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As an outcome of the economic crisis, the global manufacturing sector is collapsing. Focusing on Chinese
manufacturing small and medium enterprises (SMEs), this study investigates whether marketing innovation,
defined as improvements in the marketing mix, can assist in withstanding the challenges of operating under
the current economic conditions. A conceptual model linking market orientation, marketing innovation,
competitive advantage and firm survival is tested using structural equation modelling. Three key findings are
derived. First, the examined Chinese manufacturing SMEs had a greater perceived likelihood of survival had
they developed and sustained a competitive advantage. Second, marketing innovation assisted in developing
and sustaining competitive advantages based on differentiation and cost leadership strategies. Third,
marketing innovation capabilities improved when the examined manufacturing SMEs were competitor
oriented and had good inter-functional capabilities.
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1. Introduction

Between late 2007 and the second quarter of 2009, the global
economy slid deeper and deeper in the midst of an economic crisis
with a sluggish recovery in the third quarter of 2009. Worldwide, this
slide has led to a collapse of the manufacturing sector. From
redundancies, to restructuring for optimization and efficiencies, to
bankruptcy, the popular business press is full of accounts of how
manufacturing firms worldwide are grappling with the challenges of
operating under recessionary conditions. The result is an industrial
crisis adding to the economic crisis. The lack of global demand – not
just for manufacturing outputs, but for everything – is largely to be
blamed for the current state of affairs (The Economist, 2009a).

Amidst this doom and gloom picture, the frailty of manufacturers
is, however, not universal. There are some companies which are faring
much better than their manufacturing counterparts (The Economist,
2009b). There is no doubt that these companies are also suffering
from the challenges of the current economic landscape, but their
turmoil tend to be more transient, having a greater ability to
withstand the global economic crisis.

The literature on economic crises highlights the need for better
management (e.g. Champion, 1999;Goad, 1999)as a survivalmechanism.
From a resource-based perspective, such better management represents
organizational resources and capabilities that firms can use to manage
economic conditions and perform (Barney, 1991; Day, 1994; Dickson,
1992; Grewal & Tansuhaj, 2001). The ability to innovate has recently
gained in prominence as one such dynamic capability that distinguishes
firms which outperform their counterparts (Danneels, 2002; Hamel,
2000; O'Connor & Rice, 2001). The broad premise of this literature
suggests that the ability to innovate is a “key mechanism for organiza-
tional growth and renewal” (Lawson & Samson, 2001: 379). In times of
environmental turbulences such asduring aneconomic crisis, theneed for
innovation has been recognized to withstand the gales of creative
destruction (Danneels, 2002; Schumpeter, 1950).

This study, focusing specifically on manufacturing small and medium
enterprises (SMEs), seeks to examine a possible model of marketing
innovation, defined as improvements in product design, placement,
promotionor pricing (Deshpandé, Farley, &Webster, 1993;Hurley&Hult,
1998; OECD, 2005), as a possible contributing factor to firm survival in an
economic crisis. Marketing innovation often provides quick fix innovative
solutions emphasising low-risk product modifications, extensions and
design changes (Bennett & Cooper, 1979; 1981). For cash-strapped
manufacturers1 operating in the grips of the current economic crisis
(often, but not always, SMEs), marketing innovation can present an
attractive strategy (given its relative affordability) to attempt reversing
the flow of declining sales. The logic of marketing innovation emphasises
sales growth by shifting consumer demand from elastic to more inelastic
market segments through the delivery of better value (actual or
ced on cash-strapped manufacturers to control for financial
terminant of firm survival.
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perceived) to the consumer (Bennett&Cooper, 1979, 1981;Hurley&Hult,
1998). In theory, such logicholdsweight in abusiness environmentwhere
global demand for manufactured goods has rapidly declined and
manufacturers need to hastily reinvent the demand functions of their
products if they are to ensure their short to medium-term survival in the
current economic landscape. Such an argument has been postulated by
many business commentators in the popular business press (e.g. The
Economist, 2009b). In practice, however, there is a dearth of empirical
evidence which proves the influence of marketing innovation on firm
survival during an economic crisis. This study attempts to bridge this gap
by providing up-to-date empirical evidence.

This article begins with an overview of the current literature and
then develops the conceptual framework and hypotheses. A discussion
of research methodology follows. Using data from 184 export-oriented
Chinese SMEs, this study uses confirmatory factor analysis and
structural equationmodelling to test the conceptual model empirically.
The article concludes with a discussion of the observed findings.
2. Literature review

Innovation, at an aggregate level, represents the successful exploi-
tation of ideas that are new to an adopting organization, into profitable
products, processes and/or services (Damanpour, 1992; Johannessen,
Olsen, & Lumpkin, 2001). Therefore, given the focus on newness,
innovation incorporates a certain degree of uncertainty and risk-taking.
With this degree of uncertainty and risk-taking not the same across
different innovative activities, scholars have developed taxonomies in
their study of organizational innovation. From architectural, modular,
improving and evolutionary innovations, to radical, incremental, really
new, discontinuous and imitative innovations, the list of innovation
taxonomies is broad (Garcia & Calantone, 2002). Of these taxonomies,
the dual categorisation of innovation as either radical or incremental is
among the most embedded in the literature (Chandy & Tellis, 2000;
Henderson & Clark, 1990; Myers & Tucker, 1989).

Radical innovation refers to major changes in technology/knowl-
edge that stem from the discovery of something new. Incremental
innovations, on the other hand, are major advances to an established
technology/knowledge (Garcia & Calantone, 2002). In the marketing
literature, marketing innovation has been positioned as a type of
incremental innovation (Grewal & Tansuhaj, 2001).

In the academic business literature, marketing innovation has been
the subject of sparse scrutiny (Augusto & Coelho, 2009). It is, however,
closely aligned to the better researched construct ofmarket orientation2

although the relationship betweenmarket orientation and innovation is
not yet fully explained (Augusto & Coelho, 2009, Lukas & Ferrell, 2000).
Market orientation is a central focus of modernmarketing concepts and
has received wide attention from both academic scholars and practi-
tioners (Augusto & Coelho, 2009; Beverland & Lindgreen, 2007; Kaynak
& Kara, 2004; Sanzo, Santos, Vazquez, & Alvarez, 2003). It is, however,
still subject to varying definition and requires further investigation,
especially in international contexts (Dalgic, 1994; Deshpandé & Farley,
2004; Racela, Chaikittisilpa, & Thoumrungroje, 2007). Generally,market
orientation is defined as understanding and satisfying customers and
other relevant stakeholders (Day, 1994; Narver & Slater, 1990). It is, in
other words, “the implementation of the marketing concept” (Kohli &
Jaworski, 1990:1). Market orientation, therefore, focuses the organiza-
tion's ability to be responsive to customers and other relevant
stakeholders (e.g. competitors and employees) in order to be profitable.
With aprimaryobjectiveof innovationbeing thedevelopmentof newor
modified products/processes aimed at improving organizational per-
2 Subtle differences have emerged in the literature regarding market orientation and
marketing orientation. The latter concerns the implementation of a customer focused
philosophy while market orientation widens the focus to consider both customers and
competitors (Shergill & Nargundkar, 2005). The focus of the current article is on
market orientation.
formance and with superior performance inherently dependent on
understanding and satisfying customer needs better than one's
competitors, market orientation and innovation are intrinsically linked
constructs (Augusto & Coelho, 2009; Hauser, Tellis, & Griffin, 2006).

Kohli and Jaworski (1990), Narver and Slater (1990), Jaworski and
Kohli (1993), and Kohli, Jaworski and Kumar (1993) are four seminal
studies on market orientation. These four articles are the research
foundations of a large body of literature that can be grouped in two
major strands; a behavioural and a cultural perspective. The former
perspective viewsmarket orientation as a behavioural response to the
competitive operational dynamics that an organization faces. The
cultural perspective, on the other hand, defines market orientation as
“the organization culture that most effectively and efficiently creates
the necessary behaviours for the creation of superior value for buyers
and thus superior performance for the business” (Narver & Slater,
1990:21). In this paper, the cultural conceptualisation of market
orientation is adopted on the basis that culture has the potential to
influence behaviours (Raap, Schillewaert, & Hao, 2008). Similar to
previous studies, market orientation is, therefore, defined in terms of
an organization's customer orientation, competitor orientation and its
inter-functional coordination (e.g. Augusto & Coelho, 2009; Han, Kim,
& Srivastava, 1998; Lukas & Ferrell, 2000).

The basic hypothesis of the market orientation literature attributes a
positive relationship between the market orientation construct and
performance. Although it is worth noting that not all studies confirm the
positive outcomes of beingmarket oriented (e.g. Diamantopoulos & Hart,
1993; Harris, 2001), the aggregate conclusion attributes a positive
relationshipbetweenmarket orientationandorganizational performance.

Most studies examining market orientation have investigated a
direct relationship with performance. However, a few others have
inferred innovation as a moderating variable between market orienta-
tion and performance (e.g. Deshpandé et al., 1993; Hurley & Hult, 1998;
Jaworski & Kohli, 1996). These studies conceptualise innovation as the
actual mechanism that transforms market orientation into superior
performance. This paper extends this debate by suggesting that the link
between innovation and performance is mediated by the ability of the
firm to develop and sustain a competitive advantage. Competitive
advantage, for the purpose of this study, is defined as “a value creating
strategy not simultaneously being implemented by any current or
potential competitors” (Barney, 2000: 206). A firm, thus, attains a
sustainable competitive advantage when the benefits of its value-
adding strategy are not competed away by the replication efforts of its
competitors (Barney, 2000). The framework adopted in this studyposits
three main links: (i) in order to exhibit marketing innovation
capabilities, a firm needs to adopt a market orientation approach (ii)
marketing innovation capabilities help to develop and sustain a
competitive advantage and (iii) a competitive advantage allows a firm
to better perform and survive in an economic crisis. This theoretical
position constitutes the point of departure of this paper and is
represented in Fig. 1. Each construct in the model is elaborated in the
next section. In the interest of space, the antecedents of market
orientation are not addressed in this study. Several factors influencing
market orientation have been examined in the current academic
business literature. These include topmanagement teams, risk aversion,
internal operational dynamics among others (Jaworski & Kohli, 1993).
Readers interested in this literature should refer to Kirca, Jayachandran,
and Bearden (2005) for a recent review.

3. Hypotheses development

3.1. Market orientation–marketing innovation link

As previously highlighted, most of the literature on market
orientation demonstrates a positive and direct relationship with
performance (e.g. Narver & Slater, 1990; Ruekert, 1992; Slater & Narver,
1994). Day (1994) for example, outlines how market orientation



3 The focus was on export-oriented firms given that it is the fall in export demand
that is largely blamed for the slump in Chinese industrial activity (The Economist,
2009b).

Fig. 1. Conceptual model.

1313V. Naidoo / Industrial Marketing Management 39 (2010) 1311–1320
enhances performance by providing organizations a superior ability to
understand, attract and retain customers. Other studies, however, also
suggest no significant relationship (e.g. Diamantopoulos & Hart, 1993)
or mixed results (e.g. Jaworski & Kohli, 1993) between the two
constructs. Han et al. (1998) suggest that innovation as a missing link
between market orientation and organizational performance might
help to address these irregularities in the empirical literature. Similarly,
Slater and Narver (1994) highlight that market orientation leads
organizations toadoptanexternal focus and commitment to innovation,
which in turn allows them to achieve and sustain superior performance.
Slater and Narver (1994) propose that innovation is a core value-
creating capability that drives the market orientation and performance
relationship. Deshpandé et al. (1993) further suggest that market
orientation might facilitate innovation en route to organizational
performance. Zaltman, Duncan, and Holbek (1973), suggest that there
are two stages of innovation: initiation and implementation. A critical
element of the initiation stage is the openness and willingness to
innovate (Hurley & Hult, 1998). With market orientation representing
organization-wide responsiveness to market information (Kohli &
Jaworski, 1990), Jaworski and Kohli (1996) suggest that market
orientation is an antecedent to innovation. Market orientation, can
thus serve as the catalyst for innovation, since it opens up the firm to
new customer needs and new business processes. In other words,
market orientation can be a critical part of the initiation stage of
innovation (Hurley & Hult, 1998). Therefore, building on extant
literature, it is hypothesized that:

H1. The market orientation of a small-to-medium manufacturer is
positively related to its marketing innovation capability.

3.2. Marketing innovation–competitive advantage link

Innovation can be an important source of competitive advantage
en route to superior performance. Schumpeter (1950) was among the
first to have suggested that innovation helps firms to sustain the value
of their asset endowment which otherwise would be eroded under
economic dynamics that tend to relentlessly converge towards perfect
competition. More recently, this thinking has been picked up by
strategy theorists who argue under the resource-based view and
organizational capability perspective, that asset endowments are
valuable in providing a source of competitive advantage only if they
are idiosyncratic (hence valuable and rare) to the firm and inimitable/
non-transferable outside the firm (Amit & Shoemaker, 1993). It is the
firm's ability to develop and sustain these strategic asset endowments
which provide themwith a source of competitive advantage. Without
these strategic assets, firms' performances are likely to converge
towards perfect equilibrium in competitive markets. In other words, it
is the existence of strategic assets that allow firms to delay the
appropriation of rents by their competitors. Strategic assets, however,
remain sources of competitive advantage as long as they cannot be
replicated (Dierickx & Cool, 1989). Innovation is one such mechanism
for firms to ensure that strategic assets are hard to imitate (Hamel,
2000). Innovation brings an element of change to extant asset
endowments and if successful, results in valuable new resource
combinations that competitors will find difficult to imitate quickly.
This difficulty is enhanced not only by the idiosyncratic nature of the
created new resource but also through the path-dependent nature of
resource accumulation (Nelson andWinter, 1982). This means that an
element of time is introduced before competitors can match the new
resource combination. Consequently, as long as innovation is ongoing,
leading to the “flows” of resources adding to the “stock” of strategic
assets (Dierickx & Cool, 1989), a firm should be able to retain a source
of sustainable competitive advantage subject to the desired outcome
of the innovation being achieved (Chakravarthy, 1997). Thus, building
on extant literature, it is hypothesized that:

H2. The marketing innovation capability of a small-to-medium
manufacturer is positively related to its competitive advantage.

3.3. Competitive advantage–performance (firm survival) link

The link between developing/sustaining a competitive advantage and
superior performance has well been established in the literature (e.g.
Barney, 1997; Grant, 1998; Porter, 1980). From a focus on superior
performance in the formofmonopoly rents (Caves & Porter, 1977; Porter,
1980) to Ricardian rents resulting from idiosyncratic firm-specific
resources (Wernerfelt, 1984) to Schumpeterian rents attributed to the
dynamic capability of firms in renewing advantages over time (Teece,
Pisano, & Shuen, 1997; Winter, 1987), the hypothesis of competitive
advantage as a determinant of superior performance dominates strategic
management research (Powell, 2001). Although some studies have
suggested that competitive advantage might not lead to superior
performance (e.g. Coff, 1999; Ma, 2000), most research in strategy posit
competitive advantage as a value-creating strategy which contributes to
firm performance (e.g. Porter, 1980; Wernerfelt, 1984; Barney, 1997;
Teeceet al., 1997). Buildingon the strengthof the latter streamof research,
a positive relationship between competitive advantage and performance
is alsohypothesized in this study. Thus, basedonextant literature, thefinal
link in our conceptual model, investigating the relationship between
competitive advantage and performance, is hypothesized as:

H3. The competitive advantage of a small-to-medium manufacturer
is positively related to its survival.

4. Methodology

In this study, a survey methodology was used to collect data.
Longitudinal study might be more suited to a study on market
orientation given that the latter construct is considered a long-term
endeavour which does not necessarily lead to short-term pay offs.
However, cross-sectional data is accepted in the extant literature as a
second best alternative given the difficulty in collecting longitudinal
data (e.g. Augusto & Coelho, 2009). Based on the proposed conceptual
model, a series of measures were developed from the current extant
academic business literature and adapted to fit the current study (see
Appendix A). To ensure that these measures, which have largely been
developed in a western environment, could be applied to cross-
cultural settings, they were pretested through both exploratory
qualitative interviews (N=5) and survey pretests (N=15). Any
ambiguities and unclear questions were modified or eliminated. With
this study also taking place within the Chinese context, the
questionnaires were translated from the original English version to
Mandarin Chinese and back-translated to ensure that the original
meaningwasmaintained. The finalised surveywas then distributed to
a randomly developed sampling frame of export-oriented3 manufac-
turing SMEs from the textile industry (clothing and footwear). The



Table 1
Characteristics of respondents.

Characteristic Category %

Industry categoriesa Consumer manufacturing firms 63
Industrial manufacturing firms 37

Employment size 1–9 12
10–49 34
50–99 28
100–199 22
200–499 4

Turnover Under RMB100,000 9
RMB100,001–500,000 21
RMB500,001–1,000,000 33
RMB1,000,001–3,000,000 32
RMB3,000,001–5,000,000 5

Cash-flow Under RMB100,000 43
RMB100,001–500,000 24
RMB500,001–1,000,000 19
RMB1,000,001–3,000,000 12
RMB3,000,001–5,000,000 2

Age Under 5 years 3
Between 6–10years 22
Between 11–20years 32
Between 21–50years 22
Between 51–100years 19
Greater than 101years 2

a Consumer manufacturing refers to SMEs which are producing products directly
bound for the consumer retail market (e.g. footwear) while industrial manufacturing
refers to SMEs which are producing intermediary products used in the production
process of other goods (e.g. thread production).

4 Confirmatory factor analysis revealed the following fit indices for the one factor
structure of market orientation: goodness-of-fit (GFI)=0.86, adjusted goodness-of-fit
(AGFI)=0.82, χ2=127.23 (pb0.05), χ2/df=1.542 and the root mean square residual
(RMSR)=0.073. For the three-factor structure of market orientation, the following fit
indices were obtained: GFI=0.92, AGFI=0.86, χ2=92.09 (pN0.05), χ2/df=1.193
and RMSR=0.067.
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sampling frame was generated from a database provided by a
professional market research agency. Following Zheng, Morrison,
and O'Neill (2006), SMEs in the Chinese context, were defined as firms
with less than 500 employees andwith a turnover of less than or equal
to RMB Yuan 5 million (US$500,000). A total of 1000 questionnaires
were distributed to small-to-medium manufacturers located in the
industrial textile clusters around Guangdong (245), Shandong (215),
Zhejiang (102), Jiangsu (92), Fujian (84), Hebei (82), Wenzhou (76),
Chongqing (68), and Dalian (36). These clusters are said to account for
over 80% of the Chinese collective textile export (China Business
Intelligence, 2008). To maximise the response rate, a research
assistant fluent in mandarin was employed to make contact with
the targeted SMEs, educate them of the objectives/ benefits of the
study and proactively encourage participation by being a point of
contact which respondents could approach if in need of assistance
when filling in the questionnaires. 184 completed usable question-
naires were obtained, representing an 18.4% response rate. It is
acknowledged that this response rate is relatively low, although not
entirely unexpected. Very low response rates tend to be a feature of
south-east Asian countries (Harzing, 2000). For example, Wang, Wee,
and Koh (1998) mention a typical response rate of 10–15% for China.
To address this relatively low response rate, an attempt was made to
demonstrate the representativeness of this sample through key
secondary data of the non-respondents v/s respondents (e.g. age,
employee size, turnover, etc). However, a lack of data made this
attempt unattainable. An alternative approach employed, was thus, to
assume that the non-respondents are similar to late respondents (the
so-called “interest hypothesis”—see Tse, Sin, Yau, Lee, & Chow, 2003).
Through this method, the second wave of respondents was compared
to their first wave counterparts. χ2 was computed to distinguish key
differences on selected demographic characteristics. No significant
differences were found, leading to the assumption that non-response
bias may not be a serious problem in the current study.

The surveys, conducted on the basis of confidentiality, were
distributed between November 2008 and February 2009, a period that
saw a sudden collapse of the Chinesemanufacturing sector as a result of
the current economic crisis. In fact, some of the respondents that
participated in this study in late 2008 had closed down by early 2009.
Table 1 belowprovides anoverview of the SMEs that participated in this
study. Of particular note is the fairly low cash-flow of the firms that
participated in this study, reinforcing footnote 1 above that SMEs often
suffer from financial scale disadvantages and that their survival in
challenging environments/times is not just a function of deep pockets.
Controlling for cash-flow, thus, allows for a more focused investigation
of marketing innovation capabilities as a determinant of firm survival.

4.1. Measurements

The survey items used in this study, were based on a nine-point
Likert scale format and sourced from extant literature, wherever
possible (1—strongly disagree, 9—strongly agree) (see Appendix A).
Multi-item measures were developed to help reduce measurement
errors associated with single-item measures. Both exploratory factor
and reliability analyses were conducted to identify and refine the
constructs used for data analysis. The questions in the survey were
asked specific to the time period of the crisis, i.e. between late 2007
and the second quarter of 2009. This temporal focus was to ensure
that the proposed conceptual model could be assessed in relation to
activities undertaken during the crisis, rather than activities that were
undertaken pre- or post-crisis.

Market orientation was measured from the scale developed by
Narver and Slater (1990) and adopted the following components as
the basis of measurement: customer orientation (eight items),
competitor orientation (eight items) and inter-functional coordina-
tion (eight items). Following Han et al. (1998), a component-wise
approach individually investigating each of the three components of
market orientation was used for analysis purposes. Similar to Han et
al. (1998), confirmatory factor analysis indicated that while a
combined market orientation construct provided reasonable fit
indices, a three-factor measure provided a better fit to the data.4

Themarketing innovation (7 items) scale was adapted from Hurley
and Hult (1998). The competitive advantage scale used in this study
was based on Porter (1980) three generic strategies: differentiation,
cost leadership and focus. A differentiation strategy involves devel-
oping and sustaining a market position that is perceived as being
unique.With a cost leadership strategy, firms aim tominimise relative
costs (and, therefore, maximise profitability) through benchmarking
against competing firms. A focus strategy involves serving a narrowly
defined market segment and outperforming competing firms that are
operating more broadly. The measures of differentiation (4 items),
cost leadership (5 items) and focus (4 items) competitive advantages
were developed based on Frambach, Prabhu and Verhallen (2003).
Since firms can either adopt one competitive strategy over another or
simultaneously pursue a combination of competitive strategies (e.g.
Campbell-Hunt, 2000; Frambach et al., 2003), conceptually I treat the
three generic strategies of differentiation, cost leadership and focus as
complementary rather than mutually exclusive. Thus, a respondent
firm may score equally high (or low) on all the three generic
strategies. Similarly, the respondents firms might also choose one
generic strategy over another. Last, but not least, survival (4 items), a
measure of performance (Sinha & Noble, 2008), wasmeasured using a
perceptual construct. This measure was informed from the interviews
conducted during the pre-testing of this study.

This subjective measure of performance was chosen over a more
objective measure (e.g. financial data such as profitability or dummy
variables showcasing actual survival) for two main reasons. First,



Table 2
Means, standard deviations and standardized loadings.

Construct Indicators Meana Standard
deviation

Standardized
factor loading

Customer orientation
(n=184)

CUSOR1 4.23 0.93 0.73
CUSOR2 4.79 1.46 0.52
CUSOR3 5.17 2.47 0.67
CUSOR4 6.72 1.54 0.53
CUSOR5 3.71 2.61 0.43
CUSOR6 6.79 3.42 0.69
CUSOR7 6.13 1.46 0.76
CUSOR8 2.72 2.01 0.39

Competitor orientation
(n=184)

COMOR1 5.89 1.24 0.74
COMOR2 6.81 2.43 0.82
COMOR3 3.74 2.46 0.41
COMOR4 6.49 1.52 0.76
COMOR5 3.99 1.99 0.28
COMOR6 4.68 1.64 0.86
COMOR7 2.98 2.61 0.33
COMOR8 5.96 2.67 0.79

Inter-functional
coordination (n=184)

INTFUNC1 6.76 1.46 0.62
INTFUNC2 7.21 3.42 0.73
INTFUNC3 6.43 2.46 0.59
INTFUNC4 6.22 2.81 0.55
INTFUNC5 5.97 2.49 0.72
INTFUNC6 4.67 1.56 0.77
INTFUNC7 5.61 1.47 0.68
INTFUNC8 3.89 2.94 0.45

Marketing innovation
(n=184)

MKTGINNV1 6.46 2.41 0.71
MKTGINNV2 6.97 1.63 0.69
MKTGINNV3 7.38 1.74 0.58
MKTGINNV4 6.92 1.33 0.63
MKTGINNV5 5.76 2.49 0.62
MKTGINNV6 5.94 1.46 0.59
MKTGINNV7 6.83 2.74 0.67

Competitive advantage
(differentiation) (n=143)

DIFF1 5.94 2.35 0.72
DIFF2 7.62 2.13 0.81
DIFF3 6.19 1.49 0.69
DIFF4 6.49 2.13 0.63

Competitive advantage
(cost leadership)
(n=172)

COST1 5.49 2.14 0.63
COST2 6.72 2.36 0.76
COST3 6.94 2.65 0.85
COST4 8.21 1.49 0.71
COST5 7.48 1.46 0.62

Competitive advantage
(focus) (n=61)

FOCUS1 6.46 1.43 0.82
FOCUS2 8.04 2.49 0.76
FOCUS3 6.09 2.43 0.71
FOCUS4 5.97 2.22 0.69

Firm survival (n=184) SURVIVE1 5.03 1.46 0.66
SURVIVE2 4.95 1.47 0.63
SURVIVE3 4.86 1.41 0.76
SURVIVE4 4.76 0.56 0.56

a Negatively worded items were reverse-coded for the calculation of means.
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absolute scores of financial performance can be affected by industry
related factors (Covin & Slevin, 1989; Miller & Toulouse, 1986). Given
the focus of this study on two different types of manufacturing SMEs
(i.e. consumer and manufacturing firms), directly comparing objec-
tive survival data could be misleading. Second, since the current
economic crisis was still ongoing at the time of undertaking this
research, accessing reliable objective survival data proved difficult. As
discussed below, such an attempt was made through the use of a
dichotomous objective measure collected through follow-up phone
calls at the end of February 2009, when the initial data collection part
of this study concluded. However, concerns were raised over whether
the observed findings from the use of such an objective survival
measure could be time sensitive. In other words, would the results
differ if the follow-up contacts were carried out six, nine or 12 months
after the first contact? Given that one of the objectives of this study
was to provide practitioners with up-to-date, relevant findings, rather
than wait for the current economic crisis to end and then collect
archival data, the trade off of using a subjective measure of survival
over a more objective one was made. This limitation should be kept in
perspective when interpreting the observed findings.

In total, 48 indicators are presented in the proposed research
model (see Appendix A). Exploratory factor analysis with varimax
rotation was performed to establish validity in the constructs used.
For the customer orientation factor, six of the eight items loaded
reasonably high (0.73, 0.52, 0.67, 0.53, 0.69, and 0.76) with the
exception of CUSOR5 and CUSOR8. These two items were dropped
from subsequent analyses. For the competitor orientation factor, five
of the eight items have high loadings (0.74, 0.82, 0.76, 0.86, and 0.79).
Items COMOR3, COMOR5 and COMOR7 were dropped from subse-
quent analyses. For the inter-functional coordination factor, seven of
the eight items have reasonably high loadings (0.62, 0.73, 0.59, 0.55,
0.72, 0.77, and 0.68) with the exception of INTFUNC8 which was
dropped from subsequent analyses. The Cronbach's alpha coefficients
of each of these three components of market orientation – customer
orientation (0.76), competitor orientation (0.79) and inter-functional
coordination (0.83) – all exceed the recommended cut-off of 0.70
(Nunally, 1978). The items for the marketing innovation, differenti-
ation competitive advantage, cost leadership competitive advantage
and focus competitive advantage factors all loaded onto their
respective conceptualised factors. The Cronbach alpha coefficients of
each of these factors were respectively 0.83, 0.76, 0.84 and 0.75. The
four items for survival all loaded reasonably well onto the con-
ceptualised factor (0.66, 0.63, 0.76, and 0.56). Although survival has a
reliability below the recommended level of 0.70, it is retainedwith the
caveat of a somewhat lower reliability and the need for future
development of additional measures to represent this concept.
Muticollinearity using Variance Inflation Factor statistics was also
tested on the factors without revealing any problems. Table 2 provides
descriptive statistics and the standardized loadings for each of the
hypothesized factors. Table 3 details the means, standard deviations
and associated correlations for the factors.

To test the robustness of the subjective survival measure, a post-hoc
analysis was conducted. With the surveys conducted on the basis of
confidentiality (as opposed to anonymity), it was possible for the
research assistant to conduct follow-up phone calls and track down
which SMEs had actually survived the sudden collapse of the Chinese
manufacturing sector rather than solely relyingon aperceptualmeasure
of survival. These follow-up contacts took place between February and
June 2009, at the end of the initial data collection period. Doing so,
provided an objective measure of survival in the form of a dummy
variable, coding 1 for survival (n=98) and 0 for non survival (n=86).
To directly test whether perceived survival is strongly correlated with
actual survival and assess the robustness of the perceived survival
measure, correlation analysis was undertaken. Table 3 shows a
significant correlation between the objective and perceptual measure
of survival, indicating that the latter measure is acceptable.
4.2. Model specification and estimation

Using the SAS system's CALIS procedure, structural equation
modellingperformedwithmaximum likelihood estimationwas applied
to assess the hypothesized model. Fig. 2 shows the path diagram that
was empirically tested. Overall, the tested model provided a good fit to
the data. The GFI=0.94, AGFI=0.91, root mean square error of
approximation (RMSEA)=0.06, normed fit index (NFI)=0.93, com-
parative fit index (CFI)=0.92, andχ2=18.06 (pN0.05). Residual terms
and modification indices were also reviewed and revealed no
problematic issues. Consistentwith the literature, the tested hypotheses
received strong empirical support to the exception of H1a and H2c. To
investigatewhether the obtained results hold true regardless of age, size
of the firm and industrial category (i.e. whether industrial or consumer
manufacturing), thedatawasdissected across thesedescriptor variables
and the path model re-run (Hair, Black, Babin, Anderson, & Tatham,
2005). The obtained results were similar to the overall aggregate path
model and are, therefore, not reported further.



Table 3
Correlation matrix, means and standard deviations.

Measure Alpha Mean Standard deviation 1 2 3 4 5 6 7 8

1. Customer orientation 0.76 5.23 1.24 –

2. Competitor orientation 0.79 6.72 2.31 0.43⁎⁎⁎ –

3. Inter-functional coordination 0.83 7.21 2.06 0.21⁎ 0.25⁎⁎ –

4. Marketing innovation 0.83 5.24 1.96 0.24⁎⁎ 0.27⁎⁎ 0.31⁎⁎ –

5. Differentiation competitive advantage 0.76 6.89 2.47 0.38⁎⁎ 0.24⁎⁎ −0.12 0.19⁎ –

6. Cost leadership competitive advantage 0.84 6.76 1.95 −0.42⁎⁎ 0.18⁎ 0.32⁎⁎ 0.24⁎⁎ 0.43⁎⁎ –

7. Focus competitive advantage 0.75 8.16 2.68 0.23⁎⁎ 0.32⁎⁎ −0.10 0.10 0.16⁎ 0.24⁎⁎ –

8. Survival (perceptual) 0.68 5.73 1.49 0.42⁎⁎ 0.43⁎⁎⁎ 0.46⁎⁎ 0.37⁎⁎ 0.39⁎⁎ 0.43⁎⁎ 0.31⁎⁎ –

9. Survival (objective: dummy variable) N/A 0.13 0.34 −0.20⁎ −0.06 −0.03 −0.03 0.23⁎ −0.05 −0.15 0.31⁎

Note: Negatively worded items were reverse-coded for the calculation of means.
⁎ pb0.05.

⁎⁎ pb0.01.
⁎⁎⁎ pb0.001.
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5. Findings and discussion

H1a, which hypothesizes a positive relationship between customer
orientation as a component of market orientation and marketing
innovation is not supported. Customer orientation relates to a proactive
disposition to providing superior customer value by meeting customers'
needs and wants. As these needs and wants evolve over time, a focus on
customer satisfaction, therefore, advocates continuous innovation (Peters,
1984). Although significant, the negative sign associatedwith thefindings
forH1a, however, contradict this position. Thefindings suggest, opposite to
the market orientation literature, that customer orientation deters
marketing innovation. While this finding is counter-intuitive, previous
studies have suggested that customer orientation may deter innovation.
For example, some scholars suggest that the adoption of customer
orientation leads to product imitations rather than innovation (Bennett &
Cooper, 1981; Christensen & Bower, 1996; Voss & Voss, 2000)
Furthermore, Bhidé (2006) suggests that new innovative products can
result in “backward compatibility” problems with the incumbent
technology, such that customers might “be left stranded” (p. 12). Bhidé
(2006) also indicate that since innovative products run the risk of being
abandoned by vendors if they do not attract a critical mass of the
incumbent market, there is an increased uncertainty from the customers'
perspective, asvendorsmightdiscard theproduct linesof innovative, non-
established products, resulting in the unavailability of crucial upgrades,
maintenance and spare parts. This liability of newness leads customers to
often be conservative in their adoption of new innovative products
(Christensen & Bower, 1996; Meredith, 2002). For the customer oriented
firms, customers might, thus, be communicating a lack of interest in
innovativeproducts, especiallywhen the innovationsdonotdelivermajor
improvements or value. From this logic, Christensen and Bower (1996)
advance that a negative relationship between customer orientation and
innovation may exist. This argument is also shared by others such as
Bennett and Cooper (1979; 1981), Chandy and Tellis (1998) and Tauber
(1974). Similarly, the role of habit in consumer behaviour can also explain
how the liability of newness can lead to conservatism in the adoption of
Fig. 2. Path model results (stand
innovative products (e.g. Beatty & Kahle, 1988). Another plausible
reasoning to the observed negative findings between customer orienta-
tion andmarketing innovationmight be explained by the fact that all the
manufacturers in the sample used for this study, were contractors for a
globalmanufacturing value chain. Consequently thismightmean that the
examined SMEs might have had less of an ability to innovate through
customerorientation.Given their roles as supplierswithin thevalue chain,
the SMEs are more likely to take and fulfil orders rather than adopt a
customer oriented approach in identifying, qualifying and quantifying
customers' needs and wants as part of the product conception and
development process.

H1b with respect to the relationship between competitor orienta-
tion and marketing innovation is supported. Competitor orientation
relates to a firm's ability to identify, sustain and improve its strengths
(and minimise weaknesses) relative to other competitors. As
hypothesized, this finding would suggest that in adopting a
competitor oriented culture, Chinese manufacturing SMEs are more
likely to undertake marketing innovation. In other words, a
competitor oriented culture facilitates marketing innovation.

H1c with respect to inter-functional coordination is also supported.
Inter-functional coordination relates to the firm's ability to implement
a coordinated effort among various functions in being responsive to
customer needs and wants. As hypothesized, this finding would
suggest that Chinese manufacturing SMEs who have a greater
likelihood of coordinating their activities across various functions
are more likely to be able to respond to markets' exigencies through
marketing innovation activities. This ability to respond is likely to
come from the openness in communication that inter-functional
coordination facilitates within an organization (Ruekert & Walker,
1987; Zaltman et al., 1973).

H2a with respect to the relationship betweenmarketing innovation
and differentiation competitive advantage is supported. As hypoth-
esized, this finding would suggest that marketing innovation can help
Chinese manufacturing SMEs develop a competitive advantage on the
basis of differentiation. Similarly, H2b was supported suggesting that
ardized coefficients shown).
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marketing innovation capabilities can also help Chinese manufactur-
ing SMEs develop a cost leadership based competitive advantage. H2c,
on the other hand, was not supported indicating that marketing
innovation capabilities might not assist Chinese manufacturing SMEs
develop a focus based competitive advantage. It is conjectured that by
nature of its strategy, a focus based competitive advantage which only
services a narrowly defined market segment, might put less emphasis
on marketing innovation which emphasises improvement in product
design, placement, promotion or pricing. A niche market segment
might not require such improvements by nature of its nicheness.
Hamermesh, Anderson, and Harris (1978) and Workman (1993) in
their study of niche marketers found that marketing may play a
limited role for focused firms. They suggest that focused firms often
develop focus competitive advantages because of their specific
strengths. Coupled with an increased likelihood of suffering from a
scarcity of resources (Frambach et al., 2003), focused firms are likely
to leverage their existing strengths rather than to engage in constant
innovative activities, including (but not exclusive to) marketing
innovation. Frambach et al. (2003) highlight how a manager of a
focused firm they interviewed said: “we first look at our own
possibilities and only then listen to the customer” (p. 391). The
finding of this study with respect to H2c reinforces this position.

Last but not least, H3a, H3b andH3c are all supported as hypothesized.
These findings suggest that regardless of the type of competitive
advantage adopted, a Chinesemanufacturing SME is likely to survive the
current economic crisis if it developed and sustained a competitive
advantage. These findings align themselves with previous studies that
have examined the relationship between competitive advantage and
performance.

6. Implications for research and practice

The above findings suggest three simplemessages. First, regardless
of the type of competitive advantage analysed, Chinesemanufacturing
SMEs that had developed and sustained a competitive advantage, had
a greater perceived likelihood of survival from the current economic
crisis. Second, Chinese manufacturing SMEs that had implemented a
marketing innovation capability were able to develop, reinforce and
sustain their competitive advantages founded on either differential or
cost leadership strategies. Marketing innovation did not, however,
assist those Chinese manufacturing SMEs that were operating on the
basis of focused strategies. Third, competitor orientation and inter-
functional coordination assisted the studied Chinese small to medium
manufacturers to develop their marketing innovation capabilities.
Surprisingly, the examined Chinese manufacturing SMEs did not seem
to have developed their marketing innovation capabilities on the basis
of being customer oriented. Taken together, these three messages
have several important implications for both research and practice.
First, this study points to the critical role of innovation, particularly
marketing innovation, as a moderating variable between market
orientation and performance. As indicated further above, research on
the market orientation–innovation–performance link is scant in the
extant academic business literature. Further, by using a component-
wise approach to measuring market orientation, this study advances
the current academic business literature by analysing how the three
different components of market orientation relate to the market
orientation–innovation–performance link. Third, by incorporating a
competitive advantage construct as a mediating variable between
innovation and performance, this study extends the literature on the
market orientation–innovation–performance relationship. Last but
not least, the implication for practice is that contrary to what has been
postulated by the popular business press, marketing innovation does
not appear to be the all encompassing panacea that will assist
manufacturers from surviving the current economic crisis. Rather the
link between marketing innovation and firm survival during an
economic crisis seems to be mediated by the ability to develop and
sustain a competitive advantage. Only those manufacturers that have
developed and sustained a competitive advantage had a greater
perceived likelihood of surviving the current economic crisis.
Marketing innovation capabilities do, however, assist in developing
and sustaining this competitive advantage. In the context of the
examined Chinese manufacturing SMEs, this argument holds true
though only for differentiation and cost leadership based competitive
advantages. Those Chinese manufacturing SMEs that adopted a
focused strategic approach did not seem to rely on marketing
innovation to develop and sustain their competitive advantage.

7. Conclusion

This study has been motivated by a need to improve our
understanding of the current crisis being experienced in the global
manufacturing sector. Using Chinese small to medium manufacturers
as case studies, this study has sought to investigate whether
incremental innovation activities could increase the likelihood of
surviving the current industrial crisis. Particularly, focusing exclu-
sively on marketing innovation as a form of incremental innovation,
this study has examined the link between marketing innovation,
defined as improvements in product design, placement, promotion or
pricing, and the likelihood of survival. A conceptual model linking
market orientation, marketing innovation, competitive advantage and
firm survival was theoretically derived and empirically tested using
structural equation modelling. Three key findings emerged: (i) the
examined Chinese manufacturing SMEs had a greater likelihood of
survival had they developed and sustained a competitive advantage,
(ii) that marketing innovation assisted in developing and sustaining
competitive advantages based on differentiation and cost leadership
and (iii) that marketing innovation capabilities improved when the
Chinese manufacturing SMEs were competitor oriented and had good
inter-functional coordination capabilities.

This study has aimed to make three important contributions. First,
while innovation as a driver of performance has been well established
in the literature (e.g. Butler, 1988, Lengick-Hall, 1992; Porter & Stern,
2001), marketing innovation as a determinant of performance has
received less scrutiny (Han et al., 1998; Hurley & Hult, 1998; Lukas &
Ferrell, 2000). This study adds to the marketing innovation literature.
Grounded in the resource-based view of strategy and organizational
capability theory, this study views marketing innovation as a key
resource and capability that small andmediummanufacturers can use
to manage their environment, perform and even survive in tough
economic times (Grewal & Tansuhaj, 2001).

Second, studies examining the “market orientation–innovation–
performance” link are scarce in the academic business literature. This
study aims at extending extant literature by examining how market
orientation allows firms to improve their marketing innovation
capability and in turn, perform better.

Last but not least, given the empirical modelling was conducted
using data from the Chinese organizational context, the third
contribution of this paper is to extend the extant enquiry on market
orientation which has primarily focused on the North American and
Western Europe environment (Grewal & Tansuhaj, 2001).

However, aswith any research, thesefindings need to be interpreted
with caution because of methodological limitations. First, the caveats
concerning self-reported questionnaires apply to this study. For
example, the dependent measure of survival used in this study is a
perceptual one, informed and developed based on the interviews in the
pre-testing stage. The observed Cronbach alpha of 0.68 for survival
indicates potential reliability concerns, suggesting the need formeasure
refinement in future research. This paper attempted to minimise this
weakness through a post-hoc correlation analysis using objective
dummy measures of survival. However, the collected data is accurate
as of the first quarter of 2009. With the industrial and economic crises
still ongoing at the time of writing, firms that were noted as survivors



Inter-functional
coordination

INTFUNC6 Certain key players within the firm's senior
management team attach little importance to
our export activities (R).

INTFUNC7 In my firm, employees in charge of
exporting and those in other functional
areas (e.g. finance) help each other out.

INTFUNC8 In my firm, departments/individuals compete
with each other to achieve their own goals
rather than working together to achieve
common objectives (R).

Marketing
innovation

MKTGINNV1 Management actively seeks innovative
marketing ideas.

MKTGINNV2 Improvements in product design are readily
accepted.

MKTGINNV3 Improvements in product placement are

Appendix A (continued)
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might succumb to the ramifications of the economic crisis in the time
that this article goes to press. Consequently, the second limitation of this
study is that the findings ought to be only exploratory in nature since a
cross-sectional study might not adequately capture a longitudinal-type
phenomenon such as firm survival. A follow-up study at the end of the
current crises would assist in validating the current exploratory
findings. Furthermore, it needs to be reinforced that the exploratory
nature of this study means that no causal relationships can be inferred
from the empirical results. Rather, the empirical analysis indicates
observed correlations. Last but not least, this research did not focus on
medium to large manufacturers. Additional research is, therefore,
required to provide further insights on the role of marketing innovation
in assistingmedium to largemanufacturingfirms tomanage the current
industrial and economic crises.
readily accepted.
MKTGINNV4 Improvements in product promotional

activities are readily accepted.
MKTGINNV5 Improvements in product pricing are readily

accepted.
MKTGINNV6 Staff are penalized for new marketing ideas

that do not work (R).
MKTGINNV7 Newmarketing ideas are perceived as too risky

and are resisted (R).
Competitive DIFF1 In my industry, my firm is always the first to
Appendix A. Scale development
Construct Indicators Item

Customer
orientation

CUSOR1 My firm's strategies are driven primarily
by customer satisfaction.

CUSOR2 My firm's strategies are based on
understanding customer needs.

CUSOR3 My firm's strategies are driven by its beliefs
about how it can create greater value for its
customers.

CUSOR4 The customers' interests are one of the key
priorities of my firm.

CUSOR5 My firm conducts market research with
customers at least once a year to assess the
quality of its products.

CUSOR6 My firm incorporates the extent to which its
customers are satisfied with its products as
part of its quality assessment.

CUSOR7 If my firm finds that its customers are
dissatisfied with the quality of its products, it
immediately takes corrective actions.

CUSOR8 My firm has a strong commitment to its
customers.

Competitor
orientation

COMOR1 My firm rapidly responds to competitive
actions that threaten it in its industry.

COMOR2 My firm is very well aware of its competitors.
COMOR3 My firm is more customer focused than its

competitors.
COMOR4 My firm competes primarily based on product

differentiation.
COMOR5 My firm's product(s) are the best in the business.
COMOR6 My firm is quick to respond to significant

changes in its competitors' pricing.
COMOR7 My firm regularly monitors its competitors'

marketing efforts.
COMOR8 If a major competitor were to launch an

intensive campaign targeted at export
markets, my firmwould implement a response
immediately.

Inter-functional
coordination

INTFUNC1 Different functional areas across my
firm work together as a team in servicing
customers.

INTFUNC2 The activities of my firm's export team
and the firm's other business functions
(e.g. finance) are integrated in pursuing a
common goal.

INTFUNC3 There is interdepartmental conflict in my
firm (R).

INTFUNC4 Key players from other functional areas
(e.g. finance) within my firm hinder export
activities (R).

INTFUNC5 Key players from other functional areas
(e.g. finance) within my firm are supportive
of export activities.

advantage
(differentiation)

market a new product.
DIFF2 Relative to competition, my firm is always

ahead in the use of innovative promotional
strategies.

DIFF3 Relative to competition, my firm is always
ahead in the use of innovative pricing
strategies.

DIFF4 My firm distinguishes itself from competition
by the quality of its products.

Competitive
advantage
(cost leadership)

COST1 My firm emphasises cost reduction in all its
business activities.

COST2 In my firm, the production process changes all
the time with the goal of constantly reducing
production costs.

COST3 My firm invests mainly in large projects to
realise economies of scale.

COST4 In my firm, costs is the most important
consideration in the choice of a distribution
system.

COST5 My firm tries to force competitors out of the
market by good cost control.

Competitive
advantage
(focus)

FOCUS1 My firm produces one single unique product.
FOCUS2 My firm attempts to specialize by

concentrating on producing a limited number
of products.

FOCUS3 My firm is active in a broad domain of products
(R).

FOCUS4 My firm targets a specific, limited part of the
market with its products.

Survival SURVIVE1 My firm will survive the current economic
crisis.

SURVIVE2 My firm possesses the ability to withstand the
challenges of the current economic crisis.

SURVIVE3 My firm is in a good position to address the
slow down in business activity currently being
experienced as a result of the economic crisis.

SURVIVE4 Sales volume have decreased in the last three
months as a result of the economic crisis but
sales will rebound back to pre-crisis level.

(R)=reverse scaled items.
References

Amit, R., & Shoemaker, P. J. H. (1993). Strategic assets and organizational rent. Strategic
Management Journal, 14(1), 33−46.

Augusto, M., & Coelho, F. (2009). Market orientation and new-to-the-world products:
Exploring the moderating effects of innovativeness, competitive strength and
environmental forces. Industrial Marketing Management, 38, 94−108.

Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of
Management, 17(1), 99−120.

Barney, J. (1997). Gaining and sustaining competitive advantage. Reading, MA: Addison-
Wesley.



1319V. Naidoo / Industrial Marketing Management 39 (2010) 1311–1320
Barney, J. (2000). Firm resources and sustained competitive advantage. Advances in
Strategic Management, 17, 203−227.

Beatty, S. E., & Kahle, L. R. (1988). Alternative hierarchies of the attitude–behaviour
relationship: The impact of brand commitment and habit. Journal of the Academy of
Marketing Science, 16(2), 1−10.

Bennett, R. C., & Cooper, R. G. (1979). Beyond the marketing concept. Business Horizons,
22(3), 76−83.

Bennett, R. C., & Cooper, R. G. (1981). The misuse of marketing: An American tragedy.
Business Horizons, 24(6), 51−61.

Beverland, M. B., & Lindgreen, A. (2007). Implementing market orientation in industrial
firms: A multiple case study. Industrial Marketing Management, 36, 430−442.

Bhidé, A. (2006). Venturesome consumption, innovation and globalization. Paper
presented at the CESifo and the Centre on Capitalism and Society Conference, Venice,
21–22 July. Available: www.bhide.net/publications.html [Accessed: 16 March, 2009].

Butler, J. E. (1988). Theories of technological innovation as useful tools for corporate
strategy. Strategic Management Journal, 5(1), 15−29.

Campbell-Hunt, C. (2000). What have we learned about generic competitive strategy?
A meta-analysis. Strategic Management Journal, 21, 127−154.

Caves, R., & Porter, M. (1977). From entry barriers to mobility barriers: Conjectural
decisions and contrived deterrence to new competition. Quarterly Journal of
Economics., 91, 241−262.

Chakravarthy, B. (1997). A new strategy framework for coping with turbulence. Winter:
Sloan Management Review 69–82.

Champion, D. (1999, March/April). The Asian crisis: The price of under-management.
Harvard Business Review, 77, 14−15.

Chandy, R. K., & Tellis, G. J. (1998, November). Organizing for radical product
innovation: The overlooked role of willingness to cannibalize. Journal of Marketing
Research, 35, 474−487.

Chandy, R. K., & Tellis, G. J. (2000). The incumbents curse: Incumbency, size and radical
product innovation. Journal of Marketing, 64, 1−17.

China Business Intelligence. 2008. Pessimism in the Chinese textile industry. Available:
http://chinabizintel.com [Accessed: 26 Oct 2008].

Christensen, C. M., & Bower, J. L. (1996). Customer power, strategic investment, and the
failure of leading firms. Strategic Management Journal, 17, 197−218.

Coff, R. W. (1999). When competitive advantage doesn't lead to performance: The resource-
based view and stakeholder bargaining power. Organization Science, 10(2), 119−133.

Covin, J. G., & Slevin, D. P. (1989). Strategic management of small firms in hostile and
benign environments. Strategic Management Journal, 10(1), 75−87.

Dalgic, T. (1994). International marketing and market orientation: An early conceptual
attempt at integration. Advances in International Marketing., 6, 456−470.

Damanpour, F. (1992). Organizational size and innovation. Organizational Studies, 13(3),
375−402.

Danneels, E. (2002). The dynamics of product innovation and firm competences.
Strategic Management Journal, 23(12), 1095−1121.

Day, G. S. (1994). The capabilities of market driven organizations. Journal of Marketing,
58(4), 37−52.

Deshpandé, R., & Farley, J. U. (2004). Market orientation, innovativeness and
organizational Culture: Thai firms adapt to the Asian economic crisis. January: Asian
Journal of Marketing 5–19.

Deshpandé, R., Farley, J. U., & Webster, F. E., Jr. (1993, January). Corporate culture,
customer orientation and innovativeness in Japanese firms: A quadrad analysis.
Journal of Marketing, 57, 23−37.

Diamantopoulos, A., & Hart, S. (1993). Linking market orientation and company
performance: Preliminary evidence on Kohli and Jaworski's framework. Journal of
Strategic Marketing, 1(2), 93−121.

Dickson, P. R. (1992, January). Toward a general theory of competitive rationality.
Journal of Marketing, 56, 69−83.

Dierickx, I., & Cool, K. (1989). Asset stock accumulation and sustainability of
competitive advantage. Management Science, 35, 1504−1513.

Frambach, R. T., Prabhu, J., & Verhallen, T. M. M. (2003). The influence of business
strategy on new product activity: The role of market orientation. International
Journal of Research in Marketing, 20, 377−397.

Garcia, R., & Calantone, R. (2002). A critical look at technological innovation typology
and innovativeness terminology: A literature review. The Journal of Product
Innovation Management, 19, 110−132.

Goad, G. P. (1999, May). Playing by new rules. Far Eastern Economic Review, 162, 38−40.
Grant, R. (1998). Contemporary strategy analysis. Malden, MA: Blackwell.
Grewal, R., & Tansuhaj, P. (2001). Building organizational capabilities for managing

economic crisis: The role of market orientation and strategic flexibility. Journal of
Marketing, 65(2), 67−80.

Hair, J. F., Black, B., Babin, B., Anderson, R. E., & Tatham, R. L. (2005). Multivariate data
analysis. Upper Saddle River, NJ: Prentice Hall.

Hamel, G. (2000). Leading the revolution. Boston, MA: Harvard Business School Press.
Hamermesh, R. G., Anderson, M. J., & Harris, J. E. (1978). Strategies for lowmarket share

business. Harvard Business Review, 56(3), 95−102.
Han, J. K., Kim, N., & Srivastava, R. (1998). Market orientation and organizational

performance: Is innovation a missing link? Journal of Marketing, 62(4), 30−45.
Harris, L. C. (2001). Market orientation and performance: Subjective and objective

empirical evidence from UK companies. Journal Management Studies., 38(1), 17−44.
Harzing, A. -W. (2000). Cross-national industrial mail surveys. Why do response rates

differ between countries? Industrial Marketing Management, 29, 243−254.
Hauser, J., Tellis, G. J., & Griffin, A. (2006). Research on innovation: A review and agenda

for marketing science. Marketing Science, 25(6), 687−717.
Henderson, R., & Clark, K. (1990). Architectural innovation: The reconfiguration of

existing product technologies and the failure of established firms. Administrative
Science Quarterly, 35, 9−30.
Hurley, R. F., & Hult, T. M. (1998). Innovation, market orientation, and organizational
learning: An integration andempirical examination. Journal ofMarketing,62(3), 42−54.

Jaworski, B. J., & Kohli, K. A. (1993). Market orientation: Antecedents and consequences.
Journal of Marketing, 57(3), 53−70.

Jaworski, B., & Kohli, A. (1996). Market orientation: Review, refinement and roadmap.
Journal of Market Focused Management, 1(2), 119−135.

Johannessen, J. -A., Olsen, B., & Lumpkin, G. T. (2001). Innovation as newness:What is new,
hownewandnew towhom? European Journal of InnovationManagement, 4(1), 20−31.

Kaynak, E., & Kara, A. (2004). Market orientation and organizational performance: A
comparison of industrial versus consumer companies inmainland china usingmarket
orientation scale (MARKOR). Industrial Marketing Management, 33, 743−753.

Kirca, A. H., Jayachandran, S., & Bearden, W. O. (2005, April). Market orientation: A meta-
analytic reviewand assessment of its antecedents and impact onperformance. Journal
of Marketing, 69, 24−41.

Kohli, A. K., & Jaworski, B. J. (1990). Market orientation: The construct, research
propositions, and managerial implications. Journal of Marketing, 54(2), 1−18.

Kohli, A. K., Jaworski, B. J., & Kumar, A. (1993). MARKOR: A measure of market
orientation. Journal of Marketing Research, 30(4), 467−477.

Lawson, B., & Samson, D. (2001). Developing innovation capability in organizations: A
dynamic capabilities approach. International Journal of Innovation Management, 5(3),
337−400.

Lengick-Hall, C. A. (1992). Innovation and competitive advantage: What we know and
what we need to learn. Journal of Management, 18(2), 399−429.

Lukas, B. A., & Ferrell, O. C. (2000). The effect of market orientation on product
innovation. Journal of the Academy of Marketing Science, 28(2), 239−247.

Ma, H. (2000). Competitive advantage and firm performance. Competitiveness Review,
10(2), 15−32.

Meredith, B. H. (2002, June). Don't listen to your customers. NZ Business, 59.
Miller, D., & Toulouse, J. M. (1986). Strategy, structure, CEO personality and

performance in small firms. American Journal of Small Business, 10(3), 47−62.
Myers, P. W., & Tucker, F. G. (1989). Defining roles for logistics during routine and

radical technological innovation. Journal of Academic of Marketing Science, 17(1),
73−82.

Narver, J. C., & Slater, S. F. (1990). The effect of a market orientation on business
profitability. Journal of Marketing, 54(4), 20−35.

Nelson, R., & Winter, S. (1982). An evolutionary theory of economic change. Cambridge,
MA: Harvard University Press.

Nunally, J. C. (1978). Psychometric Theory. McGraw-Hill: New York.
O'Connor,G. C., &Rice,M. P. (2001).Opportunity recognitionandbreakthrough innovation

in large established firms. California Management Review., 43(2), 95−116.
OECD. (2005). Oslo manual: Guidelines for collecting and interpreting innovation data, 3rd

edition Paris: OECD.
Peters, T. J. (1984, Spring). Strategy follows structure: Developing distinctive skills.

California Management Review, 26, 111−125.
Porter, M. E. (1980). Competitive strategy. New York: Free Press.
Porter, M. E., & Stern, S. (2001). Innovation: Location matters. Sloan Management

Review, 42(4), 28−36.
Powell, T. (2001). Competitive advantage: Logical and philosophical considerations.

Strategic Management Journal, 22, 875−888.
Raap, A., Schillewaert, & Hao (2008). The influence of market orientation on e-business

innovation and performance: The role of the top management team. Journal of
Marketing Theory and Practice. Vol, 16(1), 7−25.

Racela, O. C., Chaikittisilpa, C., & Thoumrungroje, A. (2007). Market orientation,
international business relationships and perceived export performance. Interna-
tional Marketing Review, 24(2), 2007.

Ruekert, R. W. (1992, August). Developing a market orientation: An organizational
strategy perspective. International Journal of Marketing, 9, 225−245.

Ruekert, R. W., & Walker, O. C., Jr. (1987, January). Marketing's interaction with other
functional units: A conceptual framework and empirical evidence. Journal of
Marketing, 51, 1−19.

Sanzo,M. J., Santos,M. L., Vazquez, R., & Alvarez, L. I. (2003). The effect ofmarket orientation
on buyer–seller relationship satisfaction. Industrial Marketing Management, 32,
327−345.

Schumpeter, J. A. (1950). Capitalism, socialism and democracy, 3rd Edition New York:
Harper and Row.

Shergill, G. S., & Nargundkar, R. (2005). Market orientation, marketing innovation as
performance drivers. Journal of Global Marketing, 19(1), 27−47.

Sinha, R. K., & Noble, C. H. (2008). The adoption of radical manufacturing technologies
and firm survival. Strategy Management Journal, 29, 943−962.

Slater, S. F., & Narver, J. (1994). Does competitive environment moderate the market
orientation performance relationship? Journal of Marketing, 58(1), 46−55.

Tauber, E. M. (1974, June). How marketing discourages major innovation. Business
Horizons, 17, 22−26.

Teece, D., Pisano, G., & Shuen, A. (1997). Dynamic capabilities and strategic
management. Strategic Management Journal, 18(7), 509−533.

The Economist (2009a). The collapse of manufacturing. February 21st issue. Vol 390
(8619):13.

The Economist, (2009b). Time to change the act. February 21st issue. Vol 390(8619):62–64.
Tse, A. C. B., Sin, L. Y. M., Yau, O. H. M., Lee, J. S. Y., & Chow, R. (2003). Market orientation

and business performance in a Chinese business environment. Journal of Business
Research, 56, 227−239.

Voss, G. B., & Voss, Z. G. (2000). Strategic orientation and firm performance in an artistic
environment. Journal of Marketing, 64(1), 67−83.

Wang, P., Wee, C. -H., & Koh, P. -H. (1998). Control mechanisms, key personal
appointment, control and performance of Sino-Singaporean joint ventures.
International Business Review, 4, 351−375.

http://www.bhide.net/publications.html
http://chinabizintel.com


1320 V. Naidoo / Industrial Marketing Management 39 (2010) 1311–1320
Wernerfelt, B. (1984). A resource-based view of the firm. Strategic Management Journal, 5,
171−180.

Winter, S. (1987). Knowledge and competence as strategic assets. In D. Teece (Ed.), The
competitive challenge (pp. 159−184). Berkeley, CA: Centre for Research in
Management.

Workman, J. P., Jr. (1993, November).Marketing's limited role in newproduct development
in one computer systems firm. Journal of Marketing Research, 30, 405−421.

Zaltman, G., Duncan, R., & Holbek, J. (1973). Innovation and organizations. New York:
John Wiley & Sons.
Zheng, C., Morrison, M., & O'Neill, G. (2006). An empirical study of higher performance
HRM practices in Chinese SMEs. The International Journal of Human Resource
Management, 17(10), 1772−1803.

Vikash (Vik) Naidoo is a Senior Lecturer at Deakin University, Australia. He is
currently on secondment as a Strategic Adviser to the Innovative Regions Centre of
Enterprise Connect, a division of the Australian Federal Government's Department of
Innovation, Industry, Science and Research.


	Firm survival through a crisis: The influence of market orientation, marketing innovation and b.....
	Introduction
	Literature review
	Hypotheses development
	Market orientation–marketing innovation link
	Marketing innovation–competitive advantage link
	Competitive advantage–performance (firm survival) link

	Methodology
	Measurements
	Model specification and estimation

	Findings and discussion
	Implications for research and practice
	Conclusion
	Scale development
	References


