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Abstract 

Market orientation is one of the Major research streams in strategic marketing developed 

during the past 16 years. Studies on market orientation claim that compelling evidence exists 

that market orientation has a positive effect of market orientation and business performance. 

Recent research provides the much needed theoretical framework for the effect of market 

orientation, the implementation of marketing concept on business performance and shows 

some emprical support. In this study data was collected from 76 firms (Food, Finance, 

Automotive and Parts, Turism, Retailers, Construction) in TRNC. Furthermore we found that 

the effects of market orientation on general perfomance and also performance as a mam 

competitor. 

Keywords : Market orientation. Marketing concept, Business performance 
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TERMS OF REFERENCE 

SECTION I 

1.1 Introduction 

-This section introduces the broad problem area, problem definition, purpose of study and its 

questions. 

1.2 Statement of the topic 

In 2000 years' competitive world market orientation plays a key role. Prior researches show 

that market orientation has a positive effect on business performance. To measure market 

orientation several scales have been developed by several researchers. (Kohli and Jaworski, 

1990; Narver and Slater, 1990). Market oriented firms have an advantage in competitive world 

.because strong market oriented companies drive to high level of profitability. Market 

orientation is a crucial variable related to business performance has been widely 

acknowledged for almost a decade (Kohli and Jaworski, 1990; N arver and Slater, 1990). 

There has been strong empirical support suggesting a positive relationship between 

market orientation and various indicators of business performance (Jaworski and Kohli 1993; 

Deshpande and Farley , 1999; Slater and Narver ,2000). Only in the last few years have 

researchers explored issues relating to market orientation in an international context 

(Dalgic,2004; Uzkurt,2003; Naktiyok,2003). 

1.3 Problem Definition 

In today's globally competitive world, companies have been facing profitability problem, 

Because customer's needs and expectation are changing always. They are supplied more kind 

of product so they have more choices to buy. So customer is not profitable anymore than 
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result of competition. Companies earn under normal profits. Some of them have been 

surviving with zero profit. In the long run, every business is under risk for survival. There is 
\ 

no guarantee that any company will survive. Because customer's needs, demographics, life 

style, and consumption behaviours is changing rapidly. Competitors have been getting 

powered by new technology. So this change brings thight rivalry to the market. In competitive 

market conditions businesses continue to change as economic, political, social and 

technological forces shift and the companies that want to survive and grow should understand 

these changes. For high profitability and survival business should be market oriented. 

1.4 Problem statement 

The profit of companies decreases because of lack of market orientation. The purpose of 

this study is to define relationship between market orientation and business performance 

1.5 Purpose 

The first is to replicate the market orientation framework of N arver and Slater (1990) 

Market orientation, according to Narver and Slater (1990), consists of three 

of the study is to identify relationship between market orientation and business performance. 

components: consumer orientation, competitor orientation, and inter-departmental 

coordination. Market orientation has a positive impact on business performance. Objective 

A conceptual model of market orientation is discussed in full detail in chapter Three. 
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1.6 The Organisation of the Project 

The organisation of this project is as follows: 

Chapter Two summarises the two main streams of literature, market orientation and business 

performance, which are central to the research topic. 

Chapter Three discusses the conceptual framework and model, which arise from the 

literature surveyed in Chapter Two. This chapter also focuses on developing hypotheses drawn 

from the model. 

Chapter Four describes the research methodology employed in this study, which 

includes research design, data collection procedures, questionnaire development, 

measures used, data preparation procedures, and the proposed statistical analysis. 

Chapter Five this section depicts the results obtained from the questionnaire carried out on 

the subjects of the sample population. 

Chapter Six the objectives of this final chapter are to highlight the contributions that 

have been made by this study and to provide recommendations 

1.7 Conclusion 

This first section depicted the topic area, the problem situation, the purpose, and the questions 

set for the project. The next section will reveal the literature review carried out. 
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SECTION II 

LITERATURE REVIEW 

2.1 Summary of chapter 

The objective of this chapter is to review the existing marketing literature to show the 

relevance and significance of the research. Next, a review of the market orientation 

literature is presented. Specifically, the relationship between market orientation and 

business performance is explored. 

I don't use word "the market orientation", 

But we have to be market oriented ... 

(Gamma) ... 
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Peter F. Drucker 

MARKET ORIENTATION AND BUSINESS PERFORMANCE 

There is only one definition of business purpose: to create customer . 

It is the customer who determines what the business is . 

Introduction 

For many years, writers have claimed that a market-oriented approach to business will result 

in better corporate performance. Only recently years have such claims been empirically 

tested, with a growing body of research being conducted in the past 16 years (Uzkur, 2003). 

Many studies have found a positive association between market orientation and performance. 

As a market orientation comprises several components, such as a customer orientation and a 

competitor orientation, inter-functional coordination. Each component of market orientation 

should also be positively associated with performance (Dawes, 1999). The purpose of this 

paper is to research by testing the association between the individual components of market 

orientation and performance. The concept of market orientation has experienced a renewed 

interest in recent years as scholars re-evaluate the fundamentals of marketing concept 

(Grenley, 1995;Kohli&Jaworski, l 990;Narver&Slater,l 990;Shapiro, l 988;Slater&Narver, 1994) 

Narver&Slater (1994) found a positive association between management reported Market 

orientation and Return on Investment and Subjective measure of performance 

(Agarvarl&En-amilli&SDev, 2003). Marketing concept generally is defined to identify and 

satisfy of wants and needs of customers and integrate of all functional areas of the 

organization to attain corporate goals by satisfying the wants and needs of customers (Dalgic, 

2004). 
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During the past three decades the concept of marketing has changed dramatically. It evolved 

from a focus on the product and on making a better product where better was based on 

internal standards and values. The objective was profit and means to achieving the objective 

was selling or persuading the potential customer to exchange his or her money for he 

company (Keegan, 2000). The concept of market orientation was developed in the late 1960s 

and early 1970s at Harvard University and at a handful of forward thinking companies. It 

replaced the previous sales orientation that was prevalent between the mid 1950s and early 

1970s and the production orientation that predominated prior to mid 1950s. The concept was 

first introduced in the late 1960s. It has been modified, repackaged, and renamed as customer 

focus, marketing philosophy, market driven customer intimacy, consumer focus, customer 

driven and the marketing concept (Wikipedia, 2006). Mc Kitterick and Keith define 

marketing concept distinct organizational culture that puts the customer in the center of the 

firms thinking about strategy and operation (Sin&Tse, 2003). According to (Keegan,2002) 

knowing everything there is to know about the customer is not enough. To succeed marketers 

must know the customer in a context including competition, government policy and regulation 

and the broader economic social and political, macro forces that shape evaluation of market. 

Marketing concept has had a powerful impact on the way marketers now think and plan. The 

power of marketing concept becomes clearer when we compare its description with that of the 

selling concept(Agarwal & Erramilli &SDev, 2003). The marketing concept, on the other 

hand assumes that consumers will buy products that satisfy their needs and then create and 

deliver the desired products, will not have to trick consumers into buying their products. 

Focus on consumer satisfaction may be expensive but perhaps necessary for long-term 

profitability and continuity of the organization (Agarwal, &Erramilli&Sdev, 2003). Market 

orientation is a popular term used by marketing practitioners as indicator of the extent to 

which a firm implements the marketing concept (Uzkurt, 2003). 
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2.2.1 MARKET ORIENTATION 

In recent years companies had to develop mechanism within their organisations to generate 

market information to analyse it and respond accordingly about increasingly rapid change in 

consumer preferences, faster technology, intensity competition. The set of activities 

developed by companies for permanent monitoring, analysis, and response to these market 

changes is referred to in the marketing literature as market orientation(Oliveras&Rado, 1998). 

Market orientation is business culture that places the highest priority on the profitable creation 

and maintenance of superior value for customers while considering the interest of other 

stakeholders, and provides norms for behaviours regarding the organizational generation of 

dissemination of and responsiveness to market orientation(Deshpande,Farley& Webster, 1993; 

Kohli&Jaworski, 1990; N arver&Slater, 1990).Hunt and Morgan state a market oriented culture 

produces a position of sustainable competitive advantage, and thus, superior long-run 

financial performance (Langerak, 2002).Market oriented firms also called market orientation, 

the marketing concept, consumer focus or customer focus is one that allows the wants and 

needs of customers and potential customers to drive all the firm's strategic decisions. The 

firm's corporate culture is systematically committed to creating customer value. The rationale 

is to have happy customers who come back more, and bring their friends. This process can 

entail the fostering of long term relationship with customers. In order to determine customer 

wants, the company usually needs to conduct some form of marketing research. Overall, the 

marketer expects that becoming market oriented, if done correctly, will provide the company 

with a sustainable competitive advantage (Wikipedia, 2006). The concept of market 

orientation subsumes knowledge about client's present and future needs, competitors trailing, 

and a control of environmental factors, market orientation generates market intelligence and it 
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may be an important source of ideas for new products and services (Kohli and jaworski, 1990; 

Narver and Slater,1990; Shapiro,1988; Slater and Narver ,1994).Drucker (1954) is the first 
·-· ...£ 

cornerstone of the marketing concept. Market orientation is significantly important in 

enabling firms to understand the market place and develop appropriate product and service 

strategies to meet customer needs and requirements (Liu et al, 2002). 

At the heart of market orientation is the emphasis on the organization's customers. Since 

market orientation is the operationalization and implementation of the marketing concept, it 

makes sense that the fundamental premise of satisfying the needs and wants of a firm's 

customers should be inherent in any basic conceptualization of market orientation. Regardless 

of the perspective taken, the need for the company to understand its customers Shapiro meet 

their needs now and in the future create value for them and put their interests first is clearly 

put forth in the various definitions of market orientation (Lafferty&Hult, 1999). 

Kohli&Jaworski(1990) defines market orientation that is the organization-wide generation of 

market intelligence pertaining to current and future customer needs, dissemination of the 

intelligence across departments, and organization-wide responsiveness to it. 

Narver and Slater,(1990) define market orientation as the organizational culture that most 

effectively and efficiently creates the necessary behaviours for the creation of superior value 

for buyers and, thus, continues superior performance for the business. It's far more than the 

cliche getting close to the customer. The term market oriented represents a set of processes 

touching all aspects of the company (Shapiro, 1988). 

Shapiro specifies three characteristics that make a company market driven (Naktiyok, 2003). 

(1) Information on all important buying influences permeates every corporate function. 

(2) Strategic and tactical decisions are made inter-functionally and inter-divisionally 

(3) Divisions and functions make well-coordinated decisions and execute them with a sense of 

commitment. 
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Rukert notices the level of market orientation in a business unit is the degree to which the 

business unit obtains and uses information from customers, develops a strategy which will 
.. __ ...[ 

meet customer needs, and implements that strategy by being responsive to customer needs 

and wants (Naktiyok, 2003). Ruekert clearly specifies that the degree to which a firm obtains 

and uses information from customers will determine the level of market orientation of that 

organization (Naktiyok, 2003). 

Ruekert's (1992) strategic approach allows managers to collect and interpret information from 

the external environment in order to set goals and objectives and to allocate resources to 

programs in the business unit. According to Ruekert (1992), the most critical external 

environment in developing a market orientation is the customer. The second dimension of 

market orientation according to Ruekert (1992) is the development of a plan of action or a 

customer focused strategy. Deshpande views customer orientation as being part of the overall 

corporate culture whose values reinforce and perpetuate this focus (Naktiyok, 2003). 
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Figure 2.1: Conceptual framework of market orientation perspectives 

Source: 1 Conceptual framework of market orientation perspectives (Lafferty&Hult (1999) "A synthesis of 
contemporary market orientation perspectives "European Journal of Marketing, Vol. 35 No. 112, 2001,pp. 
100." 

A synthesized framework integrating the original five conceptualizations of market 

orientation is presented in Figure 1. While there are some inherent differences among the five 

models, there are several similarities that reflect a general agreement as to what constitutes the 

basic foundation of market orientation. There are four general areas of agreement in the five 

perspectives, including: 

(1) An emphasis on customers; 

(2) The importance of shared knowledge (information); 

(3) Inter-functional coordination of marketing activities and relationships; and 

( 4) Being responsive to market activities by taking the appropriate action. 
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Regardless of the perspective taken, Shapiro the need for the company to understand its 

customers (meet their needs (Ruekert, 1992) now and in the future (Kohli and Jaworski, 1990), 

Create value for them (Narver and Slater, 199Q) and put their interests first (Deshpande, 1993) 

is clearly put forth in the various definitions of market orientation. 

2.2.3 Measures on market orientation 

A market orientation assures a customer focused strategy for market knowledge base 

generation, followed by coordinated, inter-functional marketing efforts to achieve long term 

firm success. There have been significant advances in the development of a market orientation 

construct since the late 1980s and much analytical effort has been devoted to defining, 

conceptualizing, and operationalizing constructs of market orientation (Deng and Dart, 1994 ). 

Two conceptualizations of market orientation have gained wide support by Piercy 

(Keskin&Erdil, 2004). The culture based interpretation of market orientation tested by Narver 

and Slater (1990) and the behavioural-based view of market orientation developed by Kohli 

and Jaworski (1990). 
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2.2.4 The culturally based perspective 

The cultural perspective of market orientation is the organizational culture that most 

effectively and efficiently creates the necessary behaviours for the creation of superior value 

for buyers and, thus, continues superior performance for the business (Narver and Slater, 

1990, Deshpande,Farley and Webster 1993). 

Kohli and Jaworski ( 1990), N arver and Slater (1990) also proposed a conceptualization of 

market orientation that presented a different approach to the construct. Inherent in the N arver 

and Slater (1990) definition of market orientation is the behavioural component. N arver and 

Slater (1990) inferred that market orientation consists of three behavioural elements: 

(1) Customer orientation; 

(2) Competitor orientation; and 

(3) Inter-functional coordination. 

Building on these three components of market orientation, Narver and Slater have published a 

number of studies since 1990 "According to N arver and Slater (1990), the customer 

orientation element requires a sufficient understanding of the customer in order to create 

products or services of superior value for them. This creation of value is accomplished by 

increasing benefits to the buyers or customers while decreasing their costs.To develop this 

level of understanding necessitates acquiring information about the customers or buyers and 

comprehending the nature of the economic and political constraints that face them. This helps 

to ensure that the company will be cognizant of the needs of its present and future buyers and 

can work to satisfy those needs. 

The competitor orientation described by Narver and Slater (1990) means that the organization 

understands the strengths and weaknesses of its current and possible future competitors as 
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