Ao RdionGamEn

AHMEDRDABAD

Working Paper

4
-«

W, P.:374’



MARKETING ORIENTATION IN
INDIAN IBDXJSTRY

By

Subhash C. Mehta
&
Shreekant G. Joag

WP No. 374
August 1981
WP374

The main objective of the working paper
series of the IIMA is to help faculty:
members to test out their research:
findings at the pre-publication st;be.

INDIAN INSTITUTE OF MANAGEMENT
AHMEDABAD-380015
INDIA :




MARKETING ORIENTATION IN INDIAN INDUSTRY

By

gubhash C. Mehta
shreekant G. Joag

There are four alternative concepts under which organizations
ean conduct their marketiﬁg activities, namely, the product concept,
the selling concept, the marketing concept and the socistal marketing
concept {Kotler, 1979). Wuhile all of these concepts recognise the
need for the organisations to satisfy their specific goals, the route
through which these goals can be achieved and the assumptions about
the consumer behaviour and the key tasks of the organisations are
different under sach of these concepts. It is also recognised that
sach of these concepts can be a valid orientation under diffarent
market conditions and successful organisations have moved from
product concept to other thres higher order orientations with a changs
in the marketing environment, While socetal marketing concept is
still a distant dream for most organisatiens sven in the developed
wnrld,\adoption of the marketing qancapt sgamg to pe on the increase
in those countriess. A number of studies have measuted the extent

of adoption and implementation of the marketing concept by business

firm in the U,5. (Hise 19653 vizza, Chambers & Cook, 1967 Barksdale
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and Darden, 19743 McNamara 1972;_Lusch,rudeil and Laczniak, 1978).
Also, many conceptual papers have appearsd, some pointing to the
bénefits to be derived from aduptiﬁg the marketing concept and
suggesﬁing guidelines to implemant it (Wakefield, 19583 Feliton, 16953
Allen, 1959} Veibranz, 1967) and others quastioning the desirability
and feasibiility of adopting the concept (Bell & Emory, 19713 Lundstorm,
1976; Sachs and Benson, 1978; Stampfl, 197B). Most of the above
studies indicate that congumer sophistication, strength of organised
~congumerism and increassd competition, with high stake in retaining

or gaining market shares, hbave been the compalling forces in the

adoption of the marksating concept.

what can ons say about the market orientation of the Indian
business organizations? In the absence or partial existence of
many of the compelling forces which lead to the adoption of the
marketing concept in thas MEst,.do companies in India reflect primarily
a product or selling concept or even in our type of sheltered markst

environment is there some attempt to agopt a market orientation

which gives a certain central focus to the customer in the mar ket ing
‘activities of the firms? In other words, have the companies in India
= - ¢

begun to realise that even in a sellers’ market therg may be substantial

pay off from the adoption of the marketing cohcept? Based on rasponses
from 91 marketing executives fram a cross-section of Indian business

organizations, the present study provides some answers to the ahove

Y
questions. It also tries to investigate the relationship betwsen



mari-ting mix ~‘crisi as  and quality of market parformance on one

hand and marketing orientation scores of the companies on the other.

Nethodolugz

A structured gquestionnaire was mailed to about 300 marketing
exacutives representing the alumni of the Indian Institute.of
mapagement, Ahmedabad, from both the post—qraduate programme &s well
as the management development programmes; A total of 91 completed
questionnaires were received back fram expcutives representing &
cross-section of 85 manufacturing and marketing companies in India.

The questionnaire attempted to gather perceptual responses of the
marketing executives regarding their assessmant of the predominant
marketing erisntation in the companies they represented as reflected

from the manner in which their organisations operated and arrived

at operating and strategic decisions. Most of the questions were

asked indirectly to somewhat disguise the purpose of the study mhich

was titled as WExecutive View of Marketing Function in Indian Industry.®
Besides the background information on executives and their organizations,
the questionnaire covered areas like change orientation of the

> P
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drganizations, response to environmental changes, speed of dscislon-

¢
rs

making and their communications within the organization, quality and
use of marketing information, role and importance of marketing
function wit hin the organization, extent and level of marketing

-

plannihg and overall adoption of the marketing concepty In addition,



a question ort each of the four major elements Of marketing mix,
namely, product, price, place (distribution) and promoction was
asked to assess the primary grientation in these spécific decision

areas.

All measurements in this study were based on @ 5-point scale
with 1 reflecting highcst marketing orientation and 5 reflecting
the least marketing orientation. Therefore, all through the study,
data should be seen with lower numbers projecting a favourable

picture, i.e., higher degree of marketing grientation.

sample Profile

Forty six per cent of the responding executives represented
industrial marketing companies, 21% consumer marketing and the
remaining had mixed operations. only 8% of the campan ies represanted
were from the public sector, all the remaining being public or pri-
vate limited companies from the private sector. Sizewise, 23% of
the companies had annual turnover below fs. 10 crores, 24% betwaen
Rs. 10 to 25 crores and the remaining 53% were large size companies

with, turnover above fs. 25 crores. .
~ 14

As regards the organisationél level of the réspondents, 82%
wate from senior marketing management positions, 5% each from top
and middle levels and 8% from junior management positions. All
but ons respogﬁent had education at least upto bache%nrs level with

494 of them having engineering degrees, ZQ% gach from commerce and



science and 10% from arts backqround. Forty eight per cent of the
respondents had over 10 yesars working experience in marksting, 39%
between 5 and 10 ysars and the remaining 13% less than 5 years'

axpsrisnce.

Regarding competitive environment, 88% of the responding exe-
cutives felt their organisations oper3ted in 'considerable' to
textrems' competition, while the remaining 12% felt that théy faced

little or no competition.

Respondents were alse asked to ratalthe pverall performance
of their organisatijons in comparison Qith similar other companies in
the industry over the last 3 years period. On sales growth, 78% of
the executives perceived their company performance from Good to
Excellent, remaining terming it &s Poor to Fair. The mean rating an
this variable was 1.9 withg = .8, 0On profitability criterion, 62%
congidered their profitability either Good or Excellent while 11%
considered it poor and 27% Fair. The mgan rating on this variable
was 2.3 with 6/'= .9. As regards increase in market sbare, 62%
’consipered their performance on this indicator as good to excellent,
”25% considered it fair and the reﬁaining cnnsiderad;it poor, Tha
megan rating on this variable wag 2.4 with & = .9. on the whole,
therefore, the gample repressnts organisations which are predominantly
operating in a_competitive environment and are perF;rming better than

© ayerage in the industries they represent. This refle&ts partially
_ \



the sampling bias of this study, since placement of IIMA graduates
ag well as participation of executives in its management development
programmes is generally from more progressive and perhaps better
managad organizations facing a certain degree of competition in the

environment.

.There is also a possibility of another type of bias in this
study. GSince a2ll the respondents had same degreas of exposgure to
professional marketing sducation or training at the Institute, they
could have either used stricter standards of measurement or else
their ability to guess the purpose of the study being higher, they
could have possibly given responses in the desired direction, These
are some of the limitations of the study and the picture that emerges
of the marketing oriemtation in Indian industry from this research
is perhaps more favourable than the average prevailing situation
in the country. Of course, every effort was made to reduce the
impact of these biases by not only asking questions indirectly but
also depending more on factual information as well as use of numerous

crogs checks.



FIND INGS

Change Orientation

Marketing is a dynamic function and a marketing oriented
b:ganizaticn has to constantly ksep reviewing, modifying,and extending
its product line and its marketing methods to kesp pace with the
changing.enuironment. It has also to keep exploring opportunities
in the newly emerging market segments. Besides the change itself,
the source of change, i.s., factors which predominantly drive the
organization towards - such change and whether tﬁeir base lies in
internal production factors, external competitive forces, or else
ma jor push is drawn from an analysis of changing customer needs ié

an important indicator of marketing orientation in the organisation.

. The data indicate that Indian business firms have mads only
moderate changes in their product lines over the last three years.
On a S5~-point scale with 1 indicating change to a'great extent' and 5
'no change,'the average score for product modifications, addition of
new branmds or new models of existing products, and introduction of
new products came to 2.85, 2.77 and.Z.BD respectively. Though

-

¥
“ differences are not statistically significant, the highest score

¥
<

{(which indicates least change) for product modifications indicates
a ecertain reluctance ta changes in existing products and preference
for infroducing additional new models of existing products or

introducing completely new products. Organizations asem to like

4



additions to their existing products. This, however, is 2 tentative

hypothesis needing further confirmation.

As regards the push factor for these changes, quality problems
and improvement in production methods roceived the top ranks and
customer related forces the second rank. Push from competitive
forces was considered of lsast importance in forcing gompanies to
bring about changes in their product lines. predominance of tech-
nical reasons coupled with lack of caompetitive pressurs do indicate
production orientation of Indian companies, despite the fact that
p8% of the responding executives had reported their organisationsg

gperation in tconsiderable' to 'extrems' competitive situation.

As regards attempts to serve new market segments during the
last three years, overall effort appears to be of a moderate level.
The most important means of entry into new markets was found to be
change in marketing methods through modifications in pricing,
distribution, sélling or promotion, which received a scors of 2.66
on a S-point scale with 5 indicating no changse. This was followed

by eptry through introduction of new products. Modification of old
/
products to suit the specific nesds of new mar ket segments was
cohsidered the least important mode of entry into new markets
with score of 2.,99. This, again, is indicative of absence of efforts
to explors thg nged for hodifications in existing 5roducts and a
preferenée For‘intrcductiun of new produchs Or clss 5 change in
\

marketing strategy to suit the neuw segmenfs.



Response to Environmental Changes

Respondents were asked to indicate the factours that were
expected to change the markets for their products over the next ten
years, the effects of these changes and the major ways in which their
organisations would have to respond to these changes. The changes
« in the magnitude of competitioms, changes in government policy and
genegral changes in the egconomy were considered to be the primary factors
which would change their markets in the future. Changes in techneclogy
and changes in customer needs were considered relatively of minor
importance. To the extent changes in competition in a planned
gconomy and general economic changes are intimately related to
government policies, this appears to be the single most important
factor expected to be of great significance in bringing about changes
in the future marketg;

As Tegards the sffect of these changes, the respondents falt
that these factors would chamge the size of the market to 2 consgi-
derable degree and amount of competition and market dynamics to
some extent. As for the organisaticnal response to these forces, the
;respongents felt that Drganisatioqa would have to expend considerable
effort in research and development and in the conduyct of market
research and information systems. Alsn; companies will have to
reorient their marketing methods considerably. Respondents don't
expect a graat—deal of emphasis being put on nrganisational changes
or widespread introduction of management systame to ékpe with changed

needs of the organisations in the next ten years.
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These responses do indicate the expectation of a greater orientation
in the future, with major stress being laid on market originated or

consumer oriented R & B woTk.

gpeed of Decision-fMlaking and Their Communications

On operational decisions, 59% respondents felt that decisions
wers taken fast and communicated effectively within the organisations,
while 37% felt that usually decisions were taken slowly and with too
much of unnecessary thinking. The remaining 4% felt that decisions
were often delayed causing hardships. Thus, & substantial number of
41% executives were not satisfied with tte speed with which the
operatiunél decisions were taken and the effectiveness of their

communications.

Regarding decision-making on policy matters, only 43% of the
respondents felt that such decisions were formally documented. As
many as S57% indicated that policy decisions were never documented
and were taken mostly when a policy matter became an opsrational

Urgency .

4 =

N ! .
Regarding clarity of marketing policies and procedures, while
~

63% of tespondants expressed satigfaction, as many as 37% felt that
gither the policies were not clear to most managers OT else the
policies were clear but the reasoning behind these policies were

-

rarely known to most managers.
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It is thus clear that strategic orientation of Indian companieg
is weak and policy matters are decided as and when the need arises.
Also; reagsoning behind many policy decisions is not fully understood
and appreciated within the organisation. Moreover, decision=-making
process appears more efficient in operational decisions than in vital
policy matters which are perhaps congidered the scle domain of the
top managsment, with resultant alienation or lack of involvement 2t

other levels of organisations.

Marketing Information System

For effective decision-making, marketing oriented companies
require a continuuué flow of gualitative as well as quantitative
information on sdles, stocks, outstandings, custaomer complaints on
products, service or other aspects of marketing and intelligence
about competitive activities from the field saleé staff. Requlaity
with which this information is collected, its format for collection
and processing, the level to which such information is passed on
and the axtent to which it is used in marketing planning, are all
indicative of marketing orientation.

’ o
N /

geventy six per cent of the executives reporteg regular collection
of such information, Though regulay system of collecting such
information was missing in the remaining organisations, 15% executives
reported tha£ such information was collected quitexfrequently and the

-

remaining regsorted to occasional collection of such Mformation.
: y
Y
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Regarding format, 34% executiues_reported using a highly structured
format, 49% éaid their format was partially structured, while 17%

did not use any standardg format or asked for completely open shded
market information reports. As regards processing of information,
39% reported the existence of a very concrete subjectwise compiling
system in their organisations, 50% reported that only important
selocted information was compiled subjectwise, while 1% of the
executives believed that in their orgapisations there was hardly any
systematic prﬁcessing and compilation of information., “Twenty per cent
of executives reported that such field reports were sent upto top
mapagement level, while 57% opined that such reports were sent upto
marketing heads' level. Remaining 23% respondents reported that such
field information was sent only upto branch office level or in some

cases only to first level supervisors.

Effective use of such field information for evolving company
plans was reported by 36% of the executives. Another 35% reported that
important pieces of such information, to the extent they could be

recalled from memory, were used in planning. For the rest 29%,
‘ o~
- - /

plans were made either without reference to such information or elss
<

anly some indirect use of such information was possible by planners

which was hard to pinpoint.

In essence thus, while congiderable field information is

collected by the Indian companies, most of f& is unstructured or
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partially structured, its com#ilation is less than adequate, and its
reach to the top management for policy decision-making is posr. Nor

is the information used effectively in marketing planning tasks. The
quality of marketing information systems will have to be substantially
strengthened and their compilation and processing considerably improved
to bring in an adequate degree of marketing orientation in Indian

business organisatipns.

“Marketing Planning

for effective management of their target markets, companies have
to set annual sales and profit goals and develop, both, short and long
term marketing plans and budgets. 0Only 21% of the executives reported
the absance of any\Fofmally documented marketing plan in their organ-
isatinng. Forty seven per cent of the executives reported having only
an annual plan while the remaining 32% reported the existence of a long

term plan in their organisations extending to five year period or more.

Whils marketing planning, at least of an annual nature, was
Fairly widespread in Indian companies, there are doubts about the
gquality of dissemination of thesgrplans'to different levels of manage-
ment within the crganisation. Unless plans are préperly communicated
to those yho have to implement theh; the useFulness.OF such planning
exercise is substantially diminished, Nearly 25% of the exscutives

believe that fost managers within the organisation d%j not know about

the existence of such plang which were perhaps known only to top
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mapagement. Another 28% belisved that though plane were known to

most managers, these were generally top-down plans with very little
appreciation of the process and the reasoning which formed the basis
por the formulation of these plans. Only 47% of the executives
expressed satisfaction with the planning process and its communication

within tbe corganisation.

As regards the content of the plang, primary emphasis appears
to be on productwise sales targets which received a rating of 1.28
on a 5-point scale with 1 as 'to a great extent'. Considerable attent-
ion is‘also paid to market segméntwiée'séles targets with a rating

of 1.98 on a gimilar scals.

A good market ing plan should not only set the sales goals but
also spell out the-sfrategic glements of the marketing programme that
would be instrumental in the achievement of the targets. On this,
the marketing plans in India seem to emphasis, to some extent, the
area of new products to bs introduced, and the new type of markets
" the company intends entering. Plans regarding product modifications,
_;duerbﬁging and promotional effortgy sales furce changes, price changss
and changes in the chanﬁel arranggments, etc., are a1 given only
limited or no attention. Marketing planmning task, thus, appears to
have primarilyfa sales orientation in the Indian organisations and
strategic aspects of implementing the plan are someyhat ignored as

. \
a part of the planning process. It is perhdps not fully realised
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that sales target is not a fixed number but is a function based on

inputs in terms of marketing efforts.

Marketing Concant

Markgting concept implies that for a firm to operate success=
fully the marketing organisation in the enterprise must play an
expanded role., Felton (1959) defines marketing concept as a fcorporate
state of mind that insists on the integration and coordination of all
the marketing functions, which, in turn, are melded with all other
corporate functions for the basic objective of producing maximum
long-rang corporate profits.'! 1It, thus, implies three basic sloments:
(1) customer orientation, (2) integrated esffort and (3) attention to

long term profits rather than gales volume.

Respondents were asked to indicate their degres of agreement/
disagreement with the statement that all marketing activities of
their company were centred around accumulated and updated knowledge
of their customer needs and behaviour. Forty one psr cent strongly
agreed, 46% partially agreed, and the remaining 13% either were
neutralior disagreed with the stateqbnt. Thus, a very substantial
ﬁ;jority of executives, at least philosophically, sgeh to believe
that their operations are highly customer oriented. Howaver, on
profits and sdles volume focus, the picture reflects a certain lack

of marketing origntation., Thirty three per cent of executives opined

that their focus was more on immediats profitg against 19% who
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considered their compamies focussing more an long run profits, remaining
48% indicating a middle (mixed) approach. Similarly, 35% believed

that their focus was more on sales velume as compared to 25% who
considered customer satisfaction as the primary fucus, remaining

40% again taking a neutral position.

On the relative importance of marketing organisation, 16%
believed that marketing was subservient to functions like finance and
production in their organisations, while 32% considered it as equal
in imbortanCB to ather major functionms. FEight per cent opined that
marketing was considered more important than other functions, another
26% reported that marksting was the major coardinating function in
the company to bring about integration between different functions
and the remaining 18% considered markeﬁing ag a controlling function

of the company with other departments getting directions from it.

Similarly, involvement of marketing head in top level policy
decigions like expansion, diversification, new product introduction,
etc., was found to be generally widesprsad with only 12% of the

exscutives saying that marketing heaps' visws were not fully respected,
L4 ' .

- ~

]
-

How do Indian organisations ensure that marketing orientatian
is imbibed by al; the business functions? This ecan bg achieved
either through having a certain proportion of managers in other

functions who have had some experience or training in magksting or
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glgs through inter=-departmental transfers and inter-disciﬁlinary
committees/meetings., In half of the companies, the managers in
production, finance, purchase and personnel departments did not hava
any training ar experiencs in marketing. OQOther companies seemed to
have 25 to 30% of their managers in these departments with some
exposure to marketing. Similarly, inter-functional transfers of
managers from marketing to other functions and vice versa was not
found to be a significant phenomenon in indian industry. Only 8% of
the executives reported that sich transfers mere.ganerally made ih
their organigations. However, uss of inter-departmental committees
to resolve problems is fairly extensive with only 30% of the executives

reporting absence of such mechanisms in their organisationa.

In essence, thereforse, while marketing departments seem to have
comg Df‘age in the Indian companies, the marketing concept still appears
to be primarily a concern of the marketing segment of the organisationg.
For the entire firm to be in tune with the market, and the marketing
orientation to permeate within the entire organisatiun, & considerable

distance has yet to be traversed. It is also worth realising here that
= I
dr respondents were marketing executives who may have projected
‘: Al
more importance for themselves and their function than what it

v

redlly is in the organisation.
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marketing Mix Decisions

marketing mix is the set of controllablc variables that the firm
can use tb influence the buyers responses. Though many variables can
qualify as marketing-mix variables, McCarthy popular ised a four=-factor
classification ealled the "four Ps", namely, product, place {distribution
channels), promotion and price (Mccarthy, 1978). An ottempt was made
in this study to investigate the extent to which emphasis in the

four Ps reflects marketing orientation in the Indian companies.

(a) Product: Marketing orientation in an organisation should result
in heavy reliance on customer-oriented sources for new product ideas
or for clues towards product modifications. Kollat, Blackwell and
Robeson (1972) have reported that ™as increasing numbers of companies
have adopted the marketing concept, added emphasis bas been placed

on customer-oriented sources of nsw product ideas." WMoreover,
adoption of the marketing concept implies greater reliance on marketing
research in various stages of new product planning, including gener-
ation of id%as for new prgducts or product modifications. The present
research indicates that field sales staff, distributors, suppliers
~Anhd cﬁapetitors were the most impofiént sbufces of rmew Product

1

T
ideas or product modifications. The second most important source
was indicated as research and development work within the company,
technical developments abroad and experience based suggestions of

"
production . staff. The suggestions and complaints of cystomers or
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fltimate usors got a poor third rank and formal market research was
considered as the least important source of new product ideas. Thus,
as far as this particular aspect of new product ideas is concerned,
marketing orientation in the Indian companies appears to be weak.
Greater rellance ~n field staff, R & D, and other technical factors
as source of new product ideas may partially be explained by the fact
that nearly half the sample in the study was drawn from industrial

marketing companies.

(b) Place (Distribution): The situation on distribution element of

the marketing mix is relatively more reflsctive of a marketing orient-
ation in the Indian compénieS. fourteen per cent of the executives
believed that policies and procedures of distribution in their companies
were decided in close collaboration and consultation with the trade

to arrive at mutually acceptable terms. Another 60% opined that

company worked closely with the distribution system and treated it

as an extension of its own marketing organisation. Among the remaining,
26%, 13% reported that though distribution system was independent,
company assisted the system in designing its selling methods, stocking

pelicies and trade terms. 0Only a small minority of 12% executives

]
-~

reported tha£ in their companies, distribution systém was not only
indspandent but was also primarily resboﬁsible for deciding itg own
selling methods, stocking policies and trade terms. It thus appears
that Indian,pompéﬁias work closely with the channel systﬁm and co=

operation rather thamn conflict is the primary\mnde of channel cperationg.
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(c) Price: 1In this slement of the marketing mix, the major interest
of the research was to find out if companies' primary emphasig in
p;icing‘policy reflected cost-orientation, demand.orientation or
competition orientation., Nearly 45% af the akecutives reported that
their firms set prices largely or even whally on tha basié of their
costs. Eighteen per cent of the executives reported primary emphasis
in their pricing as competitive parity or going-rate pricing. The
remaining 3?% reported demand-oriented pricing. OF these 29% believed
that price was set on the basis of customer perceived value for the
product, which in turn is often based on total perfﬁrmanca as well as
psychological and service characteristics of the total offering.

The rest 8% considered overall cost of using the product to the consumer
as the major basis of pricing policy. Pricing element of the marketing
mix, thus, presents a gomewhat mixed picturc of mar keting orientaticn.
To the extent cost orientation is the major basis in the maximum

number of companies, marketing crientation in the clement is on

weaker side of the scale.

(d}) Promotions 1In the area of promotion, the only quest ion asked
o~ - :
. k4 ¢ .
wes about’ the nature of primary emphasis in company's advertising

and communication strategy. It was hypothesised that marksting orie—

+

nted companies would lay more emphasis on customer oriented communi-

cations, while other companies would put major focus on product

e
oriented communicatijons. The data were quite encouraginy with 58%
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aof the executives reporting customer oriented communications. Of
these, 17% believed that primary emphasis in their communications
was on showing how the use of the product fitted into the overall
consumption or use system of the consumer, while 4%% belisved the
emphasis to be on projecting benefits of wusing the products‘to the

customers.

Among executives who reported primary emphasis in their
communications on products, 28% reported that their companiss
primarily projected positive product features while 13% indicated

emphasis on projecting competitive advantages of using their products.

The research thus gives consgiderable evidence of the existence
of marketing orientation in the communication element of the marketing
mix, To the extent communications in most companies are handled by
advertising agencies, which relatively are supposed to‘be more market-
ing oriented, use of customer oriented themes in advertising should
be genarally expected.

Impact of Mariketing QOrientation on Marketing Mix

~
E4 /

fbr each respondent, a marketing orientation Eotal score was

f'é‘

computed for the company he represented, In all thers were 54 items
which formed this index (Exhibit I) and theoretically the scores
eould range from 54 representing highest marketing orientation to

g

270 representing leasf orientation. Thes actuyal Scﬂres‘hbtainad had

a range of 65 to 187 with a mean of 140.6 and standard deviation of
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21.9. The responsecs were divided into three groups with scores upto
120 forming highest marketing orientation, scores between 121 to 150
forming medium marketing orientation group and the rémaining with
scores above 150 heing the least marketing oriented group. An attempt
was made to examine the relationship betwsen marketing orientation
scores and the extent of emphasis in the marketing-mix decisions
towards customer/market orientation. This was done for each element
of the marksting mix. The following were the specific hypothesses

to be tested:

1. The greater the extent of adoption of the.marketing orientation
by an organization, the greater will be its use of customer

oriented sources for new product ideas.

2. The greater the extent of adoption of ths marketing orientation
by an organisation, the greater will be its emphasis on designing
its policies and procedures of distribution in close collaboration

and consultation with the channel.

3. The greater the extent of adoption of the marketing orientation

by an organization, the greater“will be its empbasis on customer
sriented pricing policiss.

4, The greater the extent of adoption of the marketing orientation
by an Drganisatidn, the greater will be its emphisis on customer.

5
oriented communications in advertising.
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Tosts of Hypotheses

1. 0Orientation vs. New Product Sources

The first hypothesis suggested that greater the marketing

orientation, greater the likelihood that a firm will uge markeg/

customer oriented sources for new product ideas. Table I presents

chi-square analysis of this relationship.

Table I

sources of New Product Ideas

Market QOrientation Customer Field oriented R & Tech.
oriented (suppliers, facilitiocs
market compet ition etc)
research

High (score < 120) 4 6 4

Medium (score 121 to 150) 10 18 18

Low (score > 150) 0 15 16

2 ' L
X© = 9,31 dF = 4 Lovel of significance = .1

The hypothesis is thus supported at .1 level. Marketing
oriented companics do seem to rely more on marketing/customer oriented

’p -
. -
- sources of new product ideas. The correlation betwsen thesc two
' s
variables was found tn be .63. These results were different from a

study conducted in the US which found no significant relationghip
between new product customer-oriented sources and aktent of marketing

-
concept adoption (Lawton and parasuraman, 1980). \

\
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Orientation vs. Distribution Policies

The chi-square analysis of the relationship betwesn extent of
marketing orisntaticn and distribution policies was performed. The

results are pregented in Table IT1.

Table II

Mutual Clasc Distribution Policivs
Market collab- working
Orientation oration relation. Assistance Channel totally

ship independent

High 2 11 1 0 14
(score & 120)
Med ium
(score 121-150) 8 28 6 4 46
Low (score > 150) 3 16 5 7 31
x2 = 7.61 dF = 6 Levcl of significance = .3

As Table II indicates the chi-squars analysis does not confirm
hypothesis 2. We also computed Pearson's product moment correlation
co=2fficient between market orientation scores and ratings on distri-
bution policies scale. The correlation co-efficient between thesa
two yariables was found to be .24 mh}ch though significant at .05 level,

-r /

ﬁgés ﬁot\reflect a strong relationship between the tQF. These fingdings
suggest that marketing crientation of a company does nol have a signi-
FicaHt impact on the digtribution policies of the company. Irrespective
af their extent of market orientation, companies in Iédia do emphasige

-
distribution function and generally work claﬁfly with the channel systems

This is particularly true of industrial marketing companieg which formed

46% of the sample.
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3. (Qrientation vs. Pricing Policies

The relationship betweeh marketing orientation scores and
primary emphasis in pricing, whether demand-customer oriented,
competition oriented or cost Eriented, was examined. The cor=-
rolation between these two variables was found to be .23, significant
at .05 level. The results of the chi-square analysis are prﬁsunted

in Table 111,

Table III
, Pricing Policies _
Marketing QOrientation Customer-Demand Competition Lost
oriented oriented oriented
High {score £ 120) 9 3 2
Medium (score 121-150) 18 7 21
}
Low (score > 150) 7 5 18
2 - L.
X = B.94 gF = 4 {avel of significance = .1

The chi-gquare analysis indicates that there is a significant
relationship between marketing orientation and pricing poiiciBS.
There, is 2 tendency towards deman%;customer ariented pricing in

o ~ -

;
high orientation group while the low market orientaticon group seems

to be inclining towards cost oriented pricing.

4, Orientation vs. Communications

An examiftation of the relationship betwesn the primary emphasis
in advertising and communication and the m§¢keting orientation

indicated poor associaticn between the two. The correlatich batween
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the two variables turned out to be extromely low (r = .08) and non=-

significant. Sc were the chi—squafe analysis results presented in

Table IV,
Table IV

Advertising & Communications

Marketing Orientation Customer Competition product
oriented oriented oriented

High {score £ 120) 41 2 1
Madium (score 121-150) 23 7 16
Low (score > 150) 18 5 8
X2 = 4.58 df = 4 Level of significance = .3

Thus, most of the companies seemed to be focussing on customer and
his benefits in using the product in their communications and this was not
related to the extent of their marketing oriantation. As said earlier,
since most of these companies in the sample 3re professionally managed and
are operating in competitive situations, in all probability they ayail of
the services of advertising agencies which might have some influence on
their use of customer oriented communication themes.

The data, therefore, provided support only for two of the four
ﬁrﬁothégés, namely, 1 & 3_concarning/;ourcés of new product ideas and
pricing policies of the companies, where marketing drféntation was Found_
to héde significant impact. On the otﬁef hand, both distribution and
communication elements of the marketing mix had considerable customer
orientation .in mggt companies and this was irrespective of the extent

of marketing orientation found in those nrganxsations°
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Marketing Orientation as @ Predictor of Performance

Tha respondents in the survey were asked to indicate as to how,
1noking back ahaut three years, they would rate the cverazll pef%ormance
of their company in comparigon with gimilar other companies in the
industry with regard to three indicators, namely, sales growth,
profitability and increase in market sharc. The chi-sguare analysis
of the impact of marketing orientation on these performance indicators

is presented in Tables V, VI & VII.

Table V
Sales growth performance

Marketing Orientation

: Excellent Good Fair Poar
Highest (score & 120) 7 5 1 1
Medium (secora 121-150) 21 20 4 1
Low {score > 150) 8 10 12 1
X2 = 28,0 dfF = 6 Level of signifijicance = . 005

A regression of orisntation score as a predictor variabls on

sales growth rating as a cgriterion variable gave the following results:

P 2 ’~ '
!"’ N R = .6
F1, 89

Level of significance = .0S

= 5.6
)

Relative sales Growth = .55+ .0093 (orisntation score)

The market orientatfon score was, thus, able to explain 60% of the

variance in relative sales growth rating and ths'a\R2 was highly significant.
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Market orientation score, thercfores, proved to be 2 reasanably gaed

predictor of relative sales growth.

Table VI

Relative Profitability Rating

Market Orientation

Excellent Good Fair Poor
High (scoreég 120) 5 4 3 2
Medium (score 121-150) 11 20 13 2
Low (score > 150) 3 13 9 6
2 L s
X~ = B8.31 daf = 6 Level of significance = ,2

Though the chi-sgquare analysis did not suggest a significant
impact of degree of market orientation an relative profitability rating,
a regression of orientation score as 2 predictor variable on relative
profitabil ity rating as a criterisn variable resulted in a highly signi-

ficant model.

2
R™ = .59 F1, g = 5.56
Level of significance = .005
Relative Profitability = -85 & .01: (orientation score)

E

Again, market orientation seore proved to  be a good predictor
of relative profitability performance and explained 59% of the variance

in that measure.
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Table VII

Relative Incraase in Market share

Market Orientation

Excellant Good fFair Poor
High (score ( 120) 4 5 4 1
Medium (score 121-150) B8 24 10 4
Low (score > 150) 2 13 9 7
X2 = 7,75 df = 6 Level of significance = .25

The chi-square analysis again did not give significant results
but regression of oriemtation score on relative increase in market

share rating gave highly significant results.

2
R = ,LB8 F1,89 = B.6
Level of significance = 005
Relative Increase in Market Share Rating = .65 + 012 (Market
Orientation
Score)

Thus, market orientation score was able to explain B8% of the

variance in market share increase rating.
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CONCLUSTIONS

An instrument with 54 items was developed to measure marketing
orientation of Indian companiss. Ninety-cne senicr marketing executives
from a cross section of Indian manufacturing companies provided data on
their perceptions about the marketing orientation of their company
through a mail questionnaire. Thess executives 3also provided percsptual
measures of the extent of customer/market orientation in the different
elements of the marketing mix used by their organization and also gave
an asgegsmentof the relative performance of their company on three
indieators of sales grouth, profitability and increass in market |
share over the last three years. The following were the major‘con-

clusions of the study:

1. The average marketing orientation of the Indian companies was
found to be 2.6 on a S5-point scale with 1 representing the highest
Drientation: On a S4-item scale the average total score wag found
to be 140.6 with 2 standard deviation of 21.9. The conclusion is,
thus, clear that Indian companics are still at a stage where primary
orientation in their marketing activities is that of selling concept
and admﬁtﬁonro?'fhe mdrketing concapt is sti}; a far off drgéT. only
14 out of 91 responses could be classified into high orientation
group with tg%al score upto 120, This picturé émerged despite the
fact that sample‘was biésed in favour of better managed CDmpaﬁies

in highly competitive si:uations. The actual aueragé of the Indian

cempanies in general would be expected to be considerably lower than

the figqures that emeraed out of this studv.



31

2. The change orientation of the Indian companiss in product policy
matters was found to be low and companies don't seem to fully explors
the potential of modifications in existing product line to serve the

needs of new customers/markets.

3. The rcgpondents exbect the government pnlicies to be the singlc
most important factor in bringing about changes in the future markeis
and expect considefable increase in R % 0 as well as in market rescarch

afforts on the part of the Indian companies to cope with future changes.

4, The study indicates that strategic orientation of Indian companies
is weak and policies are made out of operaticnal necessity. Also
reasoning behind many policy decigions is not fully understood within

the organisation,

5. While considerable field information is collectod by the Indian
companies, most of it is unstructured, its compilaticn insffective and
its reach to the top management is poor. Nor is the information

effectively used in marketing planning.

6. Marketing planning, though widespread, appears to have primarily
T N e

a gales orfghtation and strategic aspects of implementing-the“p$an

are ignored in the process.

Te The marketing wconcept appears to be primarily a concern of, the
marketing function aloneg ard marketing orientation is yet to perm%ate

within the entire organization.
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8. Extent of marketing orientation.mithin ths organisation was
found to have more impact on product and pricing pnlicies, and it
has no significant BF%Dct aon promotion and distribution deciginns.
However, the decisions in the last twun elements of the marketing
mix were generally found to be market oriented, irrespective of

overall marketing orientation of the organisation,

9. The research indicated that market orientation score, 2s
meagured in this study, proved to be a good predictor of mar ket
per formance and explained 60%, 59% and 88% of the variance in
measures of relative sales growth, profitability and increase in

mar ket share regpectively.

All these findings are important indications of the status
of the adoption of the marketing concept in Indian companies.
HoweveT, results ghould be seen in the light of sampling bias as
well as the fact that 21l the data uged were perceptual and depended
on the views and opinions of the responding executives. Though a
number of precautions were taken in the gusstionnaire to ensure
reliability of the response, no attempt was made to check the
ualiﬂftyer'the responses from factual dglauanfitatiue data onh the

F)
organigations,

This' paper is a preliminary report og fﬁe survey data collected
in this reseéréh, which has congiderably more potential for further -
analysis. Also.anaiﬁsis of the comparative orientation of *nduatrial
and cohsumer product companies has been excluded En this paper for

reasons of space limitationg and would form the subject matter of

subsequent papers on thig research data.
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Exhibit 1

Variables Used for Measuring Ma

rketing Oriasntation #

I. CHANGE ORIENTATION

1»
2.
3.
4.

Changes in productline through -

_

new Procucts
new brands/madels

product mocdificationg

Nature af factors pecessitating such changes - customer/

competitors/product or production

Extent of market expansions by -

ITI RESPONSE TO ENVIRONMENTAL CHANGES

Bl

S.
10.
.
12

13.
14,
15.

16.

17.

18.
19.
20.

Extent of changes in markets expec
changes in -

Expcocted impact of such changes an

Eg.cdpe’uith such changes, extent

in -

oriented.

new product introduction
product modification

changing marketing mathods.

ted in next decade due to
economy
technology
govt. policy
customer needs

competition
market size
competition
market dynamics

DF/Eﬁrenéthéning planned
R& and new technology

marketing research & information
collection

marketing methods
organisational changes

management systems y

*The items

study.

have been gummariged from the mail guestionmaires used in the
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V.

Ve

VI.
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.

SPEED OF DFCISTON-MAKING & COMMUNIZATION

21.
22.
23D

speed of operational decisions
Speced of policy decisions
clarity within organisation of current marketing policies

% procedures and their reasoning

MARKETING INFORMATION SYSTEM

24.
25.
26.
27,
28.

Regularity of information

Format of information

Highest level of reporting
Extont of systematic compilation

Extent of formal use of compiled information in planning:

MARKCTING PLANNING

29.

30.

31.

32.
33.
34.
35.
36.
37.
~
38.

puraticn of formal planning

Extent of details in marketing plan on
sales targets - productuise value/quantity

- market segmentwise value/guantity

Plans for - praduct modification
~ new procduct development
- now markets to be entered
- price changes
- distribution chanmnel changes

. - advertising prom@&iun &.sales force changes

Awareness of future marketing strétegy & plans ahdﬁg managars.

EXTENT OF MARKETING CONCEPT ADOPTION

39,

40.
41.

Influence of customer needs and past behaviour on °
company's marketing activities.

Focus on customer satisfaction vs. on saldsg volume
Concentration on developing new product market vs. serving

developed product markets.
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43,

44,
45,
46 .

47,

48.

49,

50.
51.
62.
53.

54,

35

Interdapartmental reclations

Role and importancc of marketing function vis-a-vig other

functions.
Extent of inter=functional transfers

Regularity of inter-departmental meetings

Dependence on inter-dgpartmental committees/task forces to

solve problems.

Co-ordination of functional activities L0 ensure consumer

gsatisfaction

Importance of marketing in top level policy decision-making

Percentage of managers with work experience, training or

formal education in marketing, working in -

Extent of inportance to immediate vs. long term

produc tion
Finance
Purchase
Personngl

Others

profits.
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