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Introduction

he study of market orientation

has been one of the main
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MARKET SHARE EFFECTS OF
MARKET ORIENTATION AND
PRODUCT-MARKET GROWTH
STRATEGY

Abstract

The paper presents an empirical examination of the
relationship of an organization’s growth strategy and
market orientation to perceptions of market share using a
sample of executives in the financial services industry.
The author finds no interactions between market orienta-
tion and growth strategy towards market share. Nor are
there any main effects of market orientation or product
growth strategy in relation to perceived market share
performance. But, market growth strategy does show a
main effect. Growth emphasizing both new and current
markets leads to the higher share.

tion (Kirca et al., 2005). Therefore, it
is important to investigate how and
when market orientation and innova-

streams of academic research in mar-
keting over the past decade. Specifi-
cally, most efforts have looked at
whether those firms with higher levels
of market orientation have higher
performance (c.f. Perry and Shao,
2005; Singh and Ranchhod, 2003).
The literature suggests that, in addi-
tion to the direct effect of market
orientation on performance, there is

an indirect influence through innova-
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tion work to influence performance.

One aspect of innovation is the
strategy a firm uses to achieve growth
both as a firm and at the product-
market level. Product-market growth
strategies were outlined many years
ago, when Ansoff (1957) proposed the
growth typology combining current
and new products with current and
new markets. However, except for a
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few studies, research into these strate-
gies waned over the years (Doyle, 1998;
Heany 1983; Weber, 1976). Recently,
renewed interest has been given to
growth, mainly due to the recognized
relevance to portfolio management
and market orientation (c.f. Wise and
Pierce, 2005; Im and Workman, 2004).

The purpose of the current study is
to determine if market orientation and
product-market growth strategies in-
fluence perceptions of market shares in
the financial services industry. The
study is particularly relevant due to
the dynamic nature of the financial
services industry over the past decade
or two. Credit unions, the focus of this
study, showed a rapid growth in asset
holdings in both Britain and the United
States throughout the 1990s (Kaushik
and Lopez, 1996; Jefferson and Spen-
cer, 1998; Wilson and William, 2000).
In the United States during this time,
an industry consolidation led to larger
institutions faced with stronger com-
petition within the industry (Kaushik
and Lopez, 1996; Pleshko and Cronin,
1997). Additionally, an easing of re-
strictions has resulted in cross-industry
battles with other types of financial
institutions such as traditional banks
and savings banks (Allred and Ad-
dams, 2000). Thus, given the ongoing
changes, the focus on market orienta-
tion and growth strategies for this
industry is appropriate.

Market Orientation and Inno-
vative Activities

The recent integration of thought
related to marketing orientation sup-
ports the idea that market orientation
and innovation work together to in-
fluence performance, or at least that a
market orientation works through in-
novation (Kirca et al., 2005). In a
more detailed investigation, Im and
Workman (2004) find that there is a
relationship between new product
success and market orientation and
that creativity is relevant to the rela-
tionship. Narver and Slater (1990)
suggest that those firms exhibiting
high levels of market orientation
might generate better performances
than rivals due to the ability to take
advantage of opportunities presented
in their markets. Supporting this view
are Kumar ez al. (2002) who report
that firms with higher levels of market
orientation exhibit higher perfor-
mance, especially in those firms pursu-
ing a differentiation strategy rather
than a cost leadership strategy. This
finding is not supported by Bigné et al.
(2000) who report that levels of in-
come do not differ significantly among
firms in relation to their market or-
ientation.

Other research has analyzed the
relationship between performance
and those firms considered to be
first-movers. Although Kerin et al.
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(1992) argue that a lead in entry time
results in a lead in market share and
profits, Tiger and Calantone (1998)
point to the role that market knowl-
edge and competence may play in
moderating the relationship between
first-movers and performance. They
speculate that, among the first
movers, those firms more adept at
generating market knowledge will be
able to achieve better performance
because they will have better access
to information about consumer pre-
ferences. Hooley ez al. (2001) claim
that selecting the right competitive
positioning for those markets targeted
is an important decision which affects
the firm’s overall marketing strategy
and thus possibly performance.

Therefore, most of the modern
research investigating the market or-
ientation concept suggests that firms,
which have better market knowledge
or are more innovative, will eventually
have better performance. This effect
on performance from market orienta-
tion is translated through the methods
or strategies implemented for generat-
ing this improvement in performance:
the growth strategies. The type of
innovative activity has varied across
studies (such as the use of creativity or
new product teams) and the effects
seem to be particular to the type of
industry, with industries evidenced by
sustaining technology (not disruptive)
more likely to be helped by a strong

market orientation (Christensen,
1997).

Product-Market Growth

Much of the relevant growth lit-
erature attempts to delineate the dif-
ferent factors enabling a firm to realize
its objectives and to consequently
devise an appropriate marketing strat-
egy. According to Acar (1993), factors
affecting the growth and performance
of a firm may be divided into two
categories: (i) those factors related to
a firm’s external environment, such as
dynamism and market evolution or
(i1) those factors related to the internal
environment of a firm, such as man-
agement experience and functional
skills. Other alternative conceptuali-
sations pertaining to growth include
those characterized as having a pro-
duct focus (Booz et al., 1982; Heany,
1983), a marketing mix focus (Weber,
1976), a product-market focus (Ansoff
1957, 1965), and a product-market-
technology focus (Abell, 1980). Brad-
ley (1991) suggested that one of the
principal determinants of both an
organization’s market growth and
sales growth is the extent to which a
firm diversifies into new products or
new markets. Supporting this view,
Hangstefer (1999) reported that, in
order to build a company’s growth
momentum, managers must stimulate
innovation in the core strategy. This
innovation should be focused on fac-
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tors such as the redefinition of markets
or the development of products and
services.

Although opinions about strate-
gies vary among scholars, most of
the growth strategy research refers to
Ansoff’s (1957) conceptualization of
the product-market growth matrix.
According to his presentation, a firm
may choose one or more competitive
strategies, including intensive growth
or diversified growth. He suggests the
safest growth option is to adopt a
market penetration or saturation
strategy whereby a firm gains more
usage from existing customers and
also gathers some new customers from
competitors. A slightly riskier propo-
sal may be to adopt the market devel-
opment strategy of gaining new
channels, new geographic areas, or
new types of customers for the current
products/services of the firm. The next
level of risk is a growth strategy where
the firm produces entirely new pro-
ducts, different versions of existing
products, or different quality levels
of existing products to be sold to its
current markets. The highest risk
strategy is suggested to be a diversified
approach where new products are
developed for new markets within a
related product-market, of course.

Following Ansoff, Bradley (1991)
stated that a firm has a number of
choices available as it attempts to

improve marketing performance.
First, it may adapt existing products
or develop new products. Second, it
may develop new markets. Third, the
firm may decide on a combination
strategy of new products for new
markets. Similarly, Kotler (1988)
broadly classifies alternative growth
opportunities open to firms as inten-
sive, integrative, or diversified growth
opportunities. These perspectives fa-
cilitate systematic identification and
effective exploitation of strategic
growth opportunities. It follows that
product-market growth strategies can
be generally classified into two groups:
(1) growth realized through a focus on
products or (ii) growth achieved
through a focus on markets (Tull
and Kahle, 1990)

Not all product development leads
to increased performance. Acar (1993)
finds that firms with lower levels of
product diversification (but with
strengths in financial management)
realize the highest proportional in-
crease in sales revenue. For instance,
product diversification for smaller
firms appears to be a means of survival
rather than a deliberate strategic
choice. Similarly, Valos and Fitzroy
(1999) report “‘defensive’ business
units are financially successful despite
lower new product performance. Al-
ternatively, they suggest that “‘offen-
sive’’ strategies achieve similar
financial performance to “‘defensive”
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strategies due to new product rather
then new market efforts. Ardishvili
and Cardozo (1994) report that that
early diversification into multiple pro-
duct markets does not seem to be a
winning strategy for firms of any size
or industry

Proponents of growth through
market-development argue that a
firm’s goals can be achieved by target-
ing new geographic markets or new
market segments with current pro-
ducts. There is a dearth of empirical
efforts relating market development
efforts to firm performance. But a
common theme is that market oppor-
tunities relate to the industry life cycle.
For instance, Doyle and Wong (1998)
report that it is difficult to achieve high
performance in mature markets but
high levels of profitability are possible
in growth markets.

Industry/Sample Description

A sample of chief executives from
credit unions is taken in the financial
services industry. Data for the study
are gathered from a statewide survey
in Florida of all the credit unions
belonging to the Florida Credit Union
League (FCUL). Membership in the
FCUL represents nearly 90% of all
Florida credit unions and includes 325
firms. A single mailing was directed to
the president of each credit union, all
of whom were asked by mail in ad-

vance to participate. A four-page
questionnaire and a cover letter using
a summary report as inducement were
included in each mailing. Of those
responding, 92% were presidents and
8% were marketing directors. This
approach yielded 125 useable surveys,
a 38.5% response rate. A Chi-squared
test of the respondents versus the
sampling frame indicates that the re-
sponding credit unions are signifi-
cantly different from the membership
firms based on asset size (Chi-
sq=20.73, d.f.=7, p<.01). Further
analysis of the sample indicates that
the smaller asset groups are under-
represented. Thus, the results of the
study should not be generalized to all
credit unions, but may be indicative of
medium to larger firms.

Measures

Six constructs are utilized in the
current study. Three of the constructs
are categorical items (asset size, pro-
duct growth, market growth) while
perceived environmental dynamism
and performance (share) are consid-
ered interval-level indicators. Market
orientation is also categorical in the
analysis, but is measured using inter-
val-level scales. The constructs are
described in the following paragraphs.

Product growth strategy (PGROW)
is actually service growth in this study
and, as outlined by Ansoff (1957),
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focuses on either [1] existing services,
[2] new services, or [3] both existing
and new services. Firms are self-clas-
sified in relation to their attempts at
fostering growth by checking the box
next to the appropriate descriptor.
Respondents could check either of [1]
we emphasize services presently of-
fered by the firm, or [2] we emphasize
services new to the firm. They could
also check both of the boxes, indicat-
ing they use both new and current
services for growth. Those firms which
did not respond to the question were
counted as missing and deleted from
the analysis. One hundred seventeen
respondents answered the question
with 54% (64/117) classified as focus-
ing on existing services, 14% (17/117)
classified as emphasizing new services,
and 30% (36/117) classified as using
both new and existing services in their
efforts at growth.

Market growth strategy (MGROW)
focuses on either [1] existing market
segments, [2] new market segments, or
[3] both existing and new market seg-
ments. Firms are self-classified, in
relation to their attempts at fostering
growth, by marking the box next to
the appropriate descriptor. Respon-
dents could check either or both of [1]
we target market segments presently
served by the firm, or [2] we target
market segments new to the firm. They
could also check both of the boxes,
indicating they use both new and

current markets for growth. Those
firms which did not respond to the
question were counted as missing and
deleted from the analysis. One hun-
dred thirteen respondents answered
the question with 65% (74/113) clas-
sified as focusing on current segments,
11% (13/113) classified as emphasiz-
ing new segments, and 23% (26/113)
classified as targeting both new and
existing market segments in their ef-
forts at growth.

Market orientation (MARKO) is
conceptualized as including two fac-
tors common in the marketing litera-
ture: customer focus and competitor
focus (Kirca et al 2005; Kohli et al
1993; Narver and Slater 1990). The
respondents are asked to evaluate
their perceptions of the firm’s efforts
in the marketplace on a scale from (5)
true to (1) not true across seven items:
[1] we are committed to our custo-
mers, [2] we create value for our
customers, [3] we understand custo-
mer needs, [4] we are concerned with
customer satisfaction, [5] our employ-
ees share competitor information, [6]
we respond rapidly to competitors’
actions, and [7] management is con-
cerned with competitive strategies.
The items are subjected to principal
axis factoring which indicates two
factors explaining 69.7% of the origi-
nal variance. The items for each of the
two factors are summed separately.
Reliabilities of 0.789 and 0.834 are
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found for the two factors using coeffi-
cient alpha. An overall indicator of
market orientation is constructed by
summing these two factors. MARKO
has a possible range from eight to
forty with a mean of 31.38 and a
standard deviation of 4.51. For the
analysis, the firms are divided into two
groups based on MARKO using a
median split. This new variable, MO,
is categorical and shows that 49.6%
(61/123) of firms are classified as hav-
ing a low market orientation and
50.4% (62/123) are classified as having
a high market orientation.

Perceptual measures are used to
evaluate organizational performance.
This avoids the variable accounting
methods associated with objective
measures and also has been shown to
strongly correlate with objective mea-
sures of the same firm (Venkatraman,
1986; Keats and Hitt, 1988; Frazier,
1983). In particular, respondents are
asked about their market share per-
formance (SHARE) on a scale from
[1] poor to [5] excellent relative to five
baselines: [1] versus competitors, [2]
versus goals/expectations, [3] versus
previous years, [4] versus firm poten-
tial, and [5] growth. A principle axis
factor analysis indicates that the five
items load highly on a single dimen-
sion explaining 66.4% of the original
variance. An overall indicator of share
performance (SHARE) is constructed
by summing the five. A reliability

of.872is found using coefficient alpha.
SHARE ranges from five to twenty-
five with a mean of 14.64 and a
standard deviation of 3.56.

The first control variable, environ-
mental dynamism (DYNA), is in-
cluded as a proxy for external
influences on the firm and its perfor-
mance. This study uses the perceived
level of environmental dynamism, de-
scribed as the amount of change oc-
curring in an industry environment
(Miller 1988; Achrol et al 1983). The
respondents are asked to evaluate
their perceptions of the environment
on a bipolar scale from [1] to [5] across
three items: [1] stable/unstable, [2]
variable/not variable, and [3] vola-
tile/not volatile. The factor analysis
indicates that the three items load
highly on a single factor explaining
57% of the original variance in the
three items. An overall indicator of
dynamism (DYNA) is constructed by
summing the three items. A reliability
of.639 is found using coeflicient alpha.
DYNA ranges from three to fifteen
with a mean of 7.35 and a standard
deviation of 2.43.

The remaining variable in the
study, asset size (SIZE), is included
as a proxy for organizational charac-
teristics as a control. Firms are self-
classified by marking the box next to
the appropriate asset size category
and then classified into large versus
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small firms by median split. Firms
with asset holdings up to $10 million
are considered small credit unions,
while those with holdings greater than
$10 million are considered to be large
in size. This produces fifty-nine small
credit unions and sixty-five large cred-
it unions.

Analysis/Results

A univariate analysis of covariance
is performed for market share as the
dependent variable to determine if spe-
cific levels of the market orientation,
specific types of growth strategy, or
interactions of the two lead to better
performance than others. Due to sample
size limitations, separate models are
used for market growth and product
growth and therefore three way interac-
tions are excluded. However, the three-
way interaction tested alone with the
covariates against performance is insig-
nificant for share (p =.322), and thus the
exclusion is justified. The general linear
model analysis for market share perfor-
mance is shown in Table 1 and Table 2.
The regression models are as follows:
SHARE=SIZE+DYNA +P-
GROW+ MO +(MO*PGROW) and
SHARE=SIZE+DYNA + M-
GROW +MO + (MO*MGROW).

As noted in the tables, the model
containing market growth exhibits a
level of probability of p=.000 and

explains an adjusted 17% of the var-
iance in perceived share. The model
containing product growth exhibits a
level of probability of p=.001 and
explains an adjusted 15.8% of the
variance in perceived share. Looking
at the two models in Tablel and Table
2, neither of market orientation
(p=.198, p=.176), nor product
growth strategy (p=.241), nor the
interaction of MO with PGROW
(p=.617), nor the interaction of MO
with MGROW (p=.889) show a sig-
nificant relationship to market share.
Of the covariates, size is moderately
significant only in the PGROW model
(p=.081), while dynamism is signifi-
cant in both models (p=.002,
p=.001), having an inverse impact
on share. However, worth investigat-
ing, market growth shows a moderate
level of significance (p =.063) in rela-
tion to share performance. Post-hoc
testing, using least-significant differ-
ences, indicates that firms utilizing
only current markets for growth ex-
hibit lower perceived market share
performance than those firms using
both new and current markets
(p=.030).

Discussion/Limitations

The paper presents an empirical
examination in the financial services
industry on the relationship of pro-
duct-market growth strategy to mar-
ket share performance. The study
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Table 1
Regression Analyses for Share using Market Growth
SSq df MSq F "p" Finding
Model 297.87 7 42.55 4.21 .000 significant
Intercept 2578.81 1 2578.81 255.26 .000
SIZE 24.16 1 24.16 2.39 125
DYNA 101.48 1 101.48 10.04 .002 ()
MGROW 57.38 2 28.69 2.84 .063 B>C (p=.03)
MO 16.99 1 16.99 1.68 198 none
MO*MGROW 2.39 2 1.19 0.19 .889
Error 1030.47 102 10.10
Total 25319.25 110
Corr. Total 1328.34 109
Adj. R-square 171
Table 2
Regression Analysis for Share using Product Growth
SSq df MSq F "p" Finding
Model 277.58 7 39.66 3.99 .001 significant
Intercept 2436.72 1 2436.72 245.41 .000
SIZE 30.83 1 30.83 3.11 .081
DYNA 112.75 1 112.75 11.36 .001 (-)
PGROW 28.67 2 14.34 1.44 241 none
MO 18.41 1 18.41 1.85 176 none
MO*PGROW 9.64 2 4.82 0.49 617
Error 1042.58 105 9.93
Total 26104.25 113
Corr. Total 1320.16 112
Adj. R-square 158

shows that neither market orientation
nor product growth strategy influ-
ences perceived market share perfor-
mance in credit unions. Interactions
between market orientation and
growth strategies to influence share

perceptions are also not evident. How-

ever, market growth strategy does
have a significant impact on market
share. Firms targeting both new and
current buyers achieve larger shares,
at least based on perceptions, than
those firms which only focus on cur-

rent buyers. This is logical in that the
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more aggressive firms are looking for
more buyers in the market and should,
if successful, gain market share over
those firms not looking outside their
current sphere of influence.

The failure to find a main effect for
market-orientation in regards market
share is contrary to most, but not all,
of the previous literature (c.f. Kirca
et al., 2005). Market orientation is
generally expected to have a positive
relationship to performance (Narver
and Slater 1990). In particular, the
positive relationship is expected to be
larger for market share than for profit-
ability (Kirca et al., 2005). However,
as market orientation also supposedly
acts through innovation-related activ-
ities, it may be possible in credit
unions that the relationship to market
share is transferred through the
growth strategies. Since the study
shows that market growth strategy
does influence share, then this expla-
nation is a possibility. The real pro-
blem would have occurred if both
growth and market orientation had
no effects, which did not occur in the
study.

There are several limitations to the
conclusions based on the methodol-
ogy of the study. First, as mentioned
previously, conclusions might not be
as applicable to smaller firms as to
medium and large sized firms. Second,
one-shot studies during a single time

period are often myopic when investi-
gating strategies. Hatten et al. (2004)
find that the effects of strategies evolve
over time and that it is the implemen-
tation of the strategy which is truly
important, rather than the classifica-
tion of the strategic type. Thus, the
effects of both market orientation and
the growth strategies might be differ-
entif measured at (a) an earlier or later
time in the same manner or (b) con-
tinuously over time. Any future stu-
dies might also look at other control
variables, such as a firm’s organiza-
tional structure or the level of compe-
tition in the industry. Also, different
measures and types of performance,
rather than the perceptions of market
share in the current study, would be
useful. It may be that objective indi-
cators of share might lead to different
conclusions.

The study should also not be gen-
eralized to other firms in the financial
services industry outside of credit un-
ions. Credit unions exist in an envir-
onment that is more protected than
other financial institutions, such as
banks, and therefore any generaliza-
tions might be suspect. It is suggested
that future studies investigate this
relationship in banks, savings & loans,
and other financial services industries.
Future studies might also apply this
framework to products industries in
both the business-to-business and
consumer products area to further test
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the findings. Data from an industry
other than financial services or in
cross-cultural settings may also pre-
sent different findings.

Managerial Implications

The financial services sector - in-
cluding banks, savings & loans, credit
unions, etc. - has been going through
much change over the past fifteen
years or so (Jefferson and Spencer,
1998). Increased competition from
other categories and pressures from
consolidation have led to a near revo-
lution in management practices (c.f.
Kaushik and Lopez, 1996). Nowa-
days, these firms are rarely the old
mom-and-pop businesses of the past
generation. Instead, management has
instituted modern practices, making
their services companies more market
oriented, agile, and better managed.
As the financial institutions offer high-
er quality services, their customers
become more satisfied (Pleshko and
Cronin, 1997). As satisfaction in-
creases, so should customer loyalty
along with repeat business and hope-
fully increases in performance. But, as
buyers become more knowledgeable
and market savvy, it is more difficult
for companies to keep them from
switching to another credit union or
bank with better services or benefits.
Thus, as these industry changes collide
with managerial changes and a savvier
consumer, it seems the financial ser-

vices area has become much more
competitive. Therefore, the strategies
managers choose to implement are
critical to the success or failure of the
firm.

As this study points out, it is the
outcomes of implementing a market
orientation that should pay dividends
for performance. Being market or-
iented requires firms to be customer-
focused, keep an eye out for long-term
changes in the environment, and also
to try and keep up with or ahead of
competitors. To do this, firms must be
especially skilled in gathering market
knowledge (c.f. Tiger and Calantone,
1998). Those firms which can take
advantage of the information and
implement strategies which best fit
the situation at hand, should see im-
proved performance versus those
without either the knowledge or the
effort to follow-up. But, as we see in
this study, those firms which focus on
a variety of markets or segments are
more likely to see improved market
share performance. But to success-
fully grow by targeting both current
buyers and also new segments requires
market knowledge not required for a
less ambitious strategy. Thus, even
though market orientation shows no
direct influence on share in this study,
it may still be necessary to improve a
firm’s market orientation in order to
attempt growth using additional mar-
ket segment.
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Conclusions

The study shows that, in credit
unions, managerial perceptions of
market share are not directly influ-
enced by the firm’s market orientation
or the product growth strategy se-
lected. Rather, it is the market growth
strategy that is important to market
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