in the 1950s (Lusch & Laczniak 1987, Svensson 2001). 


It offered an alternative to sales, production and product concepts. In the marketing concept 
 the starting point is customers’ needs and wants, whereas according to the sales concept, a firm 
 aggressively looks for exchange partners for established offerings (Houston 1986), according to 
 the  production concept,  it focuses on low production costs and, thus low prices through 
 standardisation and mass production,  and according to  the  product concept,  it  focuses on 
 quality and product development (Duus 1997).  


The marketing concept has been seen as a business philosophy, an ideal or a policy statement 
 (Kohli & Jaworski 1990). Moreover, it is said to articulate an ideology that offers a framework 
 for business success (Brownlie & Saren 1992). According to Houston (1986), marketing concept 
 is a prescription of how a firm achieves its goals. He states that  


“an entity achieves its own exchange determined goals most efficiently through a thorough 
 understanding of potential exchange partners and their needs and wants, through a thorough 
 understanding of the costs associated with satisfying those needs and wants, and then designing, 
 producing, and offering products in light of this understanding” (Houston 1986, 85).  


The basis of this comprehensive understanding is formed by gathering information through 
marketing research and  also making future anticipations about customer needs that are not 
explicitly expressed (Houston 1986). Depending  on whether the firm relies on the expressed 
needs or focuses on not-yet-existing future opportunities, Duus (1997) suggested that 
marketing concept could be seen from a traditional perspective or through a new 
interpretation. According to him, the traditional marketing  concept assumes that offerings 
should be created after the information about the market needs have been gathered in order to 
meet  the demand,  whereas the new interpretation suggests that the focus should be on 
developing new resources and capabilities through which offerings satisfying future needs could 
be created. Slater’s and Narver’s (1998) definition of marketing concept concurs  with that of 
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Houston (1986) but with an additional competitive dimension. They summed up the definition 
 of marketing concept  as  an  organisation’s purpose to find out needs and wants in its target 
 markets and then to satisfy those needs more effectively and efficiently than its competitors.   


The emphasis of marketing concept has been on the relationship between a buyer and a seller 
 (Svensson 2001). Grönroos (1989) argued that marketing revolves around customer relations 
 and that the goals of each party are met through exchanges which in turn establish and 
 maintain these relationships. The marketing concept, however, is broadened to include other 
 relationships. The importance of taking into account all the members in the marketing channel 
 (Svensson 2001) and also the needs and wants of multiple stakeholders or publics (Lusch & 


Laczniak 1987) is highlighted. In addition, the marketing concept has been used in the context of 
 both profit and non-profit organisations and, moreover it has been taken out of the business 
 context and examined with regard e.g. to political marketing (O’Cass 1996). 


Researchers have identified  three  apparently recurrent  themes in the various definitions of  
 marketing concept.  These relate to customer focus, coordinated marketing efforts and 
 profitability (Kohli & Jaworski 1990).  The customer is the fulcrum of business operations (Lusch 


& Laczniak 1987) and,  thus,  the focus should be on obtaining information about customers’ 


needs and wants and taking actions based on this information in order to satisfy such needs and 
 wants (Kohli & Jaworski 1990, Turner & Spencer 1997). To be able to satisfy these needs entails 
 an organisation-wide integrated effort (Turner & Spencer 1997)  and, consequently,  the 
 implementation of the marketing concept is not the responsibility of a marketing department 
 but the whole organisation (Kohli & Jaworski 1990). In addition, the marketing concept can be 
 regarded as a means to achieve long-term objectives (Turner & Spencer 1997) and its  often 
 suggested consequence is profitability (Lusch & Laczniak 1987, Kohli & Jaworski 1990).  The 
 application of the marketing concept is seen to lead to the enhancement of sales figures, new 
 product success, product quality, market share, esprit de corps  and overall business 
 performance (Nakata & Sivakumar 2001). 


Nakata and Sivakumar (2001) examined how organisations root themselves in the marketing 
concept. According to them, this takes place  through three steps. During the first step, 
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interpretation, a firm determines what the marketing concept is by formulating some notion of 
 it and attaching meanings, values and beliefs to it. The second step, adoption,  entails 
 determining  if  and when the firm should commit to institutionalising the marketing concept. 


The last step is implementation.  In  this step a firm determines how it should execute the 
 concept via specific activities. 


2.2 Market orientation 


2.2.1 Construct and content of market orientation 


Market orientation is the implementation of marketing concept, which means that the actions 
 of a market-oriented firm are consistent with the ideas of marketing concept (Kohli & Jaworski 
 1990). Two seminal papers by Narver and Slater (1990) and Kohli and Jaworski (1990) discussed 
 the content, construct and consequences of market orientation. Narver and Slater (1990) 
 argued that market orientation is an organisation culture that consists of three behavioural 
 components: customer orientation, competitor orientation and interfunctional coordination, 
 and of two decision criteria: long-term focus and profitability. According to them, customer and 
 competitor orientation include  the  activities of acquiring information about customers and 
 competitors and disseminating this information throughout an organisation, and interfunctional 
 coordination means the coordinated creation of customer value based on the gathered 
 information.  


Kohli’s and Jaworski’s (1990) view of the content of market orientation is related to that of 
Narver and Slater (1990) described above, but they take a different perspective and define 
market orientation through three sets of activities. These sets are 1) generation of market 
intelligence concerning present and future needs of the customers, 2) dissemination of this 
information through the organisation and 3) organisation-wide task of responding to the 
gathered intelligence by making and implementing plans based on the gathered information 
(Jaworski & Kohli 1993). Kohli and Jaworski (1990) state further that organisations usually differ 
in the extent to which they perform these tasks and, consequently, they suggest that it is more 
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appropriate to assess the degree of market orientation in a firm rather than whether the firm is 
 market-oriented or not. Steinman et al. (2000) argued  that the appropriate level of market 
 orientation of a firm should be defined by the customer.  


Becker and Homburg (1999) identified two perspectives of market orientation that have been 
 featured in the marketing literature. Behavioural perspective is based on Kohli’s and Jaworski’s 
 (1990) view of market orientation consisting of activities (generation, dissemination and 
 responsiveness to market intelligence) and cultural perspective on Narver’s and Slater’s (1990) 
 idea that market orientation is an organisational culture in which the market, customers and 
 competitors are focal to the business operations (Vázques et al. 2001). In  the  behavioural 
 perspective, the main  focus  is on action and, especially, information related behaviour is 
 highlighted (Helfert et al. 2002). On the other hand, while cultural perspective focuses on norms 
 and values within the organisation (Becker & Homburg 1999) behavioural components are also 
 heavily emphasised (Helfert et al. 2002). Thus, there is some overlap in the approaches. 


According to González-Benito and González-Benito (2005), there is a positive relationship 
 between the two approaches: on  the  one hand, the development of market-oriented culture 
 leads to consistent behaviour and, on the other hand, market-oriented behaviour also enhances 
 the development of a concordant culture in the organisation. However, they argue further that 
 cultural market orientation does not necessarily precede behavioural market orientation. 


According to their study, there are firms where market orientation is adopted more as an 
 operational recipe than  as a management philosophy. In addition to cultural and behavioural 
 approaches, Becker and Homburg (1999) suggested  a third –  a system-based perspective on 
 market orientation. This perspective conceptualises market orientation as the degree to which 
 the different management systems in an organisation are designed in a market-oriented way. 


Tuominen (2002) also suggested an approach that integrates the philosophical and behaviourist 
 perspectives. He called this approach “market orientation as a resource in organizational 
 learning”. In this approach market orientation is considered an intermediate factor between a 
 business strategy and the cultural business logic. 


Narver  et al. (2004) divided market orientation further into responsive and proactive market 
orientation. They stated that traditionally empirical analyses have concentrated on responsive 
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market orientation that aims to understand and to satisfy the expressed needs of customers. On 
 the other hand, Narver et al. (2004) argued that in proactive market orientation a firm attempts 
 to understand and meet the latent customer needs, i.e. those needs that are not expressed and, 
 thus, proactivity implies the attempt to lead customers rather than simply to respond to them.  


Lafferty and Hult (2001) also examined the literature on market orientation and identified five 
 different approaches to it: 1)  the decision  making perspective,  where market orientation is 
 conceptualised as an organisational decision-making process, 2) the  market intelligence 
 perspective, that emphasises the tasks of generating, disseminating and responding to market 
 intelligence (cf. Kohli & Jaworski 1990), 3) the culturally based behavioural perspective, where 
 market orientation is seen to consist of customer orientation, competitor orientation and 
 interfunctional coordination (cf. Narver & Slater 1990), 4) the strategic perspective, that focuses 
 on the making and implementing strategies based on gathered market intelligence and 5) the 
 customer orientation perspective,  which is similar to  the  culturally based behavioural 
 perspective but which excludes competitor orientation. Moreover,  Lafferty and Hult (2001) 
 recognised four general ideas that were present in all of these perspectives: the emphasis is 1) 
 on customers, 2) on the importance of shared information 3) on the interfunctional 
 coordination of marketing activities and relationships and, finally, 4) on taking appropriate 
 actions based on the information.  Liu (1995)  also  listed elements that are  related to market 
 orientation according to the existing  marketing literature. In addition to Lafferty’s and Hult’s 
 view, Liu recognised factors such as profitability, business philosophy, innovation and 
 competitor reference. 


The terms “market orientation” and “marketing orientation” have sometimes been used 
 interchangeably  synonymously  (e.g. Avlonitis & Gounaris 1999, Cadogan et al. 2002). Some 
 researchers have, however, distinguished the terms from one another (e.g. Slater & Narver 
 1998). Kohli and Jaworski (1990) preferred  the term “market orientation” and justify this by 
 giving three reasons: 1) the generation, dissemination and responsiveness to market 
 intelligence is not the exclusive  responsibility of the marketing department as the term 


“marketing orientation” would suggest, 2) “market orientation” does not emphasise the 
importance of marketing function in an organisation and thus, is not so politically charged as 
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“marketing orientation” and, finally, 3) “market orientation” turns the focus on markets. In 
 addition, Esteban et al. (2002) argued  that  as  opposed to “marketing orientation”,  “market 
 orientation” takes into account not only current customers but also potential customers. 


Other often used concepts when discussing market orientation are “market-oriented”, “market-
 driven” and “driving markets”. Webb et al. (2000) found  that in the  literature the terms 


“market-oriented” and “market-driven” are viewed either as interchangeable concepts or as 
 different constructs. Narver and Slater (1998) argued that “market-oriented” refers to a long-
 term commitment to understanding expressed and latent customer needs and to developing 
 solutions that  offer superior customer value. Jaworski et al. (2000) stated  that there are two 
 approaches to  being “market-oriented”, namely “market driven” or “driving markets”. 


According to them, a market-driven firm understands and reacts to the preferences and 
 behaviours of customers in a given market structure, whereas the term “driving markets” 


relates to a firm that affects the structure of the markets and the behaviours of the customers 
 therein in order to enhance its competitive position. In contrast to the view of Jaworski et al. 


(2000), Schindehutte et al. (2008) argued that market-driving behaviour is not even a part of 
 market orientation. According to them, market-driven behaviour is an aspect of market 
 orientation that precedes innovation and market-driving behaviour is a potential outcome of a 
 breakthrough innovation. In this dissertation the terms “market orientation” and “market-
 oriented” are used, the latter including both market-driven and market-driving behaviours. 


2.2.2 Development of market orientation and the role of capabilities 


The creation of market orientation requires a change in the organisation’s culture so that every 
employee adopts the understanding that the purpose of the organisation is to create superior 
value for customers (Farrell 2000). Gebhart et al. (2006) argued  that the creation of market 
orientation goes through a  four-stage process that includes 1) initiation, 2) reconstruction, 3) 
institutionalisation and 4) maintenance. They describe the process as  starting with  the 
recognition of an external threat, to address which a small group of empowered managers plan 
for a change. This plan is then presented to the whole organisation, after which a new set of 
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values and norms is  developed and market experiences are  shared in order  to bring about a 
 consensus for a change. In the next stage the change is institutionalised in the structure, 
 processes and formal rewards of the organisation. In the final stage mechanisms to sustain 
 market orientation are created. 


Kohli and Jaworski (1990) introduced organisational factors that enhance or impede market 
 orientation. These antecedents include senior management factors, interdepartmental 
 dynamics and organisational systems (Figure 2). Kohli and Jaworski (1990) suggested that senior 
 management has a very important role in facilitating market orientation: top managers’ 


emphasis on market orientation i.e. commitment to it and communication of this commitment 
 fosters the adoption of market orientation. Another factor that relates to senior management is 
 risk aversion that is said to prevent  subordinates being responsive to changes in the markets 
 (Kohli & Jaworski 1990, Aggarwal & Singh 2004).  


Figure 2. Antecedents of market orientation (adapted from Jaworski & Kohli 1993). 


Interdepartmental dynamics describes  interactions and relationships between different 
 departments of an organisation (Kohli & Jaworski 1990). Interdepartmental conflict refers to the 


INTERDEPARTMENTAL DYNAMICS 
 - Conflict 


- Connectedness 


ORGANISATIONAL SYSTEMS 
 - Formalisation 


- Centralisation 
 - Departmentalisation 
 - Reward Systems 


MARKET ORIENTATION 
 TOP MANAGEMENT 


- Emphasis 
- Risk Aversion 
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tension between departments and is seen to impede dissemination and responsiveness to 
 market intelligence, whereas interdepartmental connectedness,  which refers to the extent of 
 direct contact between employees, is deemed to facilitate these tasks (Jaworski & Kohli 1993).  


Organisational systems relate to organisational structure and organisationwide characteristics 
 (Kohli & Jaworski 1990). According to Jaworski and Kohli (1993) this set of antecedents includes 
 three structural variables: formalisation (how e.g. roles, authority and procedures are defined 
 through rules), centralisation (how decision-making is centralised) and departmentalisation 
 (how activities are segregated to different departments), and one variable relating to the 
 measurement and reward system in the organisation. In their study, they found  that reward 
 systems seem to have the strongest effect on market orientation among the organisational 
 systems whereas formalisation and departmentalisation do not appear to be related to market 
 orientation. Kirca et al. (2005)  also  found that market-based reward systems seem to have a 
 strong positive impact on market orientation. In their study, the antecedent with the strongest 
 effect on market orientation was, however interdepartmental connectedness, followed by top 
 management emphasis. 


The role of the top manager (i.e. owner-manager) in the adoption of market orientation is 
 recognised in SMEs, but interdepartmental dynamics and organisational systems do not as such 
 fit in this context. In the above descriptions they relate to interactions and operations between 
 different departments within an organisation. In small and micro-sized enterprises they usually 
 do not have separate departments. Thus, in the SME context it would be more appropriate to 
 study e.g. what kind of impact tension, direct contact (cf. interdepartmental dynamics) or 
 segregation of different tasks (cf. departmentalisation) between individuals has on market 
 orientation. This is not, however, the objective of this dissertation.  


Harris (2002)  stated that in addition to examining the antecedents of market orientation it is 
important to know about the different approaches, strategies and tactics that management 
employs  to develop and improve it. According to the results of his study, there are five 
dimensions, each having a different main emphasis, that explain the differences in management 
approaches describing how market orientation is developed in the organisation. He defined 
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these dimensions to be: 1) hearts and minds,  where the emphasis is on the need  to 
 fundamentally change the existing beliefs and attitudes to those supporting market orientation, 
 2) behavioural and emotional display, where the focus is on changing and/or controlling how 
 employees act, 3) customer relationships,  that highlights the initiation and maintenance of 
 mutually beneficial, long-term customer relationships, 4) the extent  of political activity  where 
 the development of market orientation in an organisation is characterised by political 
 manoeuvrings and 5) the extent of imitation, where the focus is on the identification of the key 
 success factors of competitors and, then mimicking them. Harris (2002) proposed that the 
 approach the firm adopts is linked to the organisational and environmental characteristics, such 
 as management, industry and competitor characteristics. 


Marketing capabilities play an important role in the creation and development of market 
 orientation. They are regarded as prerequisites of market orientation (Vorhies et al. 1999, 
 Tuominen 2002) and by identifying and building certain capabilities organisations are seen to 
 become more market-oriented (Day 1994). Capabilities are defined to be: 


“complex bundles of skills and collective learning, exercised through organizational processes, 
 that ensure superior coordination of functional activities” (Day 1994, 38).  


Vorhies et al. (1999) argued  that marketing capabilities are developed when employees 
 repeatedly apply their knowledge and skills combining intangible resources with tangible ones 
 in order to solve marketing problems. Capabilities should, however, be separated from 
 resources or assets. Resources are defined to be anything that could be considered to be a 
 strength or a weakness of a firm (Wernerfelt 1984).  Assets, on the other hand, are the resource 
 endowments the firm has accumulated and capabilities are the glue that holds the assets 
 together and enables them to be profitably applied (Day 1994).  


A firm should have a few distinctive capabilities that are difficult to develop and imitate and 
with the help of which the firm can create superior customer value and achieve a market 
position that is valuable and difficult to match (Day 1994). In other words, a firm with distinctive 
capabilities can gain competitive advantage (Weerawardena 2003). Thus, these capabilities act 
as key success factors that contribute to a firm’s superior profitability (Day 1994). In his study, 
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Vorhies (1998) found that in the firms where strategies were developed, market intelligence 
 processed and shared and decision-making centralised the level of marketing capabilities 
 development was higher than in other firms.  


Day (1994) argued that as every firm develops its own set of capabilities it is impossible to list all 
 the possible marketing capabilities. However, he stated that they can be usefully sorted into 
 three categories: into inside-out, outside-in and spanning capabilities.  Technology development 
 and human resources management are examples of inside-out capabilities that are activated by 
 market requirements, competitive challenges and external opportunities. Outside-in 
 capabilities, such as market sensing, customer linking, connect organisation’s processes to the 
 external environment and enable the organisation to compete by anticipating market 
 requirements before competitors do and by creating sustainable relationships with customers, 
 channel members and suppliers. Spanning capabilities, for example strategy development and 
 price setting, are needed to integrate the inside-out and outside-in capabilities.  


The capabilities that are typical for market-oriented organisations have been researched. With 
 regard to the above categorisation, Day (1994) stated that market-oriented firms have superior 
 outside-in capabilities related to market sensing, customer linking and channel bonding. Vorhies 
 et al. (1999) argued that a  market-oriented organisation has  more effective capabilities in 
 market research, pricing, product development, channels and distribution, promotion as well as 
 marketing management and planning. 


On the other hand, the factors that constrain the adoption of market orientation in 
organisations have been studied. Harris (2002) suggested that there are two types of important 
barriers to market orientation, namely those relating to the actions, attitudes and behaviour of 
managers and those referring to the organisational characteristics of the firm. According to Liu 
(1995),  the practice of market orientation is constrained by factors such as management 
capability, corporate and national culture, resources, the nature of technology and industry, 
organisational structure, key persons’ backgrounds and interfunctional conflicts.  
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2.2.3 Customer orientation and customer relationship management 


Although the terms customer orientation and market orientation have  sometimes  been 
 regarded as synonyms (Deshpandé et al. 1993), they are usually examined as separate 
 constructs. Out of the three components of market orientation classified by Narver and Slater 
 (1990), customer orientation has perhaps gained the greatest attention as an object of 
 individual studies.  


Customer orientation is regarded as a cultural  and behavioural aspect of market orientation 
 (Strong & Harris 2004, cf. Narver & Slater 1990). Green et al. (2007) stated  that it involves a 
 market orientation that highlights and assesses customer needs so that a firm is able to meet 
 those needs with a high quality services and in a ‘feel good’ manner. Appiah-Adu and Singh 
 (1998) also defined customer orientation to describe an organisation-wide focus on evaluating 
 and addressing customer needs. They argued  further that it consists of both customer 
 understanding and customer satisfaction focuses.  


Strong and Harris (2004) identified three antecedents of customer orientation. These are 
 relational tactics, human resource tactics and procedural tactics. The aim of relational tactics is 
 to achieve long-term reciprocal customer alliances. The human resource tactics involve  the 
 training, evaluation and empowerment of employees and their  goal is to support employee 
 activities that offer marketing solutions to customer problems. The purpose of procedural 
 tactics, such as focusing, caring and visiting customers, is to look after the customers. 


Customer orientation has, traditionally, been analysed at two levels: organisational (e.g. Appiah-
 Adu & Singh 1998, Strong & Harris 2004) and individual (Donovan et al. 2004, Macintosh 2007) 
 levels. Stock and Hoyer (2005) explained  the difference between the two levels as follows. 


Studies on  the organisational level relate to market orientation and firm’s behaviour with 
respect to its customers is examined. At the individual level, the focus has been on the 
interpersonal contact between employees and customers. They state further that at the 
individual level customer orientation can be divided into customer-oriented behaviour (e.g. the 
ability of a salesperson to help customers to achieve their goals) and customer-oriented attitude 
(the extent of a salesperson’s affect for or against customers). If a firm truly wants to implement 
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a long-term customer orientation strategy the focus should be on both behaviours and attitudes 
 (Stock & Hoyer 2005).   


As discussed earlier in this dissertation, marketing concept highlights customer relationships 
 (Grönroos 1989, Svensson 2001), but the relational perspective still seems to be missing from 
 the dominant conceptualisations of market orientation (Helfert et al. 2002). Helfert et al. (2002) 
 stated, however,  that market orientation activities can be translated into relationship 
 management activities, such as exchange (satisfying the needs and requirements of the partners 
 in a relationship), coordination (synchronisation of those partners’ actions), conflict resolution 
 (timely reaction to the conflict, readiness for compromises and a sense of justice) and 
 adaptation (meeting the special needs or capabilities of a partner). They argued further that 
 these tasks are in  many ways connected to the components of market orientation: Firstly, 
 customer orientation can be seen as an enabler for relationship management tasks, because the 
 emphasis is on understanding the needs of customers and on committing to customers. 


Secondly, competitor orientation can lead to an  understanding of competing orders and, 
 consequently, forms the basis for conflict resolution and coordination. Finally, interfunctional 
 coordination is the key to serving customers in complex exchange situations.  


Baker et al. (1999) found  that the perception of high market orientation in a relationship 
 partner will lead to  a more positive perception of the whole relationship and that the 
 relationship partner is seen as credible, benevolent, trustworthy and a true expert. They argued 
 further that perception of high market orientation leads to believe that both partners are 
 aiming at common  goals and that they are more committed to and satisfied with the 
 relationship. Consequently, high value is put on the relationship and both parties want to 
 remain in it (Baker et al. 1999). 


The interrelationships of the four constructs – marketing concept, market orientation, customer 
orientation and customer relationship management - are manifold. It should be noted here that 
in this dissertation the focus is on customer relationships instead of the whole array of 
relationships covered by relationship marketing. A summary of the interrelationships of the four 
constructs is offered in Table 1. Market orientation and customer orientation are founded on 
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marketing concept (Kohli & Jaworski 1990, Jaworski & Kohli 1993, Appiah-Adu & Singh 1998, 
 Reinartz et al. 2004). Customer orientation is one aspect or a behavioural and cultural element 
 of market orientation (Narver & Slater 1990, Strong & Harris 2004). Customer relationship 
 management and market orientation affect one another reciprocally  and the same goes for 
 customer relationship management and customer orientation. Market orientation and 
 customer orientation form the basis for customer relationship management (Ryals & Knox 2001, 
 Javalgi et al. 2006). On the other hand, it enhances market and customer orientations (Strong & 


Harris 2004, Coltman 2007). 
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MARKETING CONCEPT  MARKET ORIENTATION  CUSTOMER ORIENTATION  CUSTOMER RELATIONSHIP MANAGEMENT (CRM) 


Definitions  ”The marketing concept says that an 
 organization’s purpose is to discover 
 needs and wants in its target markets 
 and to satisfy those needs more 
 effectively and efficiently than 
 competitors.” (Slater & Narver 1998)  


“a market orientation refers to the 
 organization-wide generation of market 
 intelligence, dissemination of the 
 intelligence across departments, and 
 organization-wide responsiveness to it”  


(Jaworski & Kohli 1993) 


“customer orientation is the sufficient 
 understanding of one's target buyers to 
 be able to create superior value for 
 them continuously” (Narver & Slater 
 1990) 


“CRM is a strategic approach that is concerned with 
 creating improved shareholder value through the 
 development of appropriate relationships with key 
 customers and customer segments. CRM unites the 
 potential of relationship marketing strategies and IT 
 to create profitable, long-term relationships with 
 customers and other key stakeholders. CRM provides 
 enhanced opportunities to use data and information 
 to both understand customers and cocreate value 
 with them. This requires a cross-functional integration 
 of processes, people, operations, and marketing 
 capabilities that is enabled through information, 
 technology, and applications.” (Payne & Frow 2005) 
 Key aspects  - customer focus  


- coordinated marketing  


- profitability (Kohli & Jaworski 1990)  


- generation, dissemination and 
 responsiveness to market intelligence  
 (Kohli & Jaworski 1993) 


- customer orientation, competitor 
 orientation, interfunctional 
 cooperation, long-term focus and 
 profitability (Narver & Slater 1990) 


- generation, dissemination and 
 responsiveness to customer and market 
 information (Strong & Harris 2004) 
 - focus on customer satisfaction, loyalty, 
 retention and, thus, profitability 
 (Appiah-Adu & Singh 1998) 


- establishing, maintaining, enhancing and terminating 
 customer relationships (Grönroos 1997) 


- customer satisfaction, loyalty, retention and, thus, 
 profitability (Storbacka et al. 1994) 


Relation to 
 marketing 
 concept 


- market orientation can be regarded as 
 the implementation of marketing 
 concept (Kohli & Jaworski 1990) 


- origins of customer orientation are 
 based on marketing concept (Appiah-
 Adu & Singh 1998) 


- building and managing ongoing customer 
 relationships realizes the essence of the marketing 
 concept (Reinartz et al. 2004) 


Relation to 
 market 
 orientation 


- marketing concept is the 
 philosophical foundation of market 
 orientation (Jaworski & Kohli 1993) 


- customer orientation is the cultural 
 and behavioural aspect of market 
 orientation (Strong & Harris 2004) 


- a firm with superior customer relationship 


management capabilities shows a greater tendency to 
 capture market-oriented positions of advantage 
 relative to competitors (Coltman 2007) 
 Relation to 


customer 
 orientation 


- origins of customer orientation are 
 based on marketing concept (Appiah-
 Adu & Singh 1998) 


- marketing as a phenomenon 
 represents the customer focus of an 
 organization (Grönroos 2006) 


- customer orientation is one of the 
 three behavioural elements of market 
 orientation (Narver & Slater 1990) 


- one of the philosophical bases of customer 
 relationship management is customer orientation 
 (Ryals & Knox 2001) 


Relation to 
 customer 
 relationship 
 management 


- building and managing ongoing 
 customer relationships realizes the 
 essence of the marketing concept 
 (Reinartz et al. 2004) 


- as a firm becomes more and more 
 market oriented the positive outcomes 
 of customer relationship management, 
 such as satisfaction, loyalty, retention 
 and, thus, enhanced customer lifetime 
 value are the results (Javalgi et al. 2006) 


- relational tactics (relational 
 management, satisfaction 
 measurement, and inter-group 
 communications) have a positive impact 
 on customer orientation (Strong & 


Harris 2004) 


Table 1. Interrelationships between the terms marketing concept, market orientation, customer orientation and customer 
 relationship management. 
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2.3 Outcome of market orientation - performance and success 
 2.3.1 Assessment of performance and success 


The terms “performance” and “success” have often been used as synonyms (e.g. Maltz et al. 


2003) and the same measures have also been used in their assessment. However, they can also 
 refer to different meanings. Performance has been defined as  the ability of an object to 
 produce results on a dimension that has been determined beforehand, with relation to a target 
 (Laitinen 2002). Performance often relates to action and processes that lead to some outcome 
 and the result of the action is also generally included in the examination (Lebas & Euske 2007). 


Success, on the other hand, often refers to the achievement of goals  or objectives (Pasanen 
 2003). Beaver (2002) stated that the best and the most accurate way to assess success is to 
 inquire whether the specific goals of the enterprise have been achieved.  


Performance is often assessed with financial measures, such as efficiency (e.g. ROI), growth and 
 profit (Murphy et al. 1996). However, Neely (1999) pointed out that these financial measures 
 have been criticised in the  literature because they e.g. encourage short-termism, are 
 historically focused, fail to offer information on customers’ wants and competitors’ actions and 
 are often poorly defined. Consequently, non-financial measures, such as time, flexibility and 
 quality have been included in the assessment of performance (Neely et al. 1995, De Toni & 


Tonchia 2001). Thus, it has been argued that performance should be evaluated by both 
 financial and non-financial measures, as  in modern firms  financial  measures alone are not 
 regarded as sufficient for decision-making (Laitinen 2002).  


Performance measures can also be classified into objective and subjective measures. González-
Benito and González-Benito (2005) stated  that objective measures refer to financial 
performance indicators impartially quantified and obtained either directly from organisations 
or through secondary sources. Subjective measures, on the other hand, relate to judgmental 
evaluations of internal or external respondents and comprise both financial and operational 
indicators. When comparing the two, González-Benito and González-Benito (2005) suggested 
that subjective measures are more appropriate when measuring market orientation, because 
they facilitate 1) the assessment of complex dimensions of performance (e.g. customer 
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satisfaction), 2) cross-sectional analysis because performance can be quantified in comparison 
 to objectives and competitors and 3) the consideration of lagged effects and the strategy of the 
 firm. 


In the academic literature, there has been a similar discussion concerning the role of financial 
 and non-financial and objective and subjective measures in the  assessment of success. 


Traditionally the measures used in the evaluation of success have related to growth, profit, 
 turnover, ROI or number of employees (Walker & Brown 2004, Simpson et al. 2004, Paige & 


Littrell 2002, Greenbank 2001, Honig 1998). Especially firm growth seems to be closely 
 connected to success (Pasanen 2003) as the assumption of growth is often implicitly related to 
 a successful firm (Walker & Brown 2004). On the other hand, researchers have also proposed 
 non-financial success measures, such as autonomy, job satisfaction and the ability to balance 
 work and family (Walker & Brown 2004). These non-financial measures are often assessed 
 subjectively and refer to personal issues. Financial and objective performance  and success 
 measures are quite similar. The subjective measures of each, however differ in some respects. 


As discussed above, subjective performance measures often relate to financial and operational 
 indicators, whereas subjective success measures may refer to personal issues. However, in this 
 dissertation the terms performance and success are used synonymously.  The term success, 
 however, is preferred to refer to measures that also take personal issues into account.  


2.3.2 Relationship between market orientation and performance 


Narver and Slater (1990) stated that market orientation helps a firm to create superior value for 
customers and, consequently, achieve  superior competitive advantage and, further, above-
normal market performance. According to Slater and Narver (1998),  market orientation 
comprises norms of behaviour that lead a firm quickly to learn about and from customer needs 
and to respond to them in an entrepreneurial manner. They also stated that market-oriented 
firms identify and exploit discontinuities both in the served and unserved markets through the 
capabilities arising from market orientation. 
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González-Benito and González-Benito (2005) made a useful summary of the studies examining 
 the relationship between market orientation and performance. The summary showed that this 
 relationship has been studied in various geographical, economic  and political scenarios, in 
 different markets and between different industry types (e.g. product/service, profit/non-profit 
 organisations). Firm size, competitive strategies and competitive environment situations have 
 also been taken into account. In addition, the summary indicated that although there are some 
 studies where the relationship between market orientation and performance was not attested 
 to, in the majority of them a positive link between the two was found and justified. Thus, it can 
 be concluded that researchers are unanimous about the positive impact of market orientation 
 on firm performance (e.g. Kirca et al. 2005, Matear et al. 2004, Pulendran et al. 2003, Matsuno 
 et al. 2002, Kohli & Jaworski 1990). In these studies, performance was measured e.g. by self-
 reported, judgemental evaluations of profitability (e.g. Kim 2003, Narver & Slater 1990), market 
 share, percentage of new product sales and ROI (eg. Matsuno et al. 2002), market growth (Kim 
 2003), overall performance of the business unit last year and overall performance relative to 
 major competitors last year (e.g. Pulendran et al. 2003, Jaworski & Kohli 1993). It is argued that 
 the relationship between market orientation and subjective measures of performance is 
 stronger than that between market orientation and objective measures of performance 
 (González-Benito & González-Benito 2005, Kirca et al. 2005). In those studies where no direct 
 relationship between market orientation and performance was  detected, there were 
 mediators, such as innovation (Vázquez et al. 2001) and knowledge-related resources 
 (Olavarrieta & Friedman 2008) through which market orientation seemed to positively 
 influence performance. Other factors that have been proven to act as mediators are customer 
 loyalty and quality (Kirca et al. 2005). 


In addition to mediators, there are also moderators that either increase or decrease the impact 
of market orientation on firm performance.  Kohli and Jaworski (1990) proposed that market 
turbulence (i.e. changes in the composition of customers and their preferences), technological 
turbulence, competitive intensity and economic situation act as moderators. Empirical studies 
have offered mixed support for these propositions. In Jaworski and Kohli (1993) the moderating 
effect of market turbulence, technological turbulence and competitive industry was rejected, 
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whereas the studies by Olavarrieta and Friedman (2008), Kim (2003) and Greenley (1995) gave 
 support to the moderating effect of market turbulence. In Kim (2003), the results partially 
 supported the moderating effect of competitive intensity but rejected that of technology 
 turbulence, whereas the findings of Greenley (1995) indicated that technological change has a 
 moderator effect. Other moderators that have been examined are e.g. industry type and 
 economic ideology (Sin et al. 2005) as well as cultural context (uncertainty avoidance, power 
 distance, individualism, masculinity, long-term orientation) (Kirca et al. 2005).  


Market orientation is regarded to have other positive impacts than that of enhancing firm 
 performance. Kohli and Jaworski (1990) stated that it enhances clarity of focus and vision in the 
 strategy of an organisation, provides psychological and social benefits for employees, improves 
 esprit de corps and lead to satisfied customers who spread positive word-of-mouth and remain 
 the  organisation’s customers. In service firms, market orientation is seen to have a positive 
 effect on customer satisfaction and service quality (Webb et al. 2000). Market orientation also 
 helps a  firm to create superior value for  channel members and, thus, enhances channel 
 collaboration and, further, performance (Hyvönen & Tuominen 2007). 


The academic discussion on marketing concept, market orientation and success is summarised 
 in Figure 3. Marketing concept is regarded as the foundation of market orientation (Jaworski & 


Kohli 1993) and affects the marketing practices carried out in enterprises. Market orientation, 
 in turn, comprises three behavioural components: customer orientation, competitor 
 orientation and interfunctional coordination (Narver & Slater 1990) and three sets of activities: 


generating, disseminating and responding to market intelligence (Jaworski & Kohli 1993). 


Finally, market orientation is considered to enhance firm performance and success (e.g. Kirca 
 2005, Kohli & Jaworski 1990). 
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Figure 3. Summary of the relationships between marketing concept, market orientation  and 
 success. 


2.4 SME context 


2.4.1 Marketing in SMEs 


Marketing is regarded as  relevant to  both large and small organisations (Hogarth-Scott et al. 


1996) and basic marketing principles are seen to apply to both of them (Reynolds 2002, Siu & 


Kirby 1998). At the same time it is recognised that small firm marketing has unique 
 characteristics that differentiate it from that of large organisations (Fillis 2002, Gilmore et al. 


2001). Small firm marketing has been characterised by attributes such as haphazard, informal, 
 loose, unstructured and spontaneous (Gilmore et  al. 2001), that compared to “textbook” 


marketing seem to have somewhat negative connotations. In addition, small firms appear  to 
 have specific weaknesses with regard to pricing, planning, training and forecasting (McCartan-
 Quinn & Carson 2003). On the other hand, it is argued that a great part of marketing in SMEs is 
 driven by innovation (O’Dwyer et al. 2009). Moreover, small firms are seen to operate close to 
 their  customers, to be flexible and to respond quickly to the changing needs of customers 
 (McCartan-Quinn & Carson 2003). Some SMEs place  strong emphasis on customer care, 
 concern for employees’ welfare and reliance on intuition and awareness of the environment in 
 their marketing (Blankson et al. 2006). 


The special characteristics of small firm marketing are considered to result from various 
 limitations. According to the literature, marketing functions in SMEs are seen to be hindered by 
 poor cash flow, lack of marketing expertise, business size, tactical and strategic customer-led 
 problems (O´Dwyer et al. 2009), narrow customer base, over-reliance on the owner-manager’s 
 marketing competency (Stokes 2000b), limited resources relating to finance and time and 


Marketing concept  Market orientation / 
 marketing practices 


Success 
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limited impact in the marketplace (Gilmore et al. 2001). With limited resources added to the 
 day-to-day pressures of the business operations, marketing may seem to be peripheral and an 
 unnecessary luxury in small firms (Hogarth-Scott et al. 1996). 


Special attention is paid to the role of the owner-manager in SME marketing as s/he is seen to 
 be omnipresent in every function of the small firm. The  small business  owner-manager is a 
 generalist who has to have a vision of where the business is going and at the same time to take 
 care of the operational details carried out in the firm (Hogarth-Scott 1996). It is argued that 
 marketing in small firms is  related to the owner-manager’s attitudes to, experience of and 
 expertise in marketing because these are essentially those of the firm itself (McCartan-Quinn & 


Carson 2003). The marketing practices adopted in a small firm are also greatly influenced by the 
 owner-manager’s decision-making and inherent skills and abilities (O’Dwyer et al. 2009). 


Hogarth-Scott et al. (1996) argued that marketing is often misunderstood and underutilised by 
 owner-managers and they do not always appear receptive to marketing if there is no need e.g. 


for  growth or expansion. Furthermore, owner-managers may define marketing as quite 
 narrowly relating only to selling and promoting, but the actual marketing done may still cover a 
 wide range of marketing practices (Stokes 2000b). Stokes (2000b) stated that owner-managers 
 spend considerable time and resources on marketing, but they may call it by another name. The 
 need for marketing is recognised, but often an ad hoc, reactive approach is adopted and, for 
 example, the traditional way of looking at marketing with the 4P’s is not given much attention 
 (McPherson 2007). O’Dwyer et al. (2009) stated that there are specific variables and influences 
 according to which marketing is formulated in a way that maximises benefit for a SME. They 
 argued  that marketing activities in SMEs are shaped  through a process where competitors, 
 customers, the business environment and the limited resources are taken into account.  


According to Siu and Kirby (1998), there are  four approaches that try to explain the role of 
marketing in small firms. These approaches are 1) the stages/growth model, 2) the 
management style model, 3) the management function model and 4) the contingency model 
(see Table 2). Siu and Kirby (1998) criticised that although each of these approaches contributes 
something to the research of marketing, they still fail to give a comprehensive picture of 
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