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ABSTRACT 

 Knowledge management has gained the attention of scholars as a source of 

competitive advantage. Most work in knowledge appears as a theoretical discussion. This 

study represents an empirical examination of the relationship between a firm’s positional 

advantage and market knowledge management. Consistent with work in market 

orientation, strategic orientation and organizational structure appear as antecedents to 

market knowledge management. Using techniques associated with structural equation 

modeling, data collected from a survey are analyzed. Conclusions associated with the 

study’s findings, limitations, and future research are presented. 
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CHAPTER I 

INTRODUCTION 

Firms strive constantly to develop competitive advantages over their rivals (Hunt 

and Morgan 1995). In general, competitive advantages result from firms owning or 

having access to resources that enable them to produce market offerings more effectively 

and/or efficiently more than other firms. For example, Bank of America’s success in the 

Internet bill-paying market can be traced to its ability to collect, analyze, and use 

customer information. Its “voice of the customer” system enables Bank of America to 

have access to timely customer information, which, in turn, allows the firm to be more 

successful at developing and launching innovative Internet banking products (Adams 

2004). Superior resources such as these allow firms to occupy marketplace positions of 

competitive advantage, which, in turn, result in firms improving their financial 

performance (Hunt 2000). 

Market knowledge (i.e., organized and structured information about the market) is 

a resource that is critical to firm success (Inkpen and Dinur 1998; Li and Calatone 1998). 

As Drucker (1995, 90) maintains, “knowledge has become the key economic resource 

and the dominant—and perhaps even the only—source of competitive advantage.” “Such 

knowledge includes, but is not limited to, knowledge about one’s company, industry, 

competitors, customers, the procedures and processes that allow firms to work well with 

partners, and the organizational structures that allow firms to be efficient and effective.” 

Effective knowledge management programs have the ability to aid firms in two ways. 

First, research suggests that knowledge management efforts increase firm effectiveness 

(Berghman, Matthyssens, and Vandenbempt 2006; Gold, Malhotra, and Segars 2001; 
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Möller 2006). For example, Hewlett-Packard has developed an intranet-based “Electronic 

Sales Partner” system that allows employees to share information in a timely manner. 

The system has enabled the firm to generate $25 million per year in increased sales 

representative productivity (Hills 1998). Second, research suggests that knowledge 

management efforts can increase firm efficiency (Inkpen and Dinur; Sanchez and 

Mahoney 1996). For example, Toshiba’s kaihatsu kojo (knowledge works) encourages 

workers to create, integrate, and transfer knowledge within the organization. Through this 

approach, Toshiba can produce 13 different product lines at its factory in Yanagicho. 

Toshiba reduces its cost associated with producing these 13 different products because 

the company can produce many products at one factory instead of many factories (Fruin 

1997). 

Managers understand that to be successful firms must develop their market 

knowledge management processes (i.e., developing, disseminating, and applying 

marketing knowledge) (Ruggles 1998). However, managers often find it difficult to 

develop effective knowledge management programs (Gold, Malhotra, and Segars 2001). 

Differences between firms’ strategic orientations and organizational structures may 

explain why some firms better manage their market knowledge processes than others do. 

 

Strategic Orientation 

As Gatignon and Xuereb (1997, 78) suggest, “a firm’s strategic orientation 

reflects the strategic directions implemented by the firm to create proper behaviors for the 

continuous superior performance of the business.” Specifically, strategic orientation is 

defined as “… the set of activities and behaviors that are implemented for achieving (the 
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organization’s) goals (Jeong, Pae, and Zhou 2006, 350). Research suggests that strategic 

orientation influences both directly and indirectly important organizational outcomes. 

Specifically, studies indicate that strategic orientation influences factors, such as 

employee’s attitudes toward their job (Boyd, and Salamin 2001; Zhou et al. 2005), new 

product performance (Gatignon and Xuereb; Krishnan and Ulrich 2001), firm 

performance (Ramaswamy, Thomas, and Litschert 1994; Voss and Voss 2000), and 

knowledge management processes (Bell, Whitwell, and Lukas 2002; Cartwright, 

Boughton, and Miller 1995). 

An examination of the extant literature reveals that there are, at least, four key 

strategic orientations that have the ability to influence knowledge management processes. 

First, some firms develop a commitment to learning, which is defined as “the degree to 

which an organization values and promotes learning” (Calantone, Cavuşgil, and Zhao 

2002, 516). In general, a commitment to learning promotes, throughout the organization, 

the value of market knowledge (Calantone, Cavuşgil, and Zhao; Hamel 1991). Second, 

firms may also develop interdepartmental connectedness, which is defined as “the degree 

of formal and informal direct contact among employees across departments” (Jaworski 

and Kohli 1993, 56). In general, interdepartmental connectedness facilitates the 

dissemination of market knowledge throughout the organization (Deshpandé and Zaltman 

1982; Jaworski and Kohli). Third, firms often strive to be oriented toward innovativeness, 

which is defined as the degree to which an organization emphasizes openness to new 

ideas (Calantone, Cavuşgil, and Zhao). In general, innovativeness encourages the 

development and dissemination of market knowledge (Hurley and Hult 1998; Menon et 

al. 1999). Fourth, firms may encourage the development of a speed orientation, which is 
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the degree to which a firm emphasizes responding quickly to marketplace changes 

(Arnett, Menon, and Wilcox 2000). In general, firms with a higher speed orientation 

appear less likely, due to time constraints, to develop market knowledge (Arnett, Menon, 

and Wilcox; Maltz, Menon, and Wilcox 2006). 

 

Organizational Structure 

Organizational structure defines the roles and activities of employees (Kohli and 

Jaworski 1990). As Menon and Varadarajan (1992, 63), maintain, “Organizational 

structures are recognized to affect the task structures of decision makers, as well as the 

amount and type of environmental scanning.” Research suggests there are, at least, two 

key organizational structures that affect the development and use of market knowledge – 

centralization and formalization (Becker 2001; Menon and Varadarajan). Centralization 

refers to “the amount of delegation of decision-making authority throughout an 

organization” (Jaworski and Kohli 1993, 56). In general, centralization tends to slow 

down the development, dissemination, and application of market knowledge (Bennett and 

Gabriel 1999; Deshpandé 1983; Walter, Lechner, and Kellermanns 2007). 

Formalization is defined as “the degree to which rules define roles, authority 

relations, communications, norms, sanctions, and procedures” (Jaworski and Kohli 1993, 

56). Formalization is detrimental to the development, dissemination, and application of 

market knowledge because rigid, formalized knowledge development practices often lack 

the ability to capture and share all types of useful market knowledge (e.g., those 

developed through informal processes and procedures) (Madhavan and Grover 1998). In 
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addition, firms that are highly often have difficulty dealing the often unique aspects of 

knowledge management process (Spekman and Johnston 1986). 

 

Purpose of the Research 

Firms recognize the need to better manage their knowledge management 

processes and procedures. Indeed, firms often set priorities regarding knowledge 

management based on (1) the internal environment (i.e., the strategic orientation and 

organizational structure of the firm); (2) the perceived need to create additional 

knowledge (i.e., the development of knowledge); (3) the accessibility of knowledge (i.e., 

the dissemination of knowledge); and, (4) the application of knowledge (Davenport, 

DeLong, and Beers 1998). This study draws on and integrates four streams of literature – 

resource-based theory (e.g., Grant 1996; Hunt 1997, 2000; Hunt and Arnett 2003; Hunt 

and Morgan 1995; Penrose 1995; Wernerfelt 1984), strategic orientation research (e.g., 

Bell, Whitwell, and Lukas 2002; Cartwright, Boughton, and Miller 1995; Gatignon and 

Xuereb 1997; Krishnan and Ulrich 2001), organizational structure research (e.g., Becker 

2001; Bennett and Gabriel 1999; Deshpandé 1983; Menon and Varadarajan 1992; Walter, 

Lechner, and Kellermanns 2007), and knowledge management theory (e.g., Grant 1996; 

Janz and Prasarnphanich 2003; Menon and Varadarajan 1992; Nonaka and Takeuchi 

1995). Specifically, this study poses three research questions: (1) How does a firm’s 

strategic orientation influence its knowledge management processes? (2) How does a 

firm’s organizational structure influence its knowledge management processes? And (3) 

What effects does the knowledge management process have on the firm’s positional 
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advantage? The proposed model is given in Figure 1.1. A brief description of each 

hypothesized relationship follows. 

Hypotheses 

Strategic Orientation 

Strategic orientations are actionable. That is, a firm can choose to implement 

strategic orientations (Ruekert 1992). Importantly, market knowledge management can 

be encouraged through the emphasis of specific types of strategic orientation, (Morgan, 

Katikeas, and Appiah-Adu 1998; Ruekert). The study investigates four strategic 

orientations – commitment to learning, interdepartmental connectedness, innovativeness, 

and speed.  

A commitment to learning orientation provides the opportunity to increase the 

flow of information from the business environment to the organization (Huber 1991). In 

addition, organizations that are committed to learning value the need to understand the 

causes and effects of their actions (Sinkula 1994). Therefore, it is hypothesized that firms 

that have higher levels of commitment to learning will better able to develop market 

knowledge. 

Interdepartmental connectedness focuses on the extent of interaction among 

individuals across functional departments. It often influences the “esprit de corps” of the 

organization. As a result, interdepartmental connectedness fosters early and quick 

exchange of market knowledge because employees across departments use direct formal 

and informal ties to discuss and resolve issues (Kohli and Jaworski 1990; Menon, Kohli, 

and Jaworski 1997). Therefore, it is hypothesized that firms with higher levels of 

interdepartmental connectedness will be better able to disseminate market knowledge. 
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Innovativeness encourages employees to use market knowledge more effectively 

(Olson, Slater, and Hult 2005). Hult, Hurley, and Knight (2004) maintain that 

innovativeness is an important facilitator of knowledge management because employees 

must consider new concepts in order to gather and share information. Therefore, it is 

hypothesized that firms with higher levels of innovativeness will be better able to develop 

and disseminate market knowledge. 

A speed orientation places certain time restraints on managers (Maltz, Menon, 

and Wilcox 2006). As a result, managers are less likely to take the time to thoroughly 

analyze a given situation and less likely to take the time to gather the necessary 

knowledge to make better informed decisions. Therefore, it is hypothesized that 

organizations with higher degree of speed orientation will be less likely to develop 

market knowledge. 

Organizational Structure  

The characteristics of an organization’s structure define the roles and activities of 

its employees, which include the dissemination, development, and usage of market 

knowledge (Kirca, Jayachandran, and Bearden 2005; Kohli and Jaworski 1990; Jaworski 

and Kohli 1993; Olson, Slater, and Hult 2005). Research suggest that both centralization 

and formalization influence knowledge management practices (Deshpandé 1983; Glaser, 

Abelson, and Garrison 1983). In general, these organizational structures reduce 

flexibility, promote a lack of autonomy, and increase isolation in the organization system 

(Menon and Varadarajan 1992). 

Centralization reflects the hierarchical nature of the organization (John and 

Martin 1984). In organizations that appear highly centralized, decision-making 



Texas Tech University, Michael A. Levin, August 2008 

8 

responsibilities tend to be concentrated in a few individuals. As a result, the need for 

information is concentrated among the same few individuals. In addition, as Massey and 

Kyriazis (2007) suggest, centralization reduces communication across functional 

boundaries. Therefore, the need for the development, dissemination, and usage of 

marketing knowledge in firms that are highly centralized is limited to fewer individuals. 

Therefore, it is hypothesized that, overall, centralization decreases the development, 

dissemination, and usage of marketing knowledge. 

Formalization of knowledge management processes reduces their overall 

effectiveness. That is, because the characteristics of many of decision situations 

encountered in an organization differ significantly from each other it is difficult to 

develop rules that cover all of the contingencies. In addition, formalization often reduces 

flexibility, which makes it difficult to deal with unique situations (Spekman and Johnston 

1986). As Ruekert, Walker, and Roering (1985) suggest, formalization is appropriate 

when tasks are short and repetitive, performance is easily measured, and the task 

environment is stable. However, none of these characteristics describe the knowledge 

management environment. Therefore, it is hypothesized that formalization decreases the 

development, dissemination, and usage of marketing knowledge. 

 

Market Knowledge Management 

Knowledge management consists of three sequential processes – the development 

of knowledge, the dissemination of knowledge, and the application of knowledge (Arnett 

and Badrinarayanan 2005). Note, however, though knowledge flows through these 

processes, it may do so at different rates. That is, some market knowledge may be 
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developed, disseminated, and applied in rapid succession (e.g., quarterly sales figures). 

However, other market knowledge may be developed and dissemination but not utilized 

until much later (e.g., customer preferences). In order to use market knowledge, decision-

makers must have access to it. In addition, the dissemination of market knowledge 

assumes that the firm has developed market knowledge. Therefore, it is hypothesized that 

increases in knowledge development lead to increases in market knowledge 

dissemination, which, in turn, lead to increases in market knowledge application. 

Outcomes 

Hunt (2000) maintains that firms that have comparative advantages in resources, 

such as informational resources, relative to rival firms often occupy marketplace 

positions of competitive advantage. These positional advantages stem from firms having 

an effectiveness advantage, an efficiency advantage, or both. Firms achieve an 

effectiveness advantage by providing provide customers with more relative value (than 

competitors) at the same or similar relative cost (as competitors). In contrast, firms 

achieve an efficiency advantage by providing customers the same or similar relative 

value (as competitors) at a lower cost (than competitors) (Wittmann, Hunt, and Arnett 

2007). 

The characteristics of some resources make them more important than others for 

developing and sustaining competitive advantages. Resources are more likely to lead to 

sustainable competitive advantages when they cannot be imitated easily, are difficult to 

substitute for, are not easily traded among firms, and are difficult for competitors to 

surpass through innovation (Hunt 2000). Resources that are causally ambiguous, socially 

and technologically complex, and require time to develop meet the above criteria (Barney 
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1991). The ability to manage market knowledge well is a firm resource that exhibits these 

characteristics (Arnett and Badrinarayanan 2005; Hunt 2000; Reed and DeFillipi 1990). 

The ultimate outcome of knowledge management efforts is the application of market 

knowledge (Janz and Prasarnphanich 2003). Therefore, it is hypothesized the application 

of more market knowledge will lead to higher levels of marketing effectiveness and 

efficiency. 

 

Sample 

This study uses key informants, which is a well accepted method of gathering data 

(Huber and Power 1985; Slater 1995). A key informant represents a person, within a 

firm, who has sufficient knowledge to answer questions related to the constructs of 

interest. This study, because of the nature of the constructs used, requires the use of 

senior level executives. Therefore, responses were elicited from executives with titles, 

such as vice president of marketing, chief marketing officer, chief executive officer, and 

comptroller. These respondents were chosen for several reasons. One, they are able to 

provide meaningful responses to the items in the questionnaire. Two, they understand 

their company’s strategic orientation and organizational structure. Three, they possess 

information, insights, and ideas regarding how their firms’ manage market knowledge. 

The questionnaire was administered through the use of a web-based survey. The 

sample frame consisted of members of an “opt-in” panel managed by a market research 

firm, Zoom Panel. In an opt-in panel, members agree to respond to questionnaires for 

which they meet the criteria outlined by the sample frame. Respondents provide 

employer and personal demographic details. In return for filling out surveys, respondents 
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receive either monetary or nonmonetary (e.g., points that can be redeemed for 

merchandise) compensation from the market research service. 

 

Measurement 

All constructs are measured using multiple-item reflective scales. Items 

measuring commitment to learning were drawn from Calantone, Cavuşgil, and Zhao 

(2002); interdepartmental connectedness, formalization, and centralization from Jaworski 

and Kohli (1993); innovativeness from Hurley and Hult (1998); speed orientation from 

Matlz, Menon, and Wilcox (2006); knowledge development and knowledge application 

from Gold, Malhotra, and Segars (2001); knowledge dissemination from Matsuno, 

Mentzer, and Rentz (2000); marketing effectiveness from Narver and Slater (1990) and 

Spralls (2003); and marketing efficiency from Spralls. For the 11 constructs, 65 total 

items were used, ranging from three items for marketing efficiency to 10 for market 

knowledge development (see Appendix). All items, except those associated with 

marketing effectiveness and marketing efficiency, were measured with a 5-point Likert 

scale. Marketing effectiveness and marketing efficiency were measured with 5-point 

semantic differential scales. The data were analyzed using both univariate and 

multivariate techniques. The model was tested using structural equation modeling 

techniques. 
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Figure 1.1 Conceptual Model 
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CHAPTER II 

CONCEPTUAL DEVELOPMENT 

Knowledge Management Theory 

To understand how firms use knowledge management processes to achieve 

marketing effectiveness and/or marketing efficiency, a model of market knowledge 

management consistent with resource-based theory is discussed. This study draws on and 

integrates four streams of literature – resource-based theory (e.g., Grant 1996; Hunt 1997, 

2000; Hunt and Arnett 2003; Hunt and Morgan 1995; Penrose 1995; Wernerfelt 1984), 

strategic orientation research (e.g., Bell, Whitwell, and Lukas 2002; Cartwright, 

Boughton, and Miller 1995; Gatignon and Xuereb 1997; Krishnan and Ulrich 2001), 

organizational structure research (e.g., Becker 2001; Bennett and Gabriel 1999; 

Deshpandé 1983; Menon and Varadarajan 1992; Walter, Lechner, and Kellermanns 

2007), and knowledge management theory (e.g., Grant 1996; Janz and Prasarnphanich 

2003; Menon and Varadarajan 1992; Nonaka and Takeuchi 1995). This study posits that 

three sequential knowledge management processes (market knowledge development, 

market knowledge dissemination, and market knowledge application) mediate the 

relationships between the antecedent factors (strategic orientation and organizational 

structure) and the outcome variables (marketing effectiveness and marketing efficiency) 

(Figure 1.1). 

Firms compete by developing comparative advantages in resources (Hunt and 

Morgan 1995). Information represents a type of resource that is crucial to firm success 

(Grant 1996; Hunt 2000). The importance of informational resources is that they often 

lead to long-term competitive advantages in the marketplace (Reed and DeFillippi 1990). 
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As Arnett and Badrinarayanan (2005) emphasize, because knowledge management 

processes are tacit, complex, and firm-specific, they represent a source of sustainable 

competitive advantages. 

To be successful at knowledge management, firms must master three processes. 

Firms must maintain an ability to: (1) develop market knowledge, (2) disseminate market 

knowledge, and (3) apply market knowledge (Janz and Prasarnphanich 2003). These 

processes allow managers to gain access to knowledge, which, in turn, lowers their 

decision making uncertainty.  This lower uncertainty allows managers to make better 

informed decisions. Such knowledge includes, but is not limited to, knowledge about the 

organization, the industry it competes in, its competitors and its customers, as well as the 

knowledge of procedures and processes that allow it to function more effectively and 

efficiently.  

Knowledge must be developed. As Holsapple and Joshi (2002, 47) emphasize, “It 

is clear that knowledge resources need to be carefully managed rather than being left to 

serendipity.” Knowledge management involves more than just a compilation of data. For 

example, van Lohuizen (1986) maintains that knowledge results from a refinement 

process in which data becomes more focused and, therefore, more useful. He emphasizes 

that knowledge development is a progressive process in which data are transformed into 

information, which is then transformed into knowledge. Nonaka (1994) outlines four 

methods in which knowledge is created: (1) tacit to tacit (i.e., acquiring tacit knowledge 

through observation, imitation, and practice), (2) explicit to explicit (i.e., forming new 

explicit knowledge by combining existing discrete pieces of explicit knowledge), (3) tacit 
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to explicit (i.e., developing useful rules and procedures that are derived from tacit 

knowledge), and (4) explicit to tacit (i.e., incorporating explicit knowledge into routines). 

Knowledge appears valuable if decision-makers are able to access it (Davenport 

and Prusak 1998). Access to knowledge can be fostered in a variety of ways. For 

example, explicit knowledge (i.e., knowledge that can be easily codified) can be shared 

through written reports and information technology systems. However, “Dissemination of 

tacit knowledge is a social process” (Lee and Yang 2000, 790). Therefore, firms must 

develop processes and procedures that allow people the opportunity to meet and share 

tacit market knowledge (e.g., by using team-based approaches or through apprentice 

programs). 

As Arnett and Badrinarayanan (2005, 332) maintain, “The ultimate outcome of 

knowledge management programs is the application of knowledge in a way that creates 

additional value for the firm and its customers.” Janz and Prasarnphanich (2003, 361) 

concur, “It is widely accepted that organizational performance depends more on the 

ability to turn knowledge into effective action than knowledge itself.” 

What is Market Knowledge? 

Earl (2001) and Schlegelmich and Penz  (2002) note that practitioners draw little 

or no distinction between data, information, and knowledge. They often use the terms 

interchangeably. Although the three concepts appear related, a distinction does exist 

(Braganza 2004). Data simply exists. It appears in raw form; unendowed with meaning. 

Data represent “the constituent elements of information” (Braganza 2004, 350) and 

require codification because “data do not provide any indication on how they should be 

processed (Schlegelmich and Penz 2001, 7). 
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Information reflects data that has been endowed with meaning. Data becomes 

information, when they “are pertinent to work practices” (Braganza 2004, 349). For 

example, responses to a survey or items scanned at a point-of-sale terminal represent data 

because they lack meaning. The values simply exist independent of any means to 

understand them. When labels are attached to these values, a meaning has been provided. 

The responses to a survey appear in a cell of a spreadsheet, which represents data. By 

placing values in row and column headings, the values in the spreadsheet cells are given 

meaning, or transformed into information. 

Definitions and conceptualizations of knowledge differ from researcher to 

researcher. For example, Davenport, DeLong, and Beers (1998, 43) define knowledge as 

“information combined with experience, context, interpretation, and reflection.” Alavi 

and Leidner (2001) define knowledge as information possessed in the individual’s mind. 

While Schlegelmich and Penz (2002, 7) write “knowledge refers to information 

embedded in context of system-specific patterns of experiences and is always for a 

specific purpose.” De Luca and Atuahene-Gima (2007) regard knowledge as the sum of 

the individual’s learning. Although these definitions may seem disparate, common 

themes appear evident. 

Two important characteristics outlined in these definitions are that knowledge (1) 

represents the sum of the individual’s experiences and (2) exists independent of the 

individual. However, these two characteristics alone do not provide an adequate 

definition of knowledge. As Nonaka (1994) emphasizes, the crucial characteristics that 

separate knowledge from information is that knowledge is endowed with purpose. That 

is, information becomes knowledge, when the individual applies information to solve a 
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particular problem, or provide a solution. Thus, knowledge is defined here as the 

individual’s synthesis of information and experiences that can be applied for a specific 

purpose. 

Some knowledge management theorists draw a distinction among different forms 

of knowledge. For example, Quintas, Lefere, and Jones (1997) separate knowledge into 

codifiable knowledge and uncodifiable knowledge. Shin, Holden, and Schmidt (2001) 

discuss knowledge in terms of object, process, or belief in mind. Earl (2001) and Skyrme 

(1999) find a different distinction by using the terms knowing why, knowing when, and 

knowing how. Polanyi (1966) discusses two types of knowledge – tacit knowledge and 

explicit knowledge. In general, knowledge can come from sources other than market 

research reports, monthly sales summaries, and financial statements. Knowledge becomes 

embedded in the firm’s process and routines. Formal training sessions as well as 

demonstrations ensure employees learn these processes and routines to incorporate the 

firm’s knowledge. 

Nonaka (1994) and Nonaka and Takeuchi (1995) propose a holistic approach to 

knowledge, rather than an approach that make a distinction among different types of 

knowledge. They reason that knowledge forms (e.g., tacit and explicit) cannot exist 

independently. This study adopts this conceptualization of knowledge.  

This study focuses on market knowledge, a subset of knowledge. Following Li 

and Calatone (1998, 14), market knowledge is defined as “organized and structured 

information about the market.” The word organized emphasizes that it is the result of 

systematic processes. The term, structured, refers to the fact that market knowledge is 

endowed with useful meaning. Market knowledge, like knowledge in general, contains 
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elements of both explicit knowledge and implicit knowledge. Examples of explicit 

market knowledge include training manuals, marketing research reports, and monthly 

cash flow statements. Examples of implicit market knowledge include sales calls, stories 

heard at trade shows, and feedback from product trials. 

Resource-Based Competition 

Resource based theory (Barney 1991; Grant 1996; Penrose 1995; Wernerfelt 

1984) emphasizes that firm resources are the key to understanding competition among 

firms. A firm achieves a position of competitive advantages, when it has a relative 

advantage in resources. Resources are entities that enable a firm to produce effectively 

and/or efficiently a market offering that has value for market segment(s) (Hunt and 

Morgan 1995, 11). Hunt (2000) maintains resources can be divided into seven basic 

categories, including: physical, human, financial, organizational, legal, relational, and 

informational. Market knowledge falls into the last category (informational resources). In 

addition, a firm’s ability to develop, disseminate, and apply market knowledge represents 

a complex resource (Arnett and Badrinarayanan 2005). That is, an ability, such as 

knowledge management, requires the use of a variety of basic resources, including 

computers and other equipment (physical resources), people’s knowledge of the 

necessary processes and procedures (human resources), appropriate allocation of budgets 

(financial resources), and firm structures and procedures (organizational resources). 

Therefore, the effective management of market knowledge reflects a higher-order 

resource (Hunt and Morgan 1995). 

Hunt (2000) maintains that resources can lead to sustainable competitive 

advantages when they cannot be imitated easily, are difficult to substitute for, are not 
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easily traded among firms, and are difficult for competitors to surpass through 

innovation. Resources that are causally ambiguous, socially and technologically complex, 

and require time to develop meet the above criteria (Barney 1991). The ability to manage 

market knowledge reflects a firm resource that exhibits these characteristics (Arnett and 

Badrinarayanan 2005; Hunt; Reed and DeFillipi 1990). 

Firms learn how to develop and use their resources through competition (Hunt 

2000). Specifically, firms allocate their resources to improve or maintain their 

marketplace positions (Hunt and Morgan 1995; Hunt). Comparative advantages in 

resources allow firms to produce market offerings more effectively and/or efficiently than 

rivals, which lead to positional advantages (i.e., an effectiveness or an efficiency 

advantages relative to competitors). A positional advantage in the marketplace allows 

firms to achieve superior financial performance (Figure 2.1). In resource advantage 

theory (hereafter R-A theory), learning appears endogenous (Figure 2.2). Firms learn, 

whether their resources are adequate, (1) through feedback from financial indicators and 

(2) through understanding their marketplace positions, relative to competitors. 

R-A theory views competition as an evolutionary, disequilibrium-provoking 

process (Hunt and Arnett 2003). In addition, it remains dynamic and ongoing. Provided 

firms continue to learn through the competitive process, firms will continue to maintain 

or improve their effective and/or efficient use of resources. R-A theory treats resources as 

“heterogeneous across firms and imperfectly mobile” (Hunt and Morgan 1995, 7). The 

term “heterogeneous” refers to the fact that resources differ across firms. The reference to 

“imperfectly mobile” highlights the fact that resources “are not commonly, easily, or 
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readily bought and sold in the marketplace” (Hunt and Morgan, 7). Therefore, firms can 

have advantages in resources relative to competitors. 

Market knowledge meets the criteria required to be considered a resource (see 

Hunt 2000; Hunt and Morgan 1995). First, market knowledge is heterogeneous across 

firms. Firms do not have access to the same amount of market knowledge (Nelson and 

Winter 1982). Second, market knowledge is imperfectly mobile. As Levin and McDonald 

(2006) suggest, even firms that have close partnerships with each other cannot share fully 

their market knowledge. 

Market knowledge, because represents a firm resource, has the potential to affect 

a firm’s marketplace position. That is, market knowledge can lead to an increased 

effectiveness (Berghman, Matthyssens, and Vandenbempt 2006; Gold, Malhotra, and 

Segars 2001; Möller 2006) and/or an increased efficiency (Inkpen and Dinur 1998; 

Sanchez and Mahoney 1996). Specifically, this study posits that three market knowledge 

management processes (market knowledge development, market knowledge 

dissemination, and market knowledge application) serve as key mediators between 

strategic orientation and organizational structure and marketing efficiency and marketing 

effectiveness (Figure 2.3). 

Knowledge Management and Marketing Effectiveness 

Through the application of market knowledge, firms can maintain and/or improve 

their marketing effectiveness (Berghman, Matthyssens, and Vandenbempt 2006; Möller 

2006). Marketing effectiveness relates to providing higher value to customers through 

marketing activities. Marketing effectiveness can lead a firm to a position of competitive 
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advantage in the marketplace and, ultimately, superior financial performance as 

compared to those of its competitors (Hunt 2000). 

Managers often do not see the connection between market knowledge 

management processes and financial outcomes. As a result, managers may agree 

reluctantly to allocate recourses to market knowledge management processes (Grant 

1996). Thus, establishment of the link between market knowledge management processes 

(i.e., development, dissemination, and application) and marketing effectiveness 

represents a key objective for knowledge management theory. 

 

Market Knowledge and Marketing Efficiency 

By applying market knowledge, firms can improve or maintain their marketing 

efficiency (Dröge, Claycomb, and Germain 2003; Hult et al. 2000). Marketing efficiency 

relates to lowering costs associated with marketing activities. A firm can hold a position 

of competitive advantage in the marketplace by maintaining or improving its marketing 

efficiency, which can ultimately lead to superior financial performance relative to its 

competitors. 

Because market knowledge may not be appropriable, the firm’s managers may 

appear reluctant to allocate resources to market knowledge management processes (Grant 

1996). As with marketing effectiveness, an establishment of the link between the market 

knowledge management processes (i.e., development, dissemination, and application) 

and marketing efficiency represents a key objective for knowledge management theory. 
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Strategic Orientation and Market Knowledge 

A firm’s strategic orientation reflects the characteristics, strengths, and 

capabilities the firm emphasizes in order to achieve its long-term goals (Jeong, Pae, and 

Zhou 2006; Ruekert 1992). A firm can select which characteristics of strategic orientation 

to emphasize and then allocate resources accordingly (Ruekert). Through the allocation 

of these resources, a firm can enhance its strategic orientation. By improving its strategic 

orientation, a firm can better manage its market knowledge (Morgan, Katikeas, and 

Appiah-Adu 1998; Ruekert). Noble, Sinha, and Kumar (2002, 26) maintain, “This 

perspective (strategic orientation as a choice) suggests that with the proper resources and 

focus, an organization can become more market oriented in a relatively rapid response to 

corporate directives.” If the firm allocates resources in a sufficient manner and maintains 

the proper focus, then it can better generate, disseminate, and apply market information 

(Kirca, Jayachandran, and Bearden 2005; Kohli and Jaworski 1993). 

 

Organizational Structure and Market Knowledge 

The characteristics of an organization’s structure define the roles and activities of its 

employees related to the development, dissemination, and application of market 

knowledge (Kirca, Jayachandran, and Bearden 2005; Kohli and Jaworski 1990; Jaworski 

and Kohli 1993; Olson, Slater, and Hult 2005). Sharing of market knowledge by 

employees may extend beyond departmental boundaries to include relational members 

such as buyers, suppliers, internal partners, and lateral partners (Morgan and Hunt 1994). 

The firm’s organizational structure can encourage or discourage communication within a 

firm’s departments, between a firm’s departments, and with external partners. If the 
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firm’s organizational structure encourages this network effect of communication, then the 

firm may better manage its market knowledge (Hult et al. 2000). 

 

Model Development 

 The model draws on knowledge management theory (Grant 1996; Janz and 

Prasarnphanich 2003; Menon and Varadarajan 1992; Nonaka and Takeuchi 1995), 

resource-based theory (Barney 1991; Penrose 1995; Wernerfelt 1984), and resource-

advantage theory (Hunt 2000; Hunt and Morgan 1995). Broadly, strategic orientation and 

organizational structure affect market knowledge management processes. As the firm 

maintains or improves its market knowledge process, the firm maintains or improves its 

positional advantage. 

Scholars suggest that studies, using resource-based theory, need to examine how 

processes, routines, and tasks aid the firm in the marketplace (Davenport and Klahr 1998; 

Davenport, Jarvenpaa, and Beers 1996). Srivastava, Fahey, and Christensen (2001, 782) 

call for research in this area because “even (resource theorists) most vociferous 

proponents admit to the relative inattention in the (resource) literature to unraveling the 

black-box by which resources are converted into something of value.” Studies are needed 

that examine how processes, routines, and tasks aid the firm in the marketplace 

(Davenport and Klahr). Srivastava, Fahey, and Christensen (783) conclude that “market-

based (or indeed any other type of) business assets must be absorbed, transformed and 

leveraged as part of some organization process if they are to convert inputs into products 

or solutions that customers desire—and thus, generate economic value for the 

organization.” 
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 In this study, market knowledge management processes – development, 

dissemination, and application – refer to Davenport and Klahr’s (1998) processes, 

routines, and tasks and Srivastava, Fahey, and Christensen’s (2001) absorption and 

transformation. Marketing efficiency and marketing effectiveness refer to Srivastava, 

Fahey, and Christensen’s economic value. Thus, the model presented here represents a 

step toward answering Srivastava, Fahey, and Christensen’s call for research that links 

firm’s resources and its positional advantage. 

 Market knowledge management processes are consistent with resources as 

discussed in resource-based theory (e.g., Hunt 2000) and draws on knowledge 

management theory (Troilo 2006). The model provides an explanation of how market 

knowledge enables firms to maintain or improve their marketing effectiveness and/or 

marketing efficiency. In the model, strategic orientation and organizational structure 

impact market knowledge processes. Consistent with knowledge management theory 

(Troilo), these processes include the development, dissemination, and application of 

market knowledge. Finally, consistent with R-A theory, the firm’s market knowledge 

management processes must maintain or improve the firm’s marketplace position (Figure 

2.1). 

 

Outcome Variables 

In R-A theory, a firm allocates resources to maintain or improve its marketplace 

position, relative to other firms (Hunt 2000). A firm’s marketplace position consists of its 

relative market effectiveness and market efficiency. Firms can (1) seek to provide greater 

value (i.e., effectiveness) and/or (2) attempt to lower costs (i.e., efficiency). The firm’s 
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ability to develop, disseminate, and apply market knowledge appears insufficient for 

providing value for the firm (Dröge, Claycomb, and Germain 2003; Gold, Malhotra, and 

Segars 2001; Grant 1996). Firms become repositories for ever-increasing amounts of 

market knowledge – a storehouse for what it has learned about the market. If the firm’s 

market knowledge management processes are to provide value for the firm, then market 

knowledge, like other resources, must improve the firm’s positional advantage (Gold, 

Malhotra, and Segars). 

By definition, a resource like market knowledge management processes, must 

allow the firm to maintain or improve its marketplace position (Hunt and Morgan 1995). 

Thus, a more complete picture of market knowledge management includes links between 

developing, disseminating, and applying market knowledge and explicit outcomes (Gold, 

Malhotra, and Segars 2001; Menon and Varadarajan 1992; Zaltman 1986) because 

market knowledge management processes allow the firm to achieve desired outcomes 

(Arnett and Badrinarayanan 2005). For this study, marketing effectiveness and marketing 

efficiency represent the outcome of market knowledge management processes. 

Specifically, the development of market knowledge leads to increased dissemination of 

market knowledge, which, in turn leads to increased application of market knowledge. By 

applying market knowledge, firm increase their marketing effectiveness and marketing 

efficiency. 

Marketing effectiveness is defined as the advantage attained when a firm provides 

customers with more relative value than competitors at the same or similar relative cost 

as competitors (Hunt 2000; Wittmann, Hunt, and Arnett 2007). Marketing effectiveness 

contributes to the firm’s ability to develop new products and business units, anticipate 
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new products and innovate, react to and reduce redundancy associated with market 

knowledge, and reduce the product development lag time (Gold, Malhotra, and Segars 

2001). 

To maintain their position of competitive advantage, firms must allocate their 

resources, including those associated with market knowledge management (Möller 2006). 

If a firm is unable to improve its marketing effectiveness, or gain value from marketing 

activities, it may have difficulty competing in the market. For example, drawing from 

Halberstam (1986), Nissan moved from an indeterminate marketplace position (i.e., a 

position in which the firm is not necessarily in a advantageous position or a 

disadvantageous position), in the 1960s, to a marketplace position of competitive 

advantage (i.e., a position in which they had both advantages in both effectiveness and 

efficiency) in the mid-1970s. Nissan’s positional change can be traced to improvements 

in its products. Had Nissan been unable to improve its effectiveness, then the car 

company would have likely withdrawn from the U.S. marketplace (Halberstam). 

As the firm develops, disseminates, and applies market knowledge, the firm can 

improve its marketing effectiveness (Gold, Malhotra, and Segars 2001). By applying the 

developed market knowledge (Gold, Malhotra, and Segars; Nonaka and Takeuchi 1995), 

the firm can offer more value with it marketing activities. For example, a firm can apply 

knowledge acquired from competitive intelligence efforts. Based on these efforts, the 

firm may alter its market tactics because it learned that customers value a competitor’s 

product. 

To be useful, a firm must be able to disseminate effectively its market knowledge. 

By applying knowledge that is disseminated within the firm, the firm can improve the 
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value it delivers through its marketing activities (Gold, Malhotra, and Segars 2001; 

Nonaka and Takeuchi 1994). For example, intermediate customers and other relational 

partners can discuss changes in the market. Based on these discussions, the firm can 

apply its market knowledge to alter its marketing tactics. 

Finally, a competitor may alter one of its market offerings. This altered market 

offering may provide additional value to its target market, which results in a change in 

marketplace conditions. To respond to the altered market, a firm may apply its market 

knowledge in new and innovative ways (Earl 2001; Gold, Malhotra, Segars 2001). This 

process may shift the firm’s marketing effectiveness advantage because the firm is using 

its previously held market knowledge for a new purpose; specifically, deciding how to 

respond changes in the marketplace. 

Marketing efficiency is defined as providing customers the same or similar 

relative value as competitors, at a lower cost than competitors (Hunt 2000; Wittmann, 

Hunt, and Arnett 2007). To gain an efficiency advantage, firms either “(1) produce more 

output with the same level of inputs or (2) produce the same output with less input” 

(Spralls 2003, 57). Drawing from Lavin (1994), Hunt (2000) argues that General Motors 

and Ford improved their efficiency by learning from the market. By improving their 

efficiency, General Motors and Ford collectively moved from a position of competitive 

disadvantage associated with higher costs and lower value, in the mid 1970s, to an 

indeterminate position associated with lower costs and lower value in the mid 1980s. It 

may be argued that this improvement in efficiency resulted from General Motors and 

Ford developing, disseminating, and applying market knowledge. 
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As the firm develops market knowledge, disseminates market knowledge, and/or 

applies market knowledge, the firm can improve its marketing efficiency (Gold, 

Malhotra, and Segars 2001; van Krogh 1998). By applying knowledge related to product 

development practices, the firm can reduce its costs associated with marketing activities 

(Gold, Malhotra, and Segars; Nonaka and Takeuchi 1994). For example, the firm can 

apply a new process or routine, like collecting customer information using online 

surveys. Using the results of the survey, the firm can alter its products or marketing 

tactics. In addition, improvements in knowledge management processes (e.g., reducing 

the time it take to gather and analyze data) a firm can further increase efficiency. 

Through disseminating market knowledge, employees can demonstrate new 

routines or communicate new ideas about marketing tactics with other employees. By 

disseminating concepts related to marketing tactics, the firm can find new or different 

ways of performing tasks, which, in turn, allow the firm to do more with current 

resources. Finally, by applying market knowledge, employees are doing more with 

current resources because, by definition, the employees are locating previously develop 

market knowledge. 

 A firm may concentrate on its marketing efficiency, which may lead to similar 

outcomes as a marketing effectiveness. By developing, disseminating, and applying their 

market knowledge, a firm may lower costs associated with marketing activities, such as 

the promotions mix, market research, product development and support, and strategy 

(i.e., segmentation, targeting, and positioning). Consistent with the market knowledge 

literature, the value remains firm specific because each firm has its own efficiency 

(Dröge, Claycomb, and Germain 2003; Hunt 2000). 
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Mediating Variables 

Market knowledge management processes include (1) market knowledge 

development, (2) market knowledge dissemination, and (3) market knowledge 

application. Market knowledge development is defined here as the process oriented 

toward obtaining market knowledge (Gold, Malhotra, and Segars 2001). A firm can 

develop market knowledge by seeking and acquiring new-to-the-firm market knowledge 

and by generating market knowledge from disparate market knowledge that already 

exists in the firm (Cole 1998; Inkpen 1996; Nonaka and Takeuchi 1995). Gold, Malhotra, 

and Segars discuss different approaches used by firms to develop market knowledge. 

Market knowledge can be acquired from different sources, including secondary 

sources, such as internal and external databases, and primary sources, such as focus 

groups or surveys (Peyrot et al. 2002). When a firm compares itself to other firms, a 

practice known as benchmarking, the firm may also generate market knowledge (Kohli 

and Jaworski 1990). When a firm recognizes that its practices differ from those of other 

firms, it may make changes to its practices (i.e., it learns from the marketplace) (von 

Krogh and Vicari 1993; Vicari and Troilo 1998). 

Employees represent another source of market knowledge. Internally, employees 

can share stories to improve organizational effectiveness (Earl 2001). By working on 

projects such as Honda’s effort to develop a new automobile design, Honda’s engineers 

create knowledge (Nonaka and Takeuchi 1995). These efforts can be termed 

collaboration, which can occur at two levels. At the first level, employees within the firm 
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can work together. At the second level, employees can work with other relational 

members (Gold, Malhotra, and Segars 2001). Collaboration represents a form of 

dissemination. 

By developing market knowledge, the firm replenishes its resources. The firm 

increases the amount of market knowledge, or improves its resource. By definition, a 

resource must maintain or improve a firm’s marketing effectiveness and/or marketing 

efficiency. Formally, 

H1: The development of market knowledge is related positively to the 
dissemination of market knowledge. 

 
Market knowledge dissemination is defined here as the process by which 

knowledge “is shared and diffused horizontally and vertically throughout the 

organization” (Sinkula, Baker, and Noordewier 1997, 308). By disseminating market 

knowledge, the firm gains more market knowledge because the firm engages in a 

“process that enables knowledge conversion” (Gold, Malhotra, and Segars 2001, 193).  

Although the development of market knowledge and the dissemination of market 

knowledge are related, the relationship between the two must be characterized as 

necessary but not sufficient. The dissemination of market knowledge is not an inevitable 

consequence of the development of market knowledge. Employees can acquire 

knowledge without disseminating it, a process that Janz and Prasarnphanich (2003) refer 

to as hoarding. For example, sales representatives attend a trade show. At the trade show, 

they learn about customers’ needs and wants and competitors’ current and future market 

offerings. If the trade show attendees keep that market knowledge to themselves, then 

they have engaged in hoarding. Thus, employees must share what they know if a decision 

maker is to use this knowledge in when selecting a choice. Formally,  
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H2: The dissemination of market knowledge is related positively to the 
application of market knowledge. 

 
Market knowledge application is defined here as the process that enables the 

application of market knowledge by decision makers as the situation warrants (Gold, 

Malhotra, and Segars 2001). All firms possess or have access to different levels of market 

knowledge. Market knowledge resides in reports, databases, employees, and relational 

partners. The mere existence of market knowledge may not aid the firm. When the firm 

perceives a change in the marketplace, the firm needs to apply its pertinent market 

knowledge. 

Some firms have taken steps to ensure they can apply their market knowledge. 

Bennett and Gabriel (1999), and Seeman and Cohen (1997) review various efforts by 

firms attempt to apply their market knowledge, including the development of a 

knowledge atlas, a knowledge highway, and a knowledge thesaurus. These metaphors 

attempt to reflect firms’ efforts to use their market knowledge as the situation warrants. 

For example, Shell Oil created a knowledge directory similar to a yellow pages directory 

to aid with the process of knowledge retrieval (Earl 2001). As a problem occurs, 

employees can look through the directory to find a person who possesses the knowledge 

related to that problem. Less formally, firms such as Xerox encourage employees, based 

on job function and title, to discuss problems and solutions related to products and 

customers (Earl). 

In these examples, employees need to locate and use market knowledge because a 

situation requires a solution. The employee, who applied the market knowledge, does not 

need to necessarily share the solution. The employee needs to use the market knowledge 

to solve a problem, which may improve the firm’s positional advantage. Formally, 
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H3: The application of market knowledge is related positively to marketing 
efficiency. 

H4: The application of market knowledge is related positively to marketing 
effectiveness. 

 
 

Independent Variables 

 This model includes two forms of independent variables, strategic orientation and 

organizational structure. 

Strategic Orientation 

A firm’s strategic orientation reflects the characteristics, strengths, and 

capabilities the firm emphasizes in order to achieve its long-term goals (Jeong, Pae, and 

Zhou 2006; Ruekert 1992). This study investigates four characteristics of strategic 

orientations: commitment to learning, interdepartmental connectedness, innovativeness, 

and speed.  

Commitment to learning represents “the degree to which an organization values 

and promotes learning” (Calantone, Cavuşgil, and Zhao 2002, 516). Celuch, Kasouf, and 

Peruvemba (2002) discuss a link between the impact of behaviors such as commitment to 

learning and market knowledge management processes. By encouraging employees to 

learn about customers and competitors, employees can challenge assumptions held by the 

firm. The firm’s market knowledge can improve because employees replace old 

knowledge with new knowledge as result of challenging these assumptions. Calantone, 

Cavuşgil, and Zhao (516) develop a similar thought, “If an organization does not 

encourage the development of knowledge, employees will not be motivated to pursue 

learning activities.” If employees fail to pursue learning activities, then the firm may not 

replenish or expand its market knowledge. 
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Firms can learn through competition by comparing their position in the 

marketplace and financial performance to competitors’ positions in the marketplace and 

financial performance. Further, firms can learn from relational partners provided the firm 

encourages learning. If the firm wants to learn how well it is competing in the 

marketplace, it will encourage activities associated with learning such as conducting 

primary and secondary research, observing different processes, and talking with relational 

partners. Through these learning activities, employees can integrate knowledge into 

processes and procedures. Additionally, members of the firm can read about conditions in 

the marketplace from secondary sources, and filings with regulatory agencies. In this 

fashion, employees are developing knowledge about the market because employees are 

encouraged to learn. 

Formally, 

H5: A firm’s commitment to learning is positively related to the development 
of market knowledge. 

 
Interdepartmental Connectedness represents “the degree of formal and informal 

direct contact among employees across departments” (Jaworski and Kohli 1993, 56). As 

the interaction increases between employees within a department, across a department, 

and with relational partners, the firm can develop, disseminate, and retrieve market 

knowledge. 

Formal contact includes monthly meetings, training sessions, and other functions 

with mandatory attendance. In these settings, employees can share behavioral knowledge 

(Menon and Varadarajan 1992) about the market, which may be disseminated using 

concrete language and specific examples (Nonaka 1995; Polanyi 1966). Employees may 
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be more likely to integrate information with current knowledge because employees have 

received relevant, or consequential, information (Kohli and Jaworski 1990; Troilo 2006). 

Informal contact includes interaction in social contexts such as hallway and 

lunchroom talk. In these settings, employees can discuss cognitive knowledge about the 

market (Menon and Varadarajan 1992) that may be disseminated using abstract language 

and analogies (Nonaka 1994; Polanyi 1966). 

Kohli and Jaworski (1990) discuss an organization that required employees from 

different departments to meet on a regular basis. Earl (2001) writes about drilling 

engineers from different wells creating knowledge using video conferencing and shared 

databases. Informal communication includes co-workers talking in the hallway or at 

lunch tables. Nonaka and Takeuchi (1995) review the importance of such gatherings in 

creating knowledge. Earl (2001) gives the examples of Xerox repairmen who shared 

troubleshooting techniques while eating lunch and of BP Amoco’s new headquarters that 

features a coffee bar and an open space complete with couches and chairs. Indeed, BP 

Amoco encourages its employees to gather occasionally in these places in order to create 

knowledge (Earl 2001). Through formal and informal communication, employees can 

generate and/or disseminate market knowledge (Nonaka and Takeuchi). 

Formally,  

H6: The interdepartmental connectedness of a firm is related positively to the 
dissemination of market knowledge. 

 
Innovativeness represents the degree to which an organization emphasizes 

openness to new ideas (Calantone, Cavuşgil, and Zhao 2002; Hurley and Hult 1998). 

Hult, Hurley, and Knight (2004) argue for the inclusion of innovativeness in models that 

focus on information (Kohli and Jaworski 1990; Matsuno and Mentzer 2000) because the 
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willingness to consider new ideas and new processes represents a fundamental condition 

to collecting information. Extending Hult, Hurley, and Knight as well as Hurley and Hult, 

Olson, Slater, and Hult (2005) propose that for a firm to improve the use of its market 

knowledge, the firm needs a higher level of innovativeness. The firm is open to new ideas 

and new routines, which requires the synthesis of information with currently held 

knowledge. 

For a firm to be receptive to new ideas, processes, and routines, the firm has to 

unlearn its old ideas, processes, and routines (Farrell 1999). If a firm is committed to 

learning, then it should be committed to unlearning. The innovativeness concept captures 

the discussion related to unlearning (Baker and Sinkula 1999; Sinkula, Baker, and 

Noordewier 1997). Unlike entrepreneurial orientation, which “requires new market 

entry,” (Lumpkin and Dess 1996, 136) innovativeness “hinges on the extent to which 

managers (develop) and (apply) market (knowledge)” (Hult, Hurley, and Knight 2004, 

430).  

Organizations with higher levels of innovativeness may be willing to consider 

new methods about processes and routines. Further, employees may be encouraged to 

seek out new ideas. To learn about new ideas and processes, employees must develop 

additional knowledge. Employees incorporate the additional knowledge with their 

currently held knowledge. As employees learn about new concepts and routines, they 

share them with other employees, customers, and relational partners. Thus, 

innovativeness may affect the firm’s market knowledge. Formally, 

H7: A firm’s innovativeness is related positively to the development of market 
knowledge.  

H8: A firm’s innovativeness is related positively to the dissemination of 
market knowledge. 
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Finally, a firm with a higher degree of speed orientation represents the degree to 

which that firm emphasizes responding quickly to changes in the market (Arnett, Menon, 

and Wilcox 2000). This construct focuses not on the response by an organization to a 

change in the market, but how quickly the firm responds to a change in the market. For 

example, in firm A, employees may expect a response to an inquiry within hours or 

without benefit of meetings because the employees of firm A may believe in a quicker 

response. In firm B, however, employees may expect a response to the same inquiry 

within days or with benefit of meetings because employees of firm B may believe in a 

slower response. 

Firms with higher levels of speediness emphasize quick responses and decisions. 

Further, implementations of decisions must be performed quickly. In such firms, 

employees must make quick decisions as changes in the market warrant them. Therefore, 

they are unlikely to take the time to develop new market knowledge. 

For example, Google encourages their employees to respond to text messages 

received during meetings (Lohr and Helft 2007). Further, Google focuses on quickly 

introducing products to the market, which indicates a quick response to changing 

conditions in the market. The company focuses its strategic orientation around speed. 

Google’s employees need quick decisions because they remain focused on introducing 

new products or product enhancements quicker than their competitors. Thus, Google’s 

emphasizes on speed orientation encourages the development of market knowledge 

because managers must make a quick decision. Formally, 

H9: A firm’s speed orientation is related positively to the development of 
market knowledge. 
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Organizational Structure 

The characteristics of an organization’s structure define the roles and activities of 

its employees, which include sharing knowledge (Kirca, Jayachandran, and Bearden 

2005; Kohli and Jaworski 1990; Jaworski and Kohli 1993; Olson, Slater, and Hult 2005). 

Jaworski (1988, 27) uses organizational structure and control interchangeably because “if 

formal controls influence individuals or groups, organizational structure is, by definition, 

a control mechanism.” Organizational structure imposes a sense of how and with whom 

employees communicate while providing an understanding of where the locus of decision 

making resides. The former of these ideas associated with organizational structure 

reflects formalization while the latter of these ideas reflects centralization. Thus, 

consistent with research on the impact of organizational structure on the firm’s market 

knowledge management processes (Auh and Menguc 2007; Kirca, Jayachandran, and 

Bearden), this study focuses on two structural characteristics: (1) centralization and (2) 

formalization. 

 

Centralization 

Centralization is defined as “the amount of delegation of decision-making 

authority throughout an organization and the extent of participation by organizational 

members in decision-making” (Jaworski and Kohli 1993, 56). John and Martin (1984, 

172) define centralization as “the extent to which marketing-planning related activities 

and decisions are concentrated within a few positions.” As a possible consequence of a 

higher degree of centralization, the need for information appears concentrated among a 

few decision makers in the organizations. In certain contexts, though, a higher degree of 
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centralization may prove beneficial. As Ruekert, Walker, and Roering (1985) discuss, 

these contexts include conditions when the firm operates in a predictable, less turbulent 

environment and when the firm can more accurately assess market demand. These 

conditions may not be applicable to market knowledge management processes. 

Kirca, Jayachandran, and Bearden (2005) conclude that a firm marked by a higher 

degree of centralization may lead employees to perceive that decision makers appear 

uninterested in learning about new processes and routines as well as changes in the 

marketplace. The decision maker possesses sufficient information. Menon and 

Varadarajan (1992) refer to an organization with a higher degree of centralization as 

hierarchical in nature. This hierarchy appears counter to market knowledge management, 

which requires a “broad locus of authority and organization-wide participation” (Auh and 

Menguc 2007, 1025). Finally, a firm marked by a higher degree of centralization may 

result in a firm that fails to cultivate market knowledge from all employees. The purpose 

of the firm, in part, is to transfer the knowledge held by employees to the firm (Grant 

1996). Thus, a more hierarchal firm may possess less knowledge from its employees 

because it fails to transfer the knowledge from the employee to the firm. 

When only a few individuals are perceived as the decision makers, employees 

may not develop market knowledge because the firm may not value such activities. 

Further, employees may not disseminate market knowledge because the firm may not 

attempt to integrate what employees know about the marketplace. Finally, contexts that 

favor application of market knowledge (i.e., environmental stability, predictable demand) 

may not exist for all firms. Therefore, it is hypothesized that, overall, centralization 
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decreases the development, dissemination, and application of market knowledge. 

Formally,  

H10: The centralization of a firm is related negatively to the development of 
market knowledge. 

H11: The centralization of a firm is related negatively to the dissemination of 
market knowledge. 

H12: The centralization of a firm is related negatively to the application of 
market knowledge. 

 

Formalization 

 Formalization represents “the degree to which rules define roles, authority 

relations, communications, norms, sanctions, and procedures” (Jaworski and Kohli 1993, 

56). Similarly, John and Martin (1984, 172) define formalization as the “emphasis placed 

on following specific rules and procedures in carrying out plan formulation, including 

documentation of planning activities and adherence to job descriptions.” Formalization 

attempts to ensure employees understand and adhere to the firm’s goals. 

In this view, research has found support for formalization. Michaels et al. (1988) 

find that sales representatives appear more committed to their organization because 

formalization reduces role stress, role ambiguity, and role conflict. Oliver and Anderson 

(1994) conclude that formalization fosters a positive environment because sales 

representatives interpret these rules as support from management. Formalization provides 

clarity about expectations and roles (Cravens et al. 1993). Beyond sales representatives, 

Douglas and Judge (2001) find formalization increases the effectiveness of total quality 

management on the firm’s performance while Ayers, Dahlstrom, and Skinner (1997) 

conclude that integration between departments was enhanced by formalization. In these 
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contexts (i.e., manufacturing and production firms), a higher degree of formalization may 

help the firm achieve its strategic outcomes. 

However, other researchers have reached an opposite conclusion about the role of 

formalization. Formalization may lead to demoralized and dissatisfied employees who 

chafe under the organization’s rules and procedures (Auh and Menguc 2007). 

Formalization may lead to rigidity and conformity that perhaps result in less creativity by 

decision makers (Fredrickson 1986; Hartline, Maxham, and McKee 2000). In addition, 

formalization often reduces flexibility by decision makers when facing challenges in the 

marketplace because the rules may limit the available choices (Spekman and Johnston 

1986). This increased rigidity and reduced flexibility may explain why formalization has 

a negative impact on market knowledge management (Kirca, Jayachandran, and Bearden 

2005). 

 In a firm marked by higher degrees of formalization, rules may inhibit employees 

from creating market knowledge because this knowledge may force the firm to become 

more adaptive to changing conditions in the marketplace. Further, employees may feel 

discouraged from sharing new ideas, processes, and routines as well as discussing 

changes in the marketplace. Finally, decision makers may not apply market knowledge 

because of the lack of creativity imposed by the firm’s formalization. 

As Ruekert, Walker, and Roering (1985) suggest, formalization is appropriate 

when tasks are short and repetitive, performance is easily measured, and the task 

environment is stable. However, none of these characteristics may be applicable in the 

market knowledge management environment. Therefore, it is hypothesized that 
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formalization decreases the development, dissemination, and application of market 

knowledge. Formally, 

H13: The formalization of a firm is related negatively to the development of 
market knowledge. 

H14: The formalization of a firm is related negatively to the dissemination of 
market knowledge. 

H15: The formalization of a firm is related negatively to the application of 
market knowledge. 
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Figure 2.1  Competitive Position Matrix 
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Figure 2.2 Resource Advantage Competition 
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Figure 2.3 Hypothesized Model 
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CHAPTER III 

METHOD 

The questionnaire for this study incorporated scale items (i.e., questions) from 

published journal articles and an unpublished dissertation. Items measuring commitment 

to learning were drawn from Calantone, Cavuşgil, and Zhao (2002); connectedness, 

formalization, and centralization from Jaworski and Kohli (1993); innovativeness from 

Hurley and Hult (2000); speediness from Maltz, Menon, and Wilcox (2006); market 

knowledge development and market knowledge application from Gold, Malhotra, and 

Segars (2001); market knowledge dissemination from Matsuno, Mentzer, and Rentz 

(2000); marketing effectiveness from Narver and Slater (1990) and Spralls (2003); and 

marketing efficiency from Spralls. For the 11 constructs, 65 total items were used, 

ranging from three items for marketing efficiency to 10 for market knowledge 

development (see Appendix). 

Demographic information related to size of the organization based on number of 

employees and annual gross sales revenue was included. Respondents also provided 

information about length of tenure in current job title, as well as tenure with the current 

company, and the respondent’s functional work area (see Appendix). 

The questions related to this study were formatted for electronic delivery, and not 

paper and pencil. Each screen contained only the questions specific to a single construct. 

For example, on the first screen, respondents viewed items related to the commitment of 

learning construct. On the second screen, respondents viewed items on the 

innovativeness construct. Further, respondents were required to answer all questions on 
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the screen before advancing to the next screen. If the respondents failed to click on a 

question, then the software prompted the respondents to complete the missing response. 

 The data for this study was collected in three phases. In the first phase, personal 

interviews were conducted with six people whose managerial titles ranged from director 

to chief executive officer to test the questionnaire’s content validity. Content validity 

assesses how well the selected scale items correspond to their definition. That is, the 

researcher attempts to determine whether the items measure what the researcher believes 

the items are measuring. During the second phase, an online pretest survey was 

conducted, drawing on sales management personnel whose managerial titles ranged from 

manager to executive. Finally, in the third phase, an online survey was administered 

using a single key informants from each surveyed organization. The following section 

provides details of the sample and measurement of constructs. 

 

Sample 

The personal interviews were conducted over a 30-day period. Six people 

participated in a process that involved answering and discussing the survey in paper form. 

Two of the interviewees held positions at the director level, two were at the middle 

management level, and two held positions at the senior executive level. The interviews 

were used to establish face validity. 

Based on the interviews, three reverse coded questions were removed. These 

items were selected because all interviewees said these three questions interrupted the 

flow of the questionnaire. For two other questions, additional examples were provided to 

improve the respondents’ ability to answer the questionnaire. 
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An “opt in” sample was used for both the pretest survey and the actual survey. In 

a opt in sample, respondents agree to fill out surveys provided they meet the survey’s 

criteria for inclusion in the sample. Respondents also provide employer and personal 

demographic details. In return for filling out surveys, respondents receive either monetary 

(i.e., cash) or nonmonetary (i.e., points that can be redeemed for merchandise) 

compensation. 

Malhotra (2004) and Lehman (1989) note three advantages to using an opt in 

sample. One, demographic information is provided by the market research service. This 

demographic information may exceed what a respondent would feel like providing as part 

of a lengthy questionnaire. Two, the use of the panel remains effortless because the 

market research service performs the sample design. Three, the response rate generally 

exceeds 70%. This advantage becomes attractive when considered in the context of 

Wright and Armstrong’s (2006) request that researchers need at least a 50% response rate 

to ensure that nonresponse bias is not an issue. 

Malhotra (2004) and Lehman (1989) also discuss five disadvantages to using an 

opt in sample. One, market research services are expensive. The cost for data collection 

can range from $3,000 to $50,000 depending on the size of the panel, the amount of data 

collected, and the duration of data collection. Two, the average age of panel members 

tends to increase over time. The age issue becomes serious if the service encounters 

difficulty attracting younger members to the panel. Three, respondents become sensitized 

from completing many surveys. Respondents may have taken three surveys for various 

products in the same market. The information held by respondents, which is not held by 

the general population, influences respondents’ behavior on future surveys. Four, panels 
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are not representative of the general population. Historically, panels under-represent 

minorities, females, and the less educated. With surveys now offered electronically, 

people who lack sufficient technological access and skill are also not included in the 

panel. Five, respondents are atypical of the general population. Most people refuse to 

participate in panels. Thus, the people who do participate could be “questionnaire freaks” 

(Lehman, 164). 

Despite the negatives associated with a panel sample, this approach was selected 

for three reasons. One, Knowledge Management Professional, the largest trade 

organization based on membership, was reviewed as a potential mailing list. After 

refining the membership list for multiple informants, and for consultants who generally 

lack the expertise required to fill out the questionnaire, less than 200 respondents 

remained in the sample. That is, the sample is too small for the analysis required in this 

study. 

Two, the American Marketing Association’s marketing research membership list 

was also considered. Other researchers as well as representatives from the American 

Marketing Association have expressed a sentiment that this membership list has been 

over-sampled. That is, this group receives many invitations to complete questionnaires. 

Because of these many requests, members appear unwilling or unlikely to complete the 

questionnaire. 

Three, it appeared that the cost of using panel sample were lower compared to 

using a membership list. In using a membership list, the researcher needs to provide an 

incentive for the respondents. The research may allocate at least $1,000 for incentives 

based on 200 respondents with $5 worth of incentive allocated for each respondent. Other 
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costs associated include the initial mailing (i.e., mail labels, envelopes, printing of 

surveys, postage, return postage, etc.), the reminder mailing (i.e., postage, postcards, 

etc.), and the time needed to enter each survey into a database. An electronic survey 

required paying a service to host a survey and store the responses. A turnkey service that 

included hosting and storing the survey as well as providing the key respondents 

appeared to cost less than other methods. For these three reasons, a turnkey service was 

selected. 

Zoom Panel was selected to provide the opt in panel and the survey software for 

both the pretest survey and the actual survey. This market research firm was chosen 

because it offered both the needed sample size and the ability to host an electronic 

survey.  

For both surveys, the panel service distributed an invitation to participate in the 

web-based survey, managed the incentive system, and stored the completed surveys. 

Marketing and other senior executives have been used in surveys as part of research in 

knowledge management (Bennett and Gabriel 1999; Chase 1998; Davenport, DeLong, 

and Beers 1998). It was expected that people at the marketing and other senior executive 

levels continue to have an interest in knowledge management as a research topic. Further, 

it was expected that these people can answer questions related to this research project on 

knowledge management. 

Zoom Panel allows researchers to limit who receives the survey. For the pretest 

survey, the sample was restricted to respondents by job function field (sales) and job title 

(manager or higher). As part of the demographic questions, respondents were asked to 
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report the number of employees in their company and their firm’s annual sales revenue 

(see Appendix). 

The pretest survey was available for 32 hours and was closed when 200 

completed surveys had been posted. Based on the results of the pretest survey and the 

personal interviews, job function was expanded and job title was set to director or higher 

and a firm had to have a minimum of 50 employees and a minimum of $50 million in 

annual sales revenue. The appendix includes the demographic questions. For the actual 

survey, 611 invitations were distributed. The survey was available for 73 hours. At the 

time the survey was closed, 213 completed surveys were returned. 

Of these 213, four surveys were eliminated because the respondents had typed 

“gibberish” in the open-ended questions that appeared at the end of the survey. It was 

decided that these respondents may not have exerted any cognitive processing ability 

throughout the survey. Responses were also scanned for the appearance of clicking the 

same value such as 1 throughout a bank of questions and for pattern response such as 

clicking a 1 for the first question, a 2 for the second question, a 3 for the third question, a 

2 for the fourth question, and a 1 for the fifth question. Eleven respondents were removed 

from the data set because they exhibited pattern responses (i.e., selecting “1” for all 

questions). Thus, 198 completed responses were retained. The actual survey had a 

response rate of 32 percent. 

An additional 26 responses were included from the pretest survey. These 

responses were added to the analysis because they fit the profile of recipients for the e-

mail invitation to complete the actual survey, and the questionnaire completed by the 

respondents of the pretest survey was identical to the questionnaire completed by the 
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respondents of the actual survey. No one from the pretest survey sample received an 

invitation to complete the actual survey. Thus, for the analysis, 224 completed surveys 

were used. 

 

Measurement of Constructs 

All items used in the data collection were self-report questions that reflected the 

key respondents’ perceptions. All measures included at least three questions, used 

established scales that were drawn from the literature, and were reflective in nature. The 

questions and responses for each measure appear separately as they are reviewed as well 

as collectively in Appendix A. The coding designation (e.g., CUST2) for all items 

appears to the left of the item. 
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Commitment to Learning 

Sinkula (1994) argues that commitment to learning remains key for knowledge 

management processes because it represents the central method for firms to create new 

knowledge. This construct contained five items, all from Calantone, Cavuşgil, and Zhao 

(2002). The responses ranged from 1, “strongly disagree,” to 5, “strongly agree.” The 

measures are shown in Figure 3.1. 

 

In our organization, we believe: 

CTOL1 Learning is a key commodity necessary to guarantee organizational 
survival. 

 
CTOL2 Our organization’s ability to learn is a key to our competitive advantage. 
 
CTOL3 Employee learning is an investment, not an expense. 
 
CTOL4 In encouraging the incorporation of fresh ideas and knowledge into the 

workplace. 
 
CTOL5 Our ability to learn is a key to remaining competitive. 
Figure 3.1. Commitment to Learning Items 
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Interdepartmental Connectedness 

Employees need to have access to people within departments and across the 

organization in order to share knowledge. Jaworski and Kohli (1993) developed the 

following seven-item scale to measure this construct. The responses ranged from 1, 

“strongly disagree,” to 5, “strongly agree.” The measures are shown in Figure 3.2. 

 

In our organization, it seems: 

CONN1 Easy to talk with virtually anyone you need to, regardless of rank or 
position. 

 
CONN2 There is ample opportunity for informal “hall talk” among individuals 

from different departments in this company. 
 
CONN3 Employees from different departments feel comfortable calling each other 

when the need arises. 
 
CONN4 Managers discourage employees from discussing work-related matters 

with those who are not their immediate superiors or subordinates. 
 
CONN5 People are accessible to those in other departments. 
 
CONN6 Communications from one department to another are expected to be 

routed through “proper channels.” 
 
CONN7 Junior managers in a department can easily schedule meetings with junior 

managers and other managers in other departments. 
     Figure 3.2. Interdepartmental Connectedness Items 
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Innovativeness 

Employees must remain open to new ideas, processes and routines to achieve new 

knowledge. This construct contained five items, all from Hurley and Hult (2000). The 

responses ranged from 1, “strongly disagree,” to 5, “strongly agree.” The measures are 

shown in Figure 3.3. 

In our organization, we believe: 

INN1 In taking calculated risks. 

INN2 Our company emphasizes innovation and change. 

INN3 Technical innovation, based on research results, is readily accepted. 

INN4 Management actively seeks innovative ideas. 

INN5 Innovation is readily accepted in program/project management. 

       Figure 3.3. Innovativeness Items 
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Speed orientation 

Speed orientation shows potential as a form of competitive advantages. For 

example, Google and Honda emphasize speediness in communication and the product 

development cycle, respectively. Maltz, Menon, and Wilcox (2006) developed this three-

item scale to measure this construct. The responses ranged from 1, “strongly disagree,” to 

5, “strongly agree.” The measures are shown in Figure 3.4. 

In our organization, it seems: 

SPEED1 People stress quick response to changing market conditions. 

SPEED2 We emphasize making speedy decisions. 

SPEED3 We emphasize speedy implementation. 

Figure 3.4. Speed Items 
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Centralization 

Centralization is a well-established construct in the market orientation literature 

that may hamper the sharing of tacit market knowledge but may encourage the retrieving 

of explicit market knowledge (Kirca, Jayachandran, and Bearden 2005). This construct 

contained five items, all from Jaworski and Kohli (1993). The responses ranged from 1, 

“strongly disagree,” to 5, “strongly agree.” The measures are shown in Figure 3.5. 

In our organization, it seems: 

CEN1 Little action can be taken until a supervisor approves a decision. 

CEN2 A person who wants to make his own decision can make his own decision. 

CEN3 Even small matters have to be referred to someone higher up for a final answer. 

CEN4 I have to ask my boss before I do almost anything. 

CEN5 Any decision I make has to have my boss’ approval. 

Figure 3.5. Centralization Items 
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Formalization 

Formalization is another well-established construct in the market orientation 

literature that may hamper the sharing of tacit market knowledge but may encourage the 

retrieving of explicit market knowledge (Kirca, Jayachandran, and Bearden 2005). 

Jaworski and Kohli (1993) developed this seven-item scale to measure this construct. The 

responses ranged from 1, “strongly disagree,” to 5, “strongly agree.” The measures are 

shown in Figure 3.6. 

In our organization, it seems: 

FORM1 I am my own boss in most matters. 

FORM2 A person can make his or her own decisions without checking with 
somebody else. 

 
FORM3 How things are done is left up to the person doing the work. 

FORM4 People are allowed to do almost as they please. 

FORM5 Most people make their own rules on the job. 

FORM6 The employees are constantly being checked on for rule violations. 

FORM7 People feel as though they are constantly being watched to see that they 
obey the rules. 

Figure 3.6. Formalization Items 

 

Market Knowledge Development 

Items from two different scales were used for this measure, and both scales are 

supported in the literature. The first four items, which are from Jaworski and Kohli 

(1993), have been used extensively in different iterations. The final six items are taken 

from Gold, Malhotra, and Segars’ (2001) measure. The responses ranged from 1, 

“strongly disagree,” to 5, “strongly agree.” The measures are shown in Figure 3.7. 



Texas Tech University, Michael A. Levin, August 2008 

58 

In my company, people: 

DEV1 Frequently collect and evaluate general macroeconomic information (e.g., 
interest rate, exchange rate, unemployment rate, industry growth rate, inflation 
rate).  

 
DEV2 Maintain contacts with officials of government and regulatory bodies in order to 

collect and evaluate pertinent information. 
 
DEV3 Collect and evaluate information concerning general social trends that might 

affect our business. 
 
DEV4 Spend time with our suppliers to learn more about various aspects of their 

business (e.g., manufacturing process, industry practices, clientele). 
 
DEV5 Generate new knowledge from existing knowledge. 

DEV6 Use feedback from projects to improve subsequent projects. 

DEV7 Benchmark performance. 

DEV8 Exchange knowledge between individuals. 

DEV9 Develop and test new ideas. 

DEV10 Refine ideas based on feedback from customers, suppliers, and people in our 
organization. 

Figure 3.7. Development Items 
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Market Knowledge Dissemination 

Similar to market knowledge dissemination, items from two different scales were 

combined for this measure; both scales are supported in the literature. The first five items, 

which are from Jaworski and Kohli (1993), have been used extensively in different 

forms. The final five items are taken from Gold, Malhotra, and Segars’ (2001) measure. 

The responses ranged from 1, “strongly disagree,” to 5, “strongly agree.” The measures 

are shown in Figure 3.8. 

In my company, people: 

DISS1 Spend time discussing customers’ future needs with other functional departments. 

DISS2 Spend time discussing customers’ future needs within our departments. 

DISS3 Circulate documents (e.g., reports, newsletters) about our customers, competitors, 
and suppliers. 

 
DISS4 Regularly have cross-functional meetings very often to discuss market trends and 

developments (e.g, customers, competitors, suppliers). 
 
DISS5 Regularly have interdepartmental meetings to update our knowledge of regulatory 

requirements. 
 
DISS6 Convert competitive intelligence into plans of action. 

DISS7 Replace outdated knowledge.  

DISS8 Transfer knowledge to individuals. 

DISS9 Absorb knowledge from individuals into the organization. 

Figure 3.8. Dissemination Items 
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Market Knowledge Application 

Earl (2001) discusses how firms allocate resources to the storage and access of 

knowledge for employees to make better decisions or to solve problems. Indeed, the 

information technology literature (e.g., Gold, Malhotra, and Segars 2001) examines 

different processes firms use to improve the location of knowledge as the situation 

warrants. Although Gold, Malhotra, and Segars (2001) discuss the concepts of retrieval 

and application, they do not measure it explicitly. Lacking a suitable measure, six Likert-

scale items were adopted from Gold, Malhotra, and Segars (2001). The responses ranged 

from 1, “strongly disagree,” to 5, “strongly agree.” During item selection, APP3 was 

retained since it defined the construct of interest. The measures are shown in Figure 3.9. 

 

In my organization, people: 

APP1 Match sources of knowledge to problems and challenges.  

APP2 Locate knowledge to changing competitive conditions. 

APP3 Apply knowledge to changing competitive conditions.  

APP4 Make knowledge accessible to those who need it. 

APP5 Organize knowledge. 

APP6 Link sources of knowledge to solve problems.  

Figure 3.9. Application Items 

 

Marketing Effectiveness 

The strategy literature discusses how firms must improve or maintain their 

marketing effectiveness in order to improve or maintain their positional advantage in the 
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marketplace. Few measures of marketing effectiveness exist. This study adapted Narver 

and Slater’s (1990) five items. These items were selected because another research 

project successfully uses this construct as an outcome measure. Unlike the prior research 

project, this study relies on Narver and Slater’s use of a semantic differential scale 

instead of a Likert scale. Thus, responses ranged from 1, “worse than our competitors,” to 

5, “better than our competitors.” The measures are shown in Figure 3.10. 

Compared to our competitors, our firm: 

CUST1 Tailors products/services to customer needs. 

CUST2 Creates customer value. 

CUST3 Understands customer needs. 

CUST4 Provides after-sales service. 

CUST5 Measures customer satisfaction. 

Figure 3.10. Effectiveness Items 
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Marketing Efficiency 

The strategy literature discusses how firms must improve or maintain their 

marketing efficiency in order to improve or maintain their positional advantage in the 

marketplace. This study uses Sprall’s (2003) three items. To remain consistent with the 

scale associated with marketing effectiveness, this study uses a semantic differential scale 

instead of a Likert scale. Thus, responses ranged from 1, “worse than our competitors,” to 

5, “better than our competitors.” The measures are shown in Figure 3.11. 

Compared to our competitors, our firm: 

EFF1 Makes better use of resources. 

EFF2 Is more efficient. 

EFF3 Gets more output with less input. 

Figure 3.11. Efficiency Items 

 

Sample Characteristics 

 The present sample consists of key informants from different American 

businesses. The characteristics of the key informants are shown in Table 3.1. Of the 224 

respondents, 76 (34%) reported annual sales revenue greater than $10 billion, 62 (28%) 

reported the number of employees at more than 25,000, and 76 (34%) identified 

themselves as executive managers (i.e., president, chief executive officer). 
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Table 3.1. Key Informant Characteristics 

Annual Sales Revenue Number (N=224) Percentage 

$50 million – $99 million 37 16 

$100 million – $999 million 58 26 

$1 billion – $10 billion 53 24 

> $10 billion 76 34 

 

Number of Employees Number (N=224) Percentage 

50 – 99 22 10 

100 – 1494 4 2 

150 – 499 25 11 

500 – 999 19 8 

1,000 – 4,999 40 18 

5,000 – 9,999 20 9 

10,000 – 14,999 12 5 

15,000 – 25,000 19 8 

> 25,000 62 28 
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Table 3.1 Continued 

Functional Work Area Number (N=224) Percentage 

Business Development 27 12 

Executive Management 76 34 

Marketing 53 24 

Merchandising 8 3 

R&D/Scientific 4 2 

Research 7 3 

Sales 49 22 

 

Years with the Title Number (N=224) Percentage 

1 - 5 132 59 

6 - 10 53 24 

11 - 15 23 10 

16 - 20 10 4 

≥ 21 6 3 

Mean: 6.3 years 

 

Years with the Firm Number (N=224) Percentage 

1 - 5 81 36 

6 - 10 55 25 

11 - 15 36 16 

16 - 20 24 11 

≥ 21 28 13 

Mean: 10.7 years 
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CHAPTER IV 

ANALYSIS 

 The data were examined for completeness and reasonable values by means of 

simple descriptive statistics. Means and standard deviations suggested adequate location 

and dispersion on the Likert and semantic differential scales. Correlations, by their 

reasonable ranges, indicated the presence of adequate relationships to examine. 

 Bagozzi and Yi (1989) provide four reasons why structural equation modeling 

remains an appropriate analysis for this research project. One, structural equation models 

provide a more complete measurement of theoretical relationships because the researcher 

can test the whole model rather than portions of the model. Two, structural equation 

modeling proves useful when multiple theoretical constructs appear central to the 

dependent variables. This study’s proposed model includes six independent variables, 

three mediating variables, and two dependent variables. Three, structural modeling 

provides more reliable analysis because structural equation modeling can correct for 

measurement error and, thus, reduce the probability of committing a Type II error. 

Analyses such as MANOVA, a possible alternative, do not consider measurement error. 

Four, structural equation modeling is robust when assumptions regarding homogeneity of 

the dependent variables’ variances and co-variances are violated. 

 

Two-Step Approach to Structural Equation Modeling 

Analysis using structural equation modeling can determine the degree to which 

the constraints imposed by the structural model result in a covariance matrix consistent 

with the data. A two-step approach to evaluate the structural equation model, examining 
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first the measurement model in which all constructs are allowed to relate to one another, 

then imposing constraints implied by the structural model was used (Anderson and 

Gerbing 1988). Measurement and structural parameters were estimated using LISREL 

VIII (Jöreskog and Sörbom 1993). 

 

The Measurement Model 

 The processes for confirmatory factor analysis and measurement model 

estimation appear similar (Long 1983). Some researchers produce the measurement 

model in lieu of confirmatory factor analysis because the results appear nearly identical. 

Two equations represent the measurement model (Long). The first equation appears as 

 y = Λyη + ε (1) 

and specifies the relationships between the observable indicants (p x 1 vector y) and the 

endogenous latent constructs (η) through the loadings (the p x m matrix Λy of λ’s) of the 

observable indicants and their error terms (the p x 1 vector ε). Endogenous constructs are 

those that represent a dependent variable for at least one question (i.e., an arrow leads to 

them).  

The second equation appears as 

 x = Λxξ + δ (2) 

and specifies the relationships between the observable indicants (q x 1 vector x) and the 

exogenous latent constructs (ξ) through the loadings (the q x n matrix Λx of λ’s) of the 

observable indicants and their error terms (the q x 1 vector δ). Exogenous constructs are 

the independent variables in the equations (i.e., one or more arrows lead from them). 
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 In the measurement model, no distinction is made between the exogenous 

constructs and the endogenous constructs because the measurement model lacks 

relational constraints. Thus, the measurement model treats all constructs and their 

corresponding items as exogenous variables, and all constructs are free to covary. 

For the measurement model, the variance of each construct is set to one by 

specifying the Φ matrix (the covariance matrix of constructs) as an identity matrix. The 

off-diagonal elements are left free to be estimated.  LISREL seeks a solution for equation 

(2) constrained by the hypothesized measurement model’s parameters that generates Σ, or 

the variance-covariance matrix for the specified model, which best produces S, or the 

observed variance-covariance matrix. The difference between Σ and S represent the lack 

of fit of the model and the data. An important goal for this phase of the analysis remains 

finding a group of indicators for each latent construct whose variance is composed of the 

common variance between the items of the intended construct. 

Measurement Model Respecification Procedure 

 As part of the development of the measurement model, some items were removed 

from the analysis. Items were considered for removal based on three reasons. One, the 

item displays a non-significant loading (λ) on the specified construct. Two, the item 

shares meaning with other indicants beyond that suggested by the construct as observed 

in the modification indices for Θδ. Three, the item shares common variance with multiple 

indicators of a different construct or constructs as observed by large modification indices 

for Λx. However, an item must not be removed based only on statistics. Theoretical 

reasoning or content also determine whether an item may be removed from the 

measurement model. If an item is removed, the a new model with new modification 
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indices must be generated. Thus, model respecification follows an iterative process until 

an acceptable measurement model is generated. 

Final Measurement Model 

The initial measurement model was developed using LISREL VIII and included 

65 items for the 11 constructs. For the first model, fit was

! 

"
2
1960( ) = 4475.43 (p = 0.00). 

The goodness of fit index (GFI) = 0.61, the non-normed fit index (NNFI) = 0.96, the 

standardized root mean square (RMR) = 0.092, and the root mean square error of 

approximation (RMSEA) = 0.079. These fits are not considered acceptable. Fit indices 

such as GFI and NNFI range from 0 to 1. Bentler and Bonett (1980) consider a fit index 

such as GFI and NNFI with a score of at least 0.90 or higher as acceptable. Browne and 

Cudeck (1993) suggest RMSEA values of 0.05 or less may be thought of as a close fit, 

values of 0.08 or less may be thought of as a reasonable fit, and values greater than 0.10 

may be thought of as an unacceptable fit. As Sharma et al. (2005) discuss, these fit 

indices must be treated as guidelines by researchers because each has limitations such as 

sensitivity to sample size and/or to number of indicators in the model. 

Table 4.1 shows the stepwise process to refine the measurement model. Of the 

items removed, 28 were deleted because of indication of significant cross loading. 

CONN7 was removed because the wording may have appeared ambiguous. CUST2, 

DEV7, DISS5, and APP3 were removed initially because the modification indices 

indicated that their removal improved the model fit. However, they were retained in the 

model in lieu of CUST5, DEV8, DISS8, and APP4 because those four items appeared 

more consistent with knowledge management theory and the definitions of their 

constructs. The final measurement model included 

! 

"
2
505( )  = 732.28 (p = 0.00), GFI = 
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0.85, NNFI = 0.97, RMR = 0.050, and RMSEA = 0.038. These fit indices indicate an 

acceptable fit for the measurement model. Table 4.2 includes the standardized reflective 

measure loadings for the measurement model. Table 4.3 shows the average variance 

extracted and the composite reliability for the 11 constructs. Table 4.4 displays the 

estimated correlations (Φ) for the constructs. 

The highest correlation between constructs was between market knowledge 

application and market knowledge dissemination, raising the possibility of lack of 

discriminate validity. A model was estimated first with the constructs free to correlate 

and second with their relationship set to one. If the difference in Chi-square between the 

two models is significant with one degree of freedom, then the two constructs are 

considered to be measuring different things (Bagozzi and Yi 1988). In this case, the 

difference in Chi-square was 23.7, suggesting adequate discriminate validity. 
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Table 4.1 Summary of Measurement Model Respecification Process 

Changes made from 
previous test GFI AGFI RMR RMSEA 

! 

"
2  df 

None 0.61 0.52 0.092 0.079 4475.43 1960 
Items removed because of statistical indications  
CTOL4, CONN1, 
CONN4, CONN6, 
INN1, CEN1, 
CEN2, FORM1, 
FORM5, FORM6, 
FORM7, DEV1, 
DEV2, DEV3, 
DEV8, DEV9, 
DEV10, DISS3, 
DISS4, DISS6, 
DISS7, DISS8, 
DISS9, APP2, 
APP3, APP5, 
CUST2, CUST3 

0.84 0.81 0.049 0.042 825.20 539 

Item removed because of wording 
CONN7 0.85 0.81 0.048 0.042 777.12 505 
Items exchanged to better conform to knowledge management theory 
DEV8 for DEV7, 
DISS5 for DISS8, 
APP3 for APP4, 
CUST2 for CUST5 

0.85 0.82 0.050 0.038 732.28 505 
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Table 4.2 Standardized Reflective Measure Loadings (λ’s) – Measurement Model 

Item CTOL CONN INN SPEED CEN FORM DEV DISS LOC CUST EFF 
CTOL1 0.84 – – – – – – – – – – 
CTOL2 0.89 – – – – – – – – – – 
CTOL3 0.86 – – – – – – – – – – 
CTOL5 0.94 – – – – – – – – – – 
CONN2 – 0.74 – – – – – – – – – 
CONN3 – 0.91 – – – – – – – – – 
CONN5 – 0.84  – – – – – – – – 
INN2 – – 0.85 – – – – – – – – 
INN3 – – 0.80 – – – – – – – – 
INN4 – – 0.90 – – – – – – – – 
INN5 – – 0.93 – – – – – – – – 
SPEED1 – – – 0.77 – – – – – – – 
SPEED2 – – – 0.89 – – – – – – – 
SPEED3 – – – 0.90 – – – – – – – 
CEN3 – – – – 0.68 – – – – – – 
CEN4 – – – – 0.93 – – – – – – 
CEN5 – – – – 0.94 – – – – – – 
FORM2 – – – – – 0.85 – – – – – 
FORM3 – – – – – 0.87 – – – – – 
FORM4 – – – – – 0.67 – – – – – 
DEV5 – – – – – – 0.82 – – – – 
DEV6 – – – – – – 0.86 – – – – 
DEV7 – – – – – – 0.67 – – – – 
DISS1 – – – – – – – 0.88 – – – 
DISS2 – – – – – – – 0.91 – – – 
DISS5 – – – – – – – 0.70 – – – 
APP1 – – – – – – – – 0.88 – – 
APP3 – – – – – – – – 0.91 – – 
APP6 – – – – – – – – 0.83 – – 
CUST1 – – – – – – – – – 0.77 – 
CUST4 – – – – – – – – – 0.80 – 
CUST5 – – – – – – – – – 0.75 – 
EFF1 – – – – – – – – – – 0.84 
EFF2 – – – – – – – – – – 0.94 
EFF3 – – – – – – – – – – 0.89 

CTOL – Commitment to Learning DEV – Market Knowledge Development 

CONN – Interdepartmental Connectedness DISS – Market Knowledge Dissemination 

INN – Innovativeness APP – Market Knowledge Application 

SPEED – Speed orientation CUST – Marketing Effectiveness 

CEN – Centralization EFF – Marketing Efficiency 

FORM – Formalization 
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Table 4.3 Descriptive Statistics and Reliability for Items in the Measurement Model 

Construct Mean 
Standard 
Deviation 

Composite 
Reliability 

Average 
Variance 
Extracted 

Original 
Number 
of Items 

Retained 
Number 
of Items 

Commitment to 
Learning 4.14 2.12 0.93 0.78 5 4 
Interdepartmental 
Connectedness 3.86 1.06 0.87 0.69 7 3 
Innovativeness 3.81 1.03 0.93 0.76 5 4 
Speed 3.42 1.12 0.89 0.73 3 3 
Centralization 2.39 1.23 0.89 0.74 5 3 
Formalization 3.06 1.13 0.86 0.67 7 3 
Market 
Knowledge 
Development 3.72 0.97 0.84 0.64 9 3 
Market 
Knowledge 
Dissemination 3.60 1.02 0.87 0.70 10 3 
Market 
Knowledge 
Application 3.59 1.03 0.91 0.76 6 3 
Marketing 
Effectiveness 3.89 1.02 0.82 0.60 5 3 
Marketing 
Efficiency 3.49 1.01 0.92 0.79 3 3 
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Table 4.4 Estimated Correlations (ϕ) for Constructs 

Item CTOL CONN INN SPEED CEN FORM DEV DISS APP CUST EFF 
CTOL 1.00           
CONN 0.51 1.00          
INN 0.60 0.71 1.00         
SPEED 0.39 0.49 0.59 1.00        
CEN -0.17 -0.26 -0.34 -0.27 1.00       
FORM 0.30 0.39 0.57 0.54 -0.27 1.00      
DEV 0.54 0.49 0.62 0.48 -0.32 0.34 1.00     
DISS 0.43 0.61 0.63 0.49 -0.33 0.39 0.73 1.00    
APP 0.55 0.63 0.74 0.54 -0.32 0.44 0.77 0.77 1.00   
CUST 0.48 0.56 0.65 0.40 -0.36 0.44 0.54 0.70 0.61 1.00  
EFF 0.35 0.46 0.63 0.52 -0.27 0.47 0.53 0.55 0.69 0.66 1.00 

 

CTOL – Commitment to Learning DEV – Market Knowledge Development 

CONN – Interdepartmental Connectedness DISS – Market Knowledge Dissemination 

INN – Innovativeness APP – Market Knowledge Application 

SPEED – Speed orientation CUST – Marketing Effectiveness 

CEN – Centralization EFF – Marketing Efficiency 

FORM – Formalization 
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The Structural Model 

Once the researcher has developed an acceptable measurement model, based on 

the fit indices such as GFI and RMSEA, the researcher can develop a structural model to 

examine the latent-variable relationships (e.g., Anderson and Gerbing 1988). The 

constructs are respecified as endogenous and exogenous as appropriate and constraints 

imposed by the diagram (Figure 4.1) (presence or absence of paths) are included. A 

satisfactory measurement model fit lessens but does not necessarily eliminate the need to 

respecify the model during the analysis of the structural model.  

 The results of the analysis of structural model are displayed in tabular form in 

Table 4.5 and on the illustrated model in Figure 4.1. Based on the resulting goodness of 

fit indices, the hypothesized relationships appear reasonable (

! 

"
2
529( )  = 847.79 RMR = 

.06, GFI = .83, AGFI = .80, NNFI = .98, CFI = .99, RMSEA = .046). Of the 15 

hypothesized path coefficients, 10 have the correct signs with significant t-values, one 

had significant t-value but with an incorrect sign, and four of the hypothesized 

relationships are not supported by the data. The six exogenous variables were allowed to 

correlate, which are displayed in Table 4.6.
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Table 4.5 Structural Model 

Direct Effects Estimate t-value Hypothesis Supported 
CTOL  DEV 0.25 3.18** H5 Y 
CONN  DISS 0.25 3.49*** H6 Y 
INN  DEV 0.35 3.40*** H7 Y 
INN  DISS 0.28 3.05** H8 Y 
SPEED  DEV 0.21 2.52* H9 Y 
CEN  DEV -0.15 -2.28* H10 Y 
CEN  DISS 0.00 0.08 H11 N 
CEN  APP -0.03 -0.58 H12 N 
FORM  DEV -0.09 -1.03 H13 N 
FORM  DISS -0.04 -0.54 H14 N 
FORM  APP 0.12 2.17* H15 N 
DEV  DISS 0.55 7.19*** H1 Y 
DISS  APP 0.86 10.90*** H2 Y 
APP  CUST 0.69 8.86*** H3 Y 
APP  EFF 0.72 10.68*** H4 Y 
 
p < .001 - ***; p < .01 - **; p < .05 - * 
 

CTOL – Commitment to Learning DEV – Market Knowledge Development 

CONN – Interdepartmental Connectedness DISS – Market Knowledge Dissemination 

INN – Innovativeness APP – Market Knowledge Application 

SPEED – Speed orientation CUST – Marketing Effectiveness 

CEN – Centralization EFF – Marketing Efficiency 

FORM – Formalization 
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Table 4.5 Continued 
 
Indirect Effect  Estimate t-value 
CTOL  DISS 0.14 2.98** 
CTOL  APP 0.12 2.88** 
CTOL  CUST 0.08 2.88** 
CTOL  EFF 0.08 2.93** 
CONN  APP 0.21 3.51*** 
CONN  CUST 0.15 3.33*** 
CONN  EFF 0.15 3.40*** 
INN  DISS 0.19 3.13 ** 
INN  DEV 0.40 4.77*** 
INN  CUST 0.28 4.33*** 
INN  EFF 0.29 4.51*** 
SPEED  DISS 0.11 2.42* 
SPEED  APP 0.10 2.43* 
SPEED  CUST 0.07 2.37* 
SPEED  EFF 0.07 2.39* 
CEN  DISS -0.08 -2.19* 
CEN  CUST -0.07 -1.79 
CEN  EFF -0.07 -1.80 
 
p < .001 - ***; p < .01 - **; p < .05 - * 
 

CTOL – Commitment to Learning DEV – Market Knowledge Development 

CONN – Interdepartmental Connectedness DISS – Market Knowledge Dissemination 

INN – Innovativeness APP – Market Knowledge Application 

SPEED – Speed orientation CUST – Marketing Effectiveness 

CEN – Centralization EFF – Marketing Efficiency 

FORM – Formalization 
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Table 4.6 Correlations of the Exogenous Constructs 

Item CTOL CONN INN SPEED CEN FORM 
CTOL 1.00      
CONN 0.45 1.00     
INN 0.58 0.65 1.00    
SPEED 0.38 0.44 0.56 1.00   
CEN -0.15 -0.33 -0.33 -0.18 1.00  
FORM 0.25 0.30 0.48 0.48 -0.26 1.00 
 

CTOL – Commitment to Learning CONN – Interdepartmental Connectedness 

INN – Innovativeness SPEED – Speed orientation 

CEN – Centralization FORM – Formalization
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Figure 4.1 Structural Model 

Statistically significant positive relationship 

Statistically significant negative relationship 
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CHAPTER V 

CONCLUSIONS AND DISCUSSIONS 

Discussion 

Broadly, this study serves as a step toward answering resource-base theorists’ 

calls for opening the black box of value creation. Specifically, this study attempts to 

answer three questions. One, how does a firm’s strategic orientation affect its knowledge 

management processes? Two, how does a firm’s organizational structure influence its 

market knowledge management processes? Three, how do market knowledge 

management processes affect the firm’s positional advantage? To answer these questions, 

four streams of literature from strategic orientation, organizational structure, knowledge 

management theory, and resource-based theory were integrated. Within this overarching 

purpose and specific questions, and through the integration of literature, a hypothesized 

model of the combined effects of the firm’s strategic orientation and organizational 

structure on market knowledge management processes and its explicit outcomes was 

presented (Figure 2.3) and tested (Figure 4.1). The remaining discussion of the key 

findings of this research focuses around these concepts. 

Market Knowledge Management and Positional Advantage 

Evidence from the data collected suggests the processes associated with market 

knowledge management may affect the firm’s positional advantage. For market 

knowledge to influence the firm’s positional advantage, the firm may need to improve the 

degree of knowledge transferability, i.e., the effectiveness with which employees use 

communication tools to share their knowledge of the market with other employees. 
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Therefore, in addition to developing marketing knowledge the firm should also allocate 

resources related to disseminating market knowledge.  

Disseminating market knowledge may be necessary, but not sufficient for the firm 

to maintain or improve its positional advantage. Rather, the evidence suggests that market 

knowledge application is an important process to understand to see how a firm’s complex 

resource provides value to the firm.  Market knowledge application is the use of 

knowledge about the market by a decision maker to solve a problem. Through the 

application of market knowledge, the firm may maintain or improve its positional 

advantage in the marketplace.  

 Finally, systems associated with storing, retrieving, and using developed market 

knowledge may require additional attention to encourage the firm to do more with 

currently available market knowledge rather acquiring more. Such systems may enable 

the firm to perform more efficiently by leveraging existing knowledge resources. Thus, 

the firm may seek systems that enable or encourage the application of market knowledge 

held in inventory to maintain or improve the firm’s positional advantage. 

Strategic Orientation and Market Knowledge Management 

The four constructs associated with strategic orientation were chosen because 

prior research has shown that these four constructs influence information management 

processes. Because knowledge includes information, it is expected that these constructs 

similarly influence market knowledge management processes. Commitment to learning, 

interdepartmental connectedness, innovativeness, and speed influence the market 

knowledge management processes as hypothesized (Table 5.1). 
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Commitment to learning appears positively related to market knowledge 

development. Commitment to learning captures the firm’s willingness to support learning 

activities such as training sessions and trade shows, as well as keeping up on industry 

developments via trade journals and the popular press. These activities focus on the 

development of market knowledge.  

Interdepartmental connectedness, employees communicating with other 

employees, was found to relate positively to market knowledge dissemination. 

Employees from a firm with a higher degree of connectedness will be more likely to 

disseminate market knowledge because the firm encourages its employees to share what 

they know. They can also discuss new ideas, products, customers, and competitors among 

other topics. 

Innovativeness was found to relate positively to both market knowledge 

development and dissemination. Innovativeness captures employees’ openness to ideas 

and processes. Thus, employees will be open to ideas and processes as well as knowledge 

about conditions in the marketplace.  Because of employees’ willingness to consider 

alternate approaches, they will share what they know about the market with other 

employees. Thus, the employees’ and eventually the firm’s mental models of the 

marketplace adjust because employees will learn about and discuss new routines and 

concepts as well as competitors and customers. 

Speed was also positively related to market knowledge development. This 

construct refers to how to quickly an employee, regardless of position, makes a decision. 

In quickly adjusting his or her mental model to reflect changes in the marketplace, the 

employee develops potentially valuable market knowledge.  
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Organizational Structure and Market Knowledge Processes 

The two constructs associated with organizational structure were chosen because 

prior research has shown that these two constructs may affect information management 

processes. Because knowledge includes information, it is expected that these two 

constructs affect market knowledge management processes in a similar fashion. Overall, 

centralization and formalization affect market knowledge management processes as 

hypothesized (Table 5.1). Specific discussion of these relationships follows. 

The results regarding centralization and formalization are similar to that of prior 

research. In their review of prior efforts, Kirca, Jayachandran, and Bearden (2005) find 

mixed results for centralization and formalization. An explanation for these findings may 

be found in Cano, Carrillat, and Jaramillo (2004), who found that the type of business 

(i.e., manufacturing or service) and focus of business (i.e., non profit or for profit) 

determined whether or not information management processes influenced business 

performance. If the outcome variables associated with information management 

processes appear affected by the type of business and form of business, then the 

antecedents associated with information management processes may be affected by the 

type of business and form of business. This conclusion fits within Jaworski and Kohli’s 

(1993) conclusion regarding the lack of consistent support for centralization and 

formalization. 

The data supports the hypothesis that a negative or inverse relationship exists 

between centralization and development of market knowledge. However, it does not 

support the hypothesized negative relationships from centralization to dissemination of 

market knowledge and application of market knowledge.  Centralization refers to the 
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location of decision making authority, i.e., more decisions are made at the home office. A 

firm marked by a higher degree of centralization may be unaware or uninterested in 

changes particularly in localized markets. These changes may include new market 

offerings from competitors as well as new processes and procedures. Conversely, a firm 

marked by a lower degree of centralization may be aware of or interested in changes in 

the market. This firm may develop more market knowledge to reflect this awareness or 

interest (Jaworski and Kohli 1993). 

The data did not support the hypothesized relationship from formalization to the 

development of market knowledge and from formalization to dissemination of market 

knowledge. Formalization refers to the presence of and enforcement of rules and 

regulations. This finding is consistent with prior research on this construct as an 

antecedent to information management processes (e.g., Jaworski and Kohli 1993; 

Matsuno, Mentzer, and Özsomer 2002). The hypotheses are predicated on the notion that 

firm’s rules and regulations may be such that employees perceive the firm as 

disinterested in knowing about changing conditions in the marketplace or new processes 

and procedures (Kirca, Jayachandran, and Bearden 2005). 

The data did not support the hypothesized relationship between formalization and 

market knowledge application.  Rather, it indicates a positive relationship between 

formalization and application of market knowledge. The conceptualization of 

formalization may provide insight into this finding. Jaworski and Kohli (1993, 63) note 

“…(the) mere emphasis on rules is less relevant than the precise nature of the rules in an 

organization.” That is, the firm may maintain rules that facilitate or govern the use of 

market knowledge. These rules may be transmitted in training sessions or in required 
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meetings in such a fashion that employees understand how to apply the market 

knowledge and the value of that application. 

 

Conclusions 

 For firm managers, this study provides additional evidence regarding the 

acquisition, transfer, and application of market knowledge. Acquisition results from 

commitment to learning, innovativeness, and speedy recognition of changes in the 

environment.  The transferability of market knowledge becomes greater as the market 

knowledge becomes more explicit or codified. Thus, the firm must make an effort to 

document what the firm knows about the market so it becomes part of the organization’s 

memory. Otherwise, employees’ knowledge becomes lost when they are no longer 

associated with the firm. Firms use a variety of techniques and tools to capture what 

employees know. For example, many customer service representatives must enter 

detailed resolutions to problems in a database. Other customer service representatives can 

then access this knowledge from the database as they encounter a similar problem. Over 

time, the resolution can be incorporated into training sessions for customer service 

representatives. In this fashion, the market knowledge has been made more explicit, 

which improves the degree of transferability. 

 The aggregation of market knowledge is reflected in the positive relationship 

between market knowledge dissemination and market knowledge application. 

Aggregation occurs through the synthesis of different sources of knowledge into a 

common repository. Documents such as training manuals and balance sheets represent 

the aggregation of market knowledge because these documents represent the synthesis of 
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what the firm knows about the market. For example, some firms require new sales 

representatives to use a sales call sheet, or a set of talking points, when meeting with a 

prospective client. The firm created and refined this sheet through a learning process. The 

sheet may reflect a best practice from competitors, advice from consultants, and 

modification from trial-and-error. The result represents an aggregation of market 

knowledge that the firm’s employees can use. 

 The application of market knowledge appears in the positive relationship between 

market knowledge application, and the two outcome variables, marketing effectiveness 

and marketing efficiency. Application refers to the value gained from the allocation of a 

resource. The firm’s managers can create value by investing in the firm’s knowledge 

management processes and leveraging the processes to provide greater marketing 

effectiveness and marketing efficiency relative to their competition. Managers may 

consider processes and procedures, as well as rules and regulations that encourage 

knowledge management processes, because such processes may positively affect the 

firm’s positional advantage. Ultimately, the firm can expect to achieve superior financial 

performance relative to their competition. 

 Managers also need to focus on the antecedents to the knowledge management 

processes. For example, if the firm’s managers want to develop the firm’s market 

knowledge, then they should develop a commitment to learning and emphasize the speed 

with which the firm responds to what is learned. Furthermore, managers should 

encourage contact among employees in various departments as this can facilitate the 

dissemination of marketing knowledge. 
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 The data support the hypothesis that innovativeness affects both the development 

of market knowledge and the dissemination of market knowledge. Through the 

encouragement of new processes and procedures, employees will develop knowledge 

about the market because they must remain current with new approaches, ideas, and 

trends in the market. Employees may be more likely to disseminate knowledge about the 

market because they are likely to share what they have learned with other employees. 

 Managers should delegate decision making to minimize the negative effects of 

centralization on the development of marketing knowledge.  Managers should also 

consider the role of the firm’s rules and regulations as they pertain to the application of 

market knowledge. This antecedent may be most crucial because the application of 

market knowledge provides the value, or appropriability, to the firm. If the firm wants to 

increase its appropriability regarding market knowledge, then the firm’s managers may 

review these rules and regulations. For example, the firm may require customer service 

representatives to follow a check list process while solving a problem. The use of a check 

list forces the representative to apply the market knowledge in a systematic fashion. 

 These recommendations carry caveats, or conditions that may limit their 

applicability. Limitations exist due to the methodology used to conduct this research 

project and the theory used to guide this research project. The next sections discuss the 

limitations in further detail as well as provide future research for both discussions. 

Limitations and Future Research: Methodology 

 This study relies on a key informant from each organization to provide responses 

to a questionnaire, which required informants hold sufficient knowledge about the 

criterion and predictor variables. Future research may include multiple informants from 
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an organization, which will provide a better understanding of each organization’s 

knowledge management processes (Deshpandé, Farley, and Webster 1993; Matsuno, 

Mentzer, and Özsomer 2002). The data were collected using a cross sectional approach. 

Future research may include a longitudinal approach because the structural model 

presented in this research project assumes a temporal sequence. Longitudinal data allows 

for directly testing for this temporal sequence. 

Another limitation of this study includes is the use of subjective data to measure 

marketing effectiveness and efficiency. Future research should use objective data such as 

annual sales, inventory turnover, or profit margin. Also, the use of an opt in panel raises a 

concern that the sample might contain “questionnaire freaks” (Lehman 1989, 164) and 

may have more general problems sometimes associated with the use of a opt in panel. 

Future research may use a sample drawn from an association membership list such as 

Knowledge Management Professionals or the American Marketing Association. Future 

researchers may gain access to informants who possess the necessary knowledge to 

complete a questionnaire about market knowledge and eliminate the problems associated 

with an opt in panel. 

Although a sample drawn from a professional organization may appear smaller 

relative to this study’s sample, the researcher may gain objective outcomes because the 

researcher will know the key informant’s company. Thus, the model can be extended to 

include criterion measures such as sales revenue, patent filings, and Tobin’s Q. 

Limitations and Future Research: Theoretical 

 This research project was conducted in partial fulfillment of the requirements of a 

doctorate in marketing. The conceptualizations and discussions of the constructs 
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presented in this research project’s model reflect that goal. Other disciplines such as 

economics, management, and management information systems may be interested in this 

research project’s advancement of knowledge management. However, some constructs 

may need to be conceptualized differently to fit into each discipline’s appropriate 

research discussion. For example, management information systems may view the two 

outcome variables, marketing effectiveness and marketing efficiency, as organizational 

effectiveness and organizational efficiency. This terminology appears consistent with that 

discipline’s discussion of knowledge management (e.g., Gold, Malhotra, and Segars 

2001). 

 This research project presented evidence that suggests market knowledge 

management processes are appropriable. That is, the processes (i.e., market knowledge 

dissemination, market knowledge development, and market knowledge application) can 

generate value to the firm. However, this research project does not address the generation 

of value directly. Future research may examine fully the application of market 

knowledge. 

 This study did not examine specific moderators such as firm size or interaction 

effects. Arguments may be presented that firm size may moderate the relationship 

between strategic orientation and organizational structure and market knowledge 

management processes. In addition, constructs such as centralization and formalization, 

as well as commitment to learning, interdepartmental connectedness, and innovativeness 

may perform together to affect market knowledge management processes. Evidence from 

the correlation of the exogenous constructs may support this investigation (Table 4.6). 

Further, Kirca, Jayachandran, and Bearden (2005) and Kohli and Jaworski (1990) suggest 
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that centralization and formalization may work together to affect a firm’s ability to 

collect and share information. Empirical tests for a moderating effect and an interaction 

effects may provide a more complete model of market knowledge management. 

 Data, information, and knowledge appear as related but distinct concepts. This 

study did not include a definition of market knowledge on the questionnaire. Instead, the 

construct, application of market knowledge, appears in the hypothesized model (See 

Figure 2.3). Many knowledge theorists separate knowledge from information using this 

construct. For example, Troilo (2006) argues that knowledge represents, in part, 

information that is used for a specific purpose such as solving a problem or producing a 

market offering. Future research may treat application of market knowledge as an 

outcome variable and, at least, interdepartmental connectedness and formalization, as 

predictor variables. Other predictor variables may need to be considered. By examining 

such a model, researchers can present a more robust understanding of knowledge. 

 Finally, this model depends on the size of the firm. This model of market 

knowledge management does not perform as well with firms with less than 50 employees 

and/or less than $50 million in sales revenue. These small firms lack the strategic 

orientation and possibly the organizational structure necessary to influence their market 

knowledge management processes. In such cases, the antecedents may not be relevant. 

For example, a firm with four employees may not need to worry about connectedness 

because in such an office the employees can communicate with each other on a regular 

basis. Future research may focus on the refinement and retest of schools to ensure that 

questions associated with organizational structure fit a small firm. 
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Table 5.1 Hypothesized Relationships 

Hypothesis Statement Support 
H1 The development of market knowledge is related 

positively to the dissemination of market 
knowledge. 

Yes 

H2 The dissemination of market knowledge is related 
positively to the application of market knowledge. 

Yes 

H3 The application of market knowledge is related 
positively to marketing efficiency. 

Yes 

H4 The application of market knowledge is related 
positively to marketing effectiveness. 

Yes 

H5 A firm’s commitment to learning is positively 
related to the development of market knowledge. 

Yes 

H6 The interdepartmental connectedness of a firm is 
related positively to the dissemination of market 
knowledge. 

Yes 

H7 A firm’s innovativeness is related positively to the 
development of market knowledge. 

Yes 

H8 A firm’s innovativeness is related positively to the 
dissemination of market knowledge. 

Yes 

H9 A firm’s speed orientation is related positively to 
the development of market knowledge. 

Yes 

H10 The centralization of a firm is related negatively to 
the development of market knowledge. 

Yes 

H11 The centralization of a firm is related negatively to 
the dissemination of market knowledge. 

No 

H12 The centralization of a firm is related negatively to 
the application of market knowledge. 

No 

H13 The formalization of a firm is related negatively to 
the development of market knowledge. 

No 

H14 The formalization of a firm is related negatively to 
the dissemination of market knowledge. 

No 

H15 The formalization of a firm is related negatively to 
the application of market knowledge. 

No, but significant 
in the opposite 
direction. 
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APPENDIX 
 

SCALE ITEMS 
 
Commitment to Learning 

In our organization, we believe: 
1. Learning in my organization is seen as a key commodity necessary to guarantee 

organizational survival. 
2. Managers agree that our organization’s ability to learn is the key to our 

competitive advantage. 
3. The sense around here is that employee learning is an investment, not an expense. 
4. This organization strongly encourages the incorporation of fresh ideas and 

knowledge into the workplace. 
5. The sense around here is that our ability to learn is key to remaining competitive. 

 
Connectedness 

In our organization, it seems: 
1. Easy to talk with virtually anyone you need to, regardless of rank or position. 
2. There is ample opportunity for informal “hall talk” among individuals from 

different departments in this company. 
3. Employees from different departments feel comfortable calling each other when 

the need arises. 
4. Managers discourage employees from discussing work-related matters with those 

who are not their immediate superiors or subordinates. 
5. People are accessible to those in other departments. 
6. Communications from one department to another are expected to be routed 

through “proper channels.” 
7. Junior managers in a department can easily schedule meetings with junior 

managers and other managers in other departments. 
 

Innovativeness 
In our organization, we believe: 
1. In taking calculated risks. 
2. Our company emphasizes innovation and change. 
3. Technical innovation, based on research results, is readily accepted. 
4. Management actively seeks innovative ideas. 
5. Innovation is readily accepted in program/project management. 

 
Speediness 

In our organization, it seems: 
1. People stress quick response to changing market conditions. 
2. We emphasize making speedy decisions. 
3. We emphasize speedy implementation. 
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Centralization 
In our organization, it seems: 
1. Little action can be taken until a supervisor approves a decision. 
2. A person who wants to make his own decision can make his own decision. 
3. Even small matters have to be referred to someone higher up for a final answer. 
4. I have to ask my boss before I do almost anything. 
5. Any decision I make has to have my boss’ approval. 

 
Formalization 

In our organization, it seems: 
1. I am my own boss in most matters. 
2. A person can make his or her own decisions without checking with somebody 

else. 
3. How things are done is left up to the person doing the work. 
4. People are allowed to do almost as they please. 
5. Most people make their own rules on the job. 
6. The employees are constantly being checked on for rule violations. 
7. People feel as though they are constantly being watched to see that they obey the 

rules. 
 
Development of Market Knowledge 

In my company, people: 
1. Frequently collect and evaluate general macroeconomic information (i.e., 

unemployment reports, interest rates, consumer price index).  
2. Maintain contacts with officials of government and regulatory bodies in order to 

collect and evaluate pertinent information. 
3. Collect and evaluate information concerning general social trends that might 

affect our business. 
4. Spend time with our suppliers to learn more about various aspects of their 

business (e.g., manufacturing process, industry practices, clientele). 
5. Generate new knowledge from existing knowledge. 
6. Use feedback from projects to improve subsequent projects. 
7. Benchmark performance. 
8. Exchange knowledge between individuals. 
9. Develop and test new ideas. 
10. Refine ideas based on feedback from customers, suppliers, and people in our 

organization.  
 



Texas Tech University, Michael A. Levin, August 2008 

104 

Dissemination of Market Knowledge 
In my company, people: 
1. Spend time discussing customers’ future needs with other functional departments. 
2. Spend time discussing customers’ future needs within our departments 
3. Circulate documents (e.g., reports, newsletters) about our customers, competitors, 

and suppliers. 
4. Regularly have cross-functional meetings very often to discuss market trends and 

developments (e.g, customers, competitors, suppliers). 
5. Regularly have interdepartmental meetings to update our knowledge of regulatory 

requirements. 
6. Convert competitive intelligence into plans of action. 
7. Replace outdated knowledge.  
8. Transfer knowledge to individuals. 
9. Absorb knowledge from individuals into the organization. 

 
Retrieval of Market Knowledge 
In my organization, people: 

1. Match sources of knowledge to problems and challenges.  
2. Locate knowledge to changing competitive conditions. 
3. Apply knowledge to changing competitive conditions.  
4. Make knowledge accessible to those who need it. 
5. Organize knowledge. 
6. Link sources of knowledge to solve problems.  

 
Marketing Effectiveness 
Compared to our competitors, our firm: 

1. Tailors products/services to customer needs. 
2. Creates customer value. 
3. Understands customer needs. 
4. Provides after-sales service. 
5. Measures customer satisfaction. 

 
Compared to our competitors, our firm: 
1. Shares information about our competitors with people in our organization. 
2. Responds rapidly to competitors’ actions. 
3. Discusses competitors’ strategies. 
4. Targets opportunities to achieve a competitive advantage. 

 
Compared to our competitors, our firm  
1. Shares information among departments (i.e., accounting, finance, human 

resources). 
2. Involves members from different functions to formulate strategy. 
3. Expects all functions to contribute to customer value. 
4. Shares resources with other business units. 
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Marketing Efficiency 
Compared to our competitors, our firm: 

1. Makes better use of resources. 
2. Is more efficient. 
3. Gets more output with less input. 
 

Sample Characteristics 
How many years have you been in your current job title? 
 Free Response 
 
How many years have you been with your current company? 
 Free Response 
 
What were your company's annual sales for the last fiscal year? 

1. $50,000,000 - $99,999,999 
2. $100,000,000 - $999,999,999 
3. $1,000,000,000 -$10,000,000,000 
4. > $10,000,000,000 

 
Which of the following most accurately describes your primary functional work area? 

1. Business Development 
2. Executive Management 
3. Marketing 
4. Merchandising 
5. R&D/Scientific 
6. Research 
7. Sales 

 
How many total employees in your company (all branches)? 

1. 50 - 99 
2. 100 - 149 
3. 150 - 499 
4. 500 - 999 
5. 1,000 - 4,999 
6. 5,000 - 9,999 
7. 10,000 - 14,999 
8. 15,000 - 25,000 
9. > 25,000 

 


