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CHAPTER I 

INTRODUCTION 

The not-for-profit sector of any economy typically conducts social, cultural, and 

economic business. Often individuals rely on not-for-profit (NP)* organizations to bring 

them into the world, to educate and entertain them and even to bury them (Ackerman 

1986). NP organizations include tens of thousands of private and public organizations 

ranging from The Society for the Preservation and Encouragement of Barber Shop 

Quartet Singing in America, to major foundations, colleges, hospitals, museums, charities, 

social agencies, and religious institutions. In general, such organizations tend to be socially 

responsive and service-oriented. They often specialize in delivering social services that are 

not adequately provided by either private business or government (Kotler 1979), and they 

are unique from these other types of organizations in that they provide societal "good" 

without the profit motive (Hodgkinson 1989). 

Today the NP sector of the economy is not without its problems. Many colleges, 

hospitals, churches, social agencies, museums, and other social performance organizations 

have felt the pinch of rising costs and stable or declining revenues (Kotler and Andreasen 

1987, 1991). Generous contributors have been "tightening up" and organizational 

resources have been eroded by inflation and the increase in demands from the clients. 

Other threats are coming from the "for-profit" sector of the economy. This is particularly 

apparent among small but profitable businesses who point to NP organizations' tax exempt 

status as an unfair advantage that undermines the profit-oriented sector of the economy 

*In this paper for brevity purposes, the term nonprofit is considered to be synonymous 
with "not-for-profit," "tax free," "charity," and other typically named organizations, and is 
here-in abbreviated to NP 



and threatens the very foundation of the free enterprise spirit (Unterman and Davis 1984, 

Mason 1984, Hodgkinson 1989). Another threat to the NP sector comes from within its 

own ranks, as the number of NP organizations battling for the privately contributed dollar 

grows annually, fund raising efforts are becoming more and more challenging (Gaby and 

Gaby 1979, Unterman and Davis 1984, Mason 1984, Faherty 1985, Schwartz 1989). A 

final and highly significant problem is that NP organizations are often managed by people 

who know little or nothing about administration or marketing. Indeed, many come to 

their first NP job without any significant management training or marketing background 

(Wolf 1984, Cruickshank 1989). 

All in all, the environment confronting NP organizations is both challenging and 

threatening. Faced with increasing demand for their services, increasing pressures from 

the for-profit sector to curtail their privileges, increasing competition from within their 

own ranks, and significant shortages of professionally trained and experienced personnel, a 

dilemma exists that begs for a solution. How can NP organizations remain viable in our 

society? What is it that they need to do in order to survive? 

In this time of multiple demands and pressures, it is particularly significant that the 

NP sector tends to be one of the least studied and, consequently, one of the least 

understood sectors of the economic and social environment. As a result, the NP arena 

lacks a comprehensive or connective theory of its governance and function (Ackerman 

1986, Hansler 1986, Schwartz 1989). And, while information and ideas are needed on 

many aspects of NP organizations (e.g., Hodgkinson 1989, Estes, Binney, and Bergthold 

1989, Smith 1989), it is within marketing that both general and specific calls for 

information and research are most apparent (Dubin 1973, Kotler 1979, Shasho 1983, 

Hansler 1986, Narver and Slater 1990). 



In reviewing the literature, marketing issues of particular interest can be specified, 

including: (a) the nature and degree to which NP organizations exhibit a market 

orientation; (b) the degree (if any) to which certain senior management and organizational 

characteristics and external factors influence the market orientation of NP organizations; 

(c) whether or not a market orientation relates to enhanced performance in NP 

organizations; and (d) the degree to which marketing strategies are used by NP 

organizations. 

In general, a model of market orientation in NP organizations is needed [(Hansler 

1986, Johnson 1986, Schwartz 1989, Wood and Bhuian 1992 (in press)]. If such a model 

could be developed and supported through empirical testing, marketing academics and NP 

practitioners could better understand the dimensions and influences of market orientation 

in the unique arena of NP marketing. This enhanced understanding would make a 

substantive contribution to the marketing literature and should assist practitioners in 

implementing a market orientation and achieving greater success in their organizations. 

Purpose of the Study 

The purpose of this study is to develop and empirically test a model of market 

orientation in the context of NP organizations, identifying the antecedents of market 

orientation, as well as the consequences. Figure 1.1 illustrates the proposed model of 

market orientation for NP organizations. The model posits that the degree of market 

orientation (market intelligence generation, dissemination, and responsiveness-Figure 1.2) 

in any given NP organization, depends on the levels of the professional commitment, 

professional education, and professional ethics the senior management; the 

entrepreneurship of the organization; the perception of the competition as a source of 



ANTECEDENT MARKET ORIENTATION OUTCOME 

All relationships are positive 

Figure 1.1 Market Orientation Model of NP Organizations 
4 



l/y 
z o 
H V

Zl 

§ 
o 
cc o 
H 
LL o 

z 
o 
t^ 
H 2 
LU 
CC 
O 
H 

QC LU 
CL bt: 
Z 
O 
z 

< 

LU 
O 

z 
LU 

d 
LU 
h -
Z 

fc 
DC 
< 

LU 

z 
LU 
> z 
O 
Q. 
CO 
LU 
DC 
LU 
O 
z 
lU 

LU 
tin

g
 

c:: 
0> 
E 
(U 

a . 
E 

n
in

g
 

O ) 
</> 
0) 

TJ 
» 

op
in

g
 

0 } 
> 
0> 
O 

• • 
n» 

Ite
ri

n
 

(0 
T3 
f -
(0 
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threat; and the perception of the demand faced by the organization as under (below the 

desired level of demand) and/or over (exceeds the desired level of demand). The model 

specifies that the degree of market orientation influences the overall performance of the 

NP organization. 

Organization of the Dissertation 

One objective of this dissertation will be to arrange the document in such a way as 

to allow the reader to follow the development and testing of the model in as clear and 

concise a manner as possible. To this end, Chapter I briefly overviews the model, 

followed by a short description of the methodology Lised in analyzing the measurement 

and structural models. Next, Chapter II briefly reviews the literature on NP organizations 

and marketing, highlights the theoretical dimensions of a market orientation as they relate 

to NP organizations, and develops the model. Antecedent variables in the proposed 

model are described and a set of testable hypotheses regarding the associations between 

the antecedents and a market orientation in NP organizations is developed. The 

hypothesized association between a market orientation and performance in NP 

organizations is also developed. Chapter III discusses the items used to measure the 

constructs of interest, the collection of data, and the demographic characteristics of the 

respondents. Chapter IV details the testing of the measurement model. The testing of 

the proposed structural model and respecifications are addressed in Chapter V. Finally, 

discussion of the results, contributions of the study, limitations of the study, and directions 

for future research are provided in Chapter VI. 



Brief Overview of the Model 

As noted earlier, the model of market orientation in NP organizations is presented 

in Figure 1.1. The model involves a core multidimensional construct representing the 

market orientation of NP organizations (Figure 1.2). One multidimensional construct 

(professionalism) and three unidimensional constructs serve as predictors of the three 

dimensions of market orientation. One construct, performance, serves as a consequence 

of market orientation. All constructs are integrated in a structural model to represent 

relationships between them. The three dimensions of professionalism (i.e., professional 

commitment, professional education, and professional ethics), entrepreneurship, the 

perception of competition as a threat, and the perception of demand faced by the 

organization as under and/or over represent the direct antecedents of the three 

dimensions of the latent traits (i.e., market intelligence generation, market intelligence 

dissemination, and market intelligence responsiveness) of market orientation of NP 

organizations to the relationship. The final construct, performance of NP organizations, 

represents the consequence of market orientation of NP organizations. 

Summary of Method 

The model was tested using the linear structural relations analysis program of 

Joreskog and Sorborm (1989), LISREL VII, using the two step approach for measurement 

and structural model analysis proposed by Anderson and Gerbing (1988). LISREL, given 

certain assumptions, allows analysis of causal rather than just simple empirical relationships 

(Dillon and Goldstein 1984, p. 432). As such, models analyzed for causal relations provide 

information not only on the strength of relationships, but also the direction of effects. 

The two-step approach to analysis promotes the testing of the measurement and structural 



models independently, and therefore provides the researchers with greater confidence in 

the reliability and validity of the measures, and in the paths suggested to connect the 

observed and latent constructs. Since most of the constructs in this study had not been 

used previously, the measurement properties were first tested by an exploratory common 

factor analysis, followed by a confirmatory factor analysis. Respecification of the structural 

model was performed based on the results of the common factor analysis and the 

confirmatory factor analysis following the guidelines of Joreskog and Sorbom (1990). Two 

independent structural models of market orientation, one for patients and the other for 

donors, resulted from the measurement model analyses. These two structural models of 

market orientation were tested by LISREL VII and further respecifications were 

performed to arrive at the two final structural models of market orientation discussed in 

Chapter VI. 
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CHAPTER n 

MODEL DEVELOPMENT AND LITERATURE REVIEW 

Marketing and NP Orpanizations--
A Background Review 

Among all the classic business functions, marketing was one of the last to be 

embraced by NP organizations. While accounting systems, financial methods, personnel 

management techniques, and other business operations have long been influential in NP 

operations, it was not until NP organizations confronted the multiple problems and 

challenges noted in Chapter I that they began to discover marketing (Kotler 1979, Ferrell, 

Madden, and Legg 1986, Nichols 1989). Not only did NP organizations ignore marketing, 

but the NP sector of the economy was not formally addressed by the discipline of 

marketing until Kotler and Levy's "Broadening the Concept of Marketing" article was 

published in the Journal of Marketing in 1969. Later, this recognition was further 

reinforced, and NP marketing was more fully explored by Hunt's (1976) The Nature and 

Scope of Marketing" and other works (see for example. Mason 1984, Unterman and Davis 

1984, Ackerman 1986, Johnson 1986, Kotler and Andreasen 1987, 1991, Hansler 1988, 

Nichols 1989, Schwartz 1989). 

While these works approach the topic of marketing in NP organizations in a 

variety of ways, using a plethora of terms, a common theme emerges. This theme is that 

most of the challenges, problems, and opportunities facing NP organizations arise from 

and are associated with the exchange relationships they have with their multiple publics. 

Across the board, failures (and successes) in fundraising, patronage, program development, 

the legal arena, and so forth have been linked to the central construct in marketing-

exchange (Hansler 1986, Hodgkinson, Lyman, and Associates 1989, Mackay and Lamb 



1988, Lamb 1987, Cruickshank 1989). And more to the point, successful exchange via a 

market orientation has been a common recommendation throughout this literature 

(Lovelock and Weinberg 1984, Winston 1984-85, Faherty 1985, Manoff 1985, Johnson 

1986, Hansler 1988). 

Despite this common prescription, scholarly research addressing the theoretical 

linkage between a market orientation and NP organizational success is limited (Scanlon 

1983, Johnson 1986, Van Doren and Smith 1986, Hansler 1986). For the most part, the 

marketing literature on NP organizations remains confined to papers that address very 

specific micro issues, such as the usefulness of specific marketing tools or concepts in the 

NP sector. For example, market segmentation, product differentiation, the product life-

cycle, and the marketing mix have all been examined to some degree in situation-specific 

contexts (Kotler and Levy 1969, Farley and Leavitt 1971, Shapiro 1973, Shanklin 1975, 

Kotler 1975, Bamhill 1988). Similarly, the process by which different types of marketing 

tools should be applied in NP organizations has been addressed. In this context, the 

normative use of market audits (Kotler 1975, 1979), market segments (Kotler 1975, 

Lovelock 1975, Ricklefis 1975), portfolio matrices (Gruber and Mohr 1982), new product 

growth models (Kumar and Pereira 1988), strategic mix typology (Sheth and Frazier 1982), 

and promotions (Reinfeld 1974) has been explored. While these and other works have 

advanced our knowledge and contributed substantively to the practice of NP marketing, a 

general understanding of the linkage between the development of the market orientation 

in NP organizations and success (or failure) of NP organizations remains tenuous 

(Johnson 1986, Schwartz 1989, Narver and Slater 1990, Wood and Bhuian, in press). 

10 



The Theoretical Dimensions of a Market 
Orientation in NP 

Organizations 

The concept of "orientation" relates to the nature of one's adaptation to a specific 

situation. It reflects the degree to which one accommodates the surrounding environment 

in order to achieve objectives (Ansoff 1984, Troye and Wood 1989). In business and 

commerce there have been numerous orientations that have evolved as the environment 

surrounding business organizations has evolved. 

Historical retrospection on the topic has produced a variety of labels to describe 

and chronologically capture the evolution of business orientations. The first is the product 

or production orientation, which typically dominates in periods when demand is greater 

than supply, and few competitors exist. During such periods, whatever one produces, one 

can sell, and therefore it is rational to focus on the "producing" of goods. The second is 

the sales/promotion orientation, which flourishes when customers are perceived to need 

information about products before they will try them. Therefore promoting what has been 

produced is considered to be the key element to success. The third is the market 

orientation, which is prevalent in times dominated by intense competition, where 

customers have numerous alternatives, and when information concerning customers drives 

product development and marketing efforts of organizations. 

While each of these orientations can and does exist in modem organizations, 

prevailing wisdom stresses that having a "market" orientation is critical for superior 

performance and long-term success in today's highly competitive commercial environment 

(for more complete discussions on business "orientation," see Drucker 1970, Child 1972, 

Abell 1975, Peters and Waterman 1982, Ansoff 1984, Peters and Austin 1985, Aaker 1988, 

11 



Shapiro 1988, Webster 1988, Troye and Wood 1989, Narver and Slater 1990, Kotler and 

Andreasen 1987, 1991). 

In order for any organization to have a "market" orientation it must implement the 

marketing concept (McCarthy and Perreault 1984, Kohli and Jaworski 1990). From a 

theoretical-traditional perspective, the marketing concept is supported by three 

fundamental "pillars." These include: (1) customer (target market) focus; (2) coordinated 

marketing effort in regard to the controllable variables (price, product, promotion, and 

channel of distribution); and (3) profitability (McNamara 1972, Kotler 1988, Deshpande 

and Webster 1989). When an organization objectively coordinates its marketing effort in 

order to fill a defined need of a set customer group for purposes of making and sustaining 

a profit it is said to have a market orientation. 

From a practitioner perspective, a recent field study involving in-depth interviews 

with 62 managers in four U.S. cities posits that a market orientation entails: 

(a) one or more departments engaging in activities geared toward developing an 
understanding of customers' current and future needs and the factors affecting 
them, (b) sharing of this understanding across departments, and (c) various 
departments engaging in activities designed to meet select customer needs. (Kohli 
and Jaworski 1990, p. 3) 

Upon reflection, it can be seen that the common denominator in both the theoretical and 

practitioner perspectives is the notion of "market intelligence." More specifically, in both 

theoretical and practical terms, the concept of market orientation refers to the 

organization-wide generation of, dissemination of, and responsiveness to market 

intelligence. Kohli and Jaworski (1990) and Narver and Slater (1990) have linked these 

dimensions of market orientation to performance in their studies of for-profit 

organizations, and hold them to be key ingredients m organizational success. 

12 



It is a major contention and premise of this study that market intelligence 

generation (to understand customers), dissemination (to share understanding of 

customers), and responsiveness (to meet customer needs) constitute the core of a market 

orientation, not only for traditional for-profit organizations but also for NP organizations. 

Likewise, as will subsequently be articulated, a second premise underlying the proposed 

research is that having a market orientation (as defined by the construct "market 

intelligence" and its three components- intelligence generation, dissemination, and 

responsiveness) leads to high performance, not only for traditional for-profit organizations 

(re: Kohli and Jaworski 1990, Narver and Slater 1990), but also for NP organizations. 

Through the examination of the three theoretical "pillars" of market-orientation as 

described by McNamara (1972) and Kotler (1988), and the market-oriented organizational 

activities as described by Kohli and Jaworski (1990) and Narver and Slater (1990), a NP 

version of the theoretical dimensions of market orientation is developed and discussed 

below (see Figure 1.2). This NP conceptualization of "market orientation" was guided by 

earlier work on the topic (see Gaby and Gaby 1979, Andreasen 1982, Kotler, Ferrell, and 

Lamb 1983, Ferrell, Madden, and Legg 1986, and Kotler and Andreasen 1987) and is 

offered as an exploratory attempt to articulate the specific nature of NP organizational 

market orientation. 

Specifics of NP Market Orientation 

As noted above (and diagrammed in Figure 1.2), market inteUigence is the central 

element of a market orientation and includes intelligence generation, dissemination, and 

responsiveness. 

13 



The first dimension of market intelligence, intelligence generation, entails four 

distinct points, including: 

1. Gathering, monitoring, and analyzing information pertaining to the current and 

future needs of donors and clients; 

2. Monitoring and analyzing exogenous factors outside the industry itself (e.g., 

government regulations, technology, the general economy, and other environmental 

forces), that influence the current and future needs of donors and clients; 

3. Monitoring and analyzing competitive actions (both primary and secondary) 

that influence the current and future needs of donors and clients; and 

4. Gathering and monitoring of market intelligence both through formal and 

informal means. 

The essence of modem marketing is "customer-focus." This customer focus 

requires organizations to systematically study customers' needs, wants, perceptions, 

preferences, attitudes, and satisfaction levels using appropriate data gathering and data 

analysis methods (Andreasen 1982, Kotler, Ferrell, and Lamb 1983). In a turbulent 

environment, effective market intelligence pertains not only to current needs but also to 

future needs (Houston 1986, Day and Wensley 1983, Kohli and Jaworski 1990). A market 

oriented organization is not dominated by reactive responses to customers. It is proactive 

and has a forecasting capability that can anticipate changes in customer needs, wants, 

perceptions, and so forth (Day and Wensley 1983, 1988, Schuster and Samli 1989, 

Deshpande and Webster 1989). 

Like for-profit organizations, NP organizations have exchange relationships with 

numerous "publics" (defined as distinct groups of people that have an actual or potential 

interest in or impact on an organization). Two classes of publics, input publics (donors) 

14 



and consuming publics (clients) constitute the major exchange groups relevant to NP 

organizations (Bremmer 1988, Hall 1987). To tmly understand and impact NP exchange 

relationships, the actual exchange must be seen from both the donors' and the clients' 

perspectives (Condie, Warner, and Gillman 1976, Hansler 1986, 1988, Tobin 1985). To 

become "fiilly" responsive, NP organizations must keep up-to-date with the dynamic nature 

of current and future needs and wants of both donors and clients (Permut 1980, 

Andreasen 1982). In short, they must continually gather and analyze relevant donor and 

client information. 

Market intelligence is also needed on exogenous factors such as government 

regulation, technology, and other environmental forces that influence customer needs and 

preferences. Such external forces affect both for-profit and NP organizations. The impact 

of these complex and constantly changing forces on the cognitive and affective attitudes of 

donors and clients of NP organizations is said to be particularly significant (Young 1984, 

Nichols 1989, Schwartz 1989). Hence, market intelligence generation in the form of 

environmental scanning activities for NP organizations requires continuous monitoring and 

evaluation of extemal forces (Day and Wensley 1983, Jaworski 1988, Lenz and Engledow 

1986). 

While competition can be considered an exogenous factor, its immediate and often 

immense effect on an organization's performance merits separate consideration. 

Competitors influence customers by catering to their unmet needs or by offering new and 

mnovative solutions to current or future needs. They can position products more 

effectively, offer superior products, promote them better or offer them in more convenient 

locations (Lawton and Parasuraman 1980, Lenz and Engledow 1986, Day and Wensley 

1988). As noted previously, NP organizations are facing increasing competition for donors 
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and increasing demands from clients. The existence of competitors clamoring for attention 

not only stimulates clients to seek altematives to fill their needs, but also sharpens donors' 

awareness of altematives for their donations. Consequently, NP organizations must 

continuously seek better ways to meet their clients' and donors' needs (Newbould 1980, 

Naisbitt 1982, Hansler 1988, Schwartz 1989) and must give priority to market inteUigence 

generation with respect to monitoring and evaluating competition. Their source of funds 

and the market they serve are besieged by primary competitors (enterprises offering the 

same service to fill identical needs) and secondary competitors (other service forms that 

can satisfy generic needs). Both must be carefully scmtinized. 

Useful intelligence generation can vary from extremely informal to highly 

structured contacts. Intelligence generation is also possible through "non-marketing" 

departments of an organization (for example, R and D, personnel, and manufacturing—see 

Day and Wensley 1983, Kohli and Jaworski 1990). In general, effective market 

intelligence generation in NP organizations requires utilization of both informal and 

formal methods to gather and monitor information pertaining to donors and clients, 

extemal forces, and competition. 

The second dimension of market intelligence, intelligence dissemination, entails 

two distinct points, including: 

1. Sharing throughout the organization both existing and anticipated information 

(i.e., ensuring vertical and horizontal flows of information within and between 

departments) concerning: (a) the current and future needs of donors and clients, (b) 

exogenous factors, and (c) competition; and 
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2. Ensuring effective use of disseminated information by encouraging participation 

of all departments and personnel in sharing information concerning the current and future 

needs of donors and clients, exogenous factors, and competition. 

To be effective, no matter what the objective, all parts of an organization need to 

act in a coordinated fashion. For organizations to respond to market needs, market 

intelligence must be disseminated to all relevant individuals in an organization. Various 

means can be used to disseminate intelligence throughout an organization, including 

periodic newsletters, periodic (but formal) meetings or discussions, and informal "story 

telling" (Kohli and Jaworski 1990). 

Intelligence dissemination is also vital for well-functioning NP organizations. To 

become market oriented, NP organizations need to encourage the sharing of information 

in virtually all departments in the organization (Johnson 1986). To facilitate this, both the 

more traditional "vertical" communication system and the newer, more recently studied 

"horizontal" communication system need to be taken into consideration (Daft and Steers 

1985, Zeithaml, Berry, and Parasuraman 1988). Given the organizational structure of 

many NP organizations (few directors, many volunteers), Unterman and Davis (1984) note 

that a "flat" (or horizontal) communication system is particularly effective in disseminating 

information. They recommend numerous methods by which NP organizations can 

disseminate intelligence, including monthly reports by the directors to the board of 

trustees, informal monthly or weekly meetings between the board and the executive 

director, informal lunches or receptions with trustees, staff, and community groups, and 

weekly staff and volunteer meetings. 

The dissemination of market intelligence can originate from any department or any 

individual in the organization. Likewise, responding to the needs of donors or clients, to 
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exogenous factors, and to competition can originate from any department or individual. 

Both the sharing of information and responding to its meaning are critical for 

organizational success (McCarthy and Perreault 1984, Webster 1988) In all organizations, 

including NP organizations, all employees (or volunteers) must be attuned to this fact. 

Ensuring that all employees and departments are involved in information dissemination 

will enhance the possibility that each will be conscious of, and responsive to the needs of 

clients and donors, competition, and exogenous factors. 

The third dimension of market intelligence, intelligence responsiveness, entails 

three distinct points, including: 

1. Developing, designing, implementing, and altering products and services 

(tangibles and intangibles) in response to the current and future needs of donors and 

chents; 

2. Developing, designing, implementing, and altering systems to promote, 

distribute, and price products and services that respond to the current and future needs of 

donors and clients; and 

3. Utilizing market segmentation, product/service differentiation and other 

marketing took in the development, design, implementation, and alteration of products 

and services, and their corresponding systems of promotion, distribution, and pricing. 

In the final analysis, a market orientation entails meeting the needs and 

preferences of the market. After generating and disseminating market intelligence, the 

logical next step is to take actions in light of the information obtained and shared by all. 

While effective participation (as discussed above) relates to more "informal" action taking 

(e.g., it is every person's job to share information and to respond to a need once it 

becomes apparent), this step refers to more "formal" action taking, based on product or 
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service planning. Market responsiveness in all organizations (including NP organizations) 

requires the intelligent development, implementation, and modification of products and/or 

services (i.e., programs) to meet the current and anticipated needs of markets served. By 

definition, "intelligent" implies an accurate information base. 

In the second step of market responsiveness, organizations are required to 

develop, design, implement, and modify plans corresponding to the remaining controllable 

variables in marketmg, namely pricing, distribution, and promotion. The NP sector is 

unique here because goods or services can be zero-priced, positive-priced, or negative-

priced (Hansler 1988). Likewise, promotional themes of NP organizations may be unique 

in that they often emphasize altmism (of donors). They may, therefore, require more 

subtle, yet sophisticated appeals than are common in other promotions (Nichols 1989, 

Schwartz 1989). To be effective, however, each consideration must be based on accurate 

market intelligence. 

To have meaningful market responsiveness, important marketing tools such as 

segmentation and product/service differentiation are often utilized (Johnson 1986, O'Hare 

1988, Nichols 1989, Faherty 1985, Hansler 1986). Segmentation, for example, would help 

categorize donors and clients into various "segments" based on unique pattems of 

behavior. This, in tum, would help guide the establishment of appropriate product, 

pricing, promotion, and distribution strategies. 

Individually and collectively, intelligence generation, dissemination, and 

responsiveness determine the nature and extent of market intelligence. The nature and 

extent of market intelligence determine the market orientation of the organization. 

Utilizing these three dimensions of market intelligence, the following section develops a 
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conceptual model relating the antecedents to, and outcomes of a market orientation in NP 

organizations. 

A Market Driven Performance Model of NP Organizations: 
Factors Affecting their Market Orientation and 

Subsequent Performance 

Figure 1.1 displays the market-driven performance model for NP organizations 

that guided the development of hypotheses to be tested in this study. The model is 

"market-driven" because it has at its core the degree to which a NP organization displays a 

market orientation. The central tenant of this model is that the more a NP organization is 

characterized by the dimensions of market intelligence generation, dissemination, and 

responsiveness, the more it is attuned to or "driven" by the market. 

More specifically. Figure 1.1 posits that the degree of market orientation in any 

given NP organization depends on the presence or absence of specific senior management 

characteristics, organizational characteristics, and extemal factors. In tum, the degree of 

market orientation displayed by any given NP organization directly influences its 

subsequent performance. These antecedents and outcomes and their proposed 

relationships to market orientation were gleaned from a large body of for-profit and NP 

literature and were adapted to the model based on their particular relevance to NP 

organizations. The four antecedents and their associations with market orientation are 

reviewed and a set of hypotheses is developed in the following sections. 
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Antecedents to a Market Orientation in NP Organizations 

Antecedents to a market orientation in NP organizations include a set of specific 

senior management characteristics, organizational characteristics, and extemal 

environmental factors. Each is reviewed in tum. 

Senior Management Characteristics 

The critical role of senior management in fostering a market orientation is 

reflected in numerous studies (Felton 1959, Argyris 1965, Levitt 1969, Raven and 

Kmglanski 1970, Rogers 1983, Gaski 1984, Hambrick and Mason 1984, Webster 1988, 

Kohli and Jaworski 1990). In general, these studies view senior management 

characteristics as influencing the value a for-profit firm ultimately places on intelligence 

generation, dissemination, and responsiveness. Similar views are also held in regard to NP 

organizations (Unterman and Davis 1984, Espy 1986). 

In NP organizations, senior management is typically made up of the chief executive 

officer and other high level management personnel. Several senior management 

characteristics appear to be particularly pertinent in NP organizations. They include 

professionalism, risk aversion, management training, and attitude towards marketing Wood 

and Bhuian 1992 (in press). 

While each of these senior management characteristics might impact the market 

orientation of a NP organization, this study specifically examines professionalism for a 

number of reasons that will be justified and discussed. 

Professionalism. Several authors have theoretically identified professionalism of 

senior management to be the key factor in developing a customer orientation and 
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subsequently achieving greater success in NP organizations (Young 1987, Powell and 

Friedkin 1987, Drucker 1989, Kotler and Andreasen 1991). 

Also, a variety of anecdotal evidence strongly supports the association between 

professionalism of senior management and greater success via a customer orientation in 

NP organizations. In order to be able to ensure consistent quality service to clients and 

donors, leaders of NP organizations are increasingly making efforts to enhance 

professionalism by attending a wide range of management sessions at Harvard, Stanford, 

and Wharton (Byme 1990). Several senior executives of the best performing NP 

organizations (e.g., Frances Hesselbein of Girl Scouts of the U.S.A., John R. Garrison of 

National Easter Seal Society, James A. Osbome of The Salvation Army) have attributed 

their success largely to their high level of professionalism as well as a customer orientation 

of their organizations. Likewise, professional societies of NP administrators in different 

types of NP organizations are continuously striving to enhance the professionalism of 

these administrators through a wide range of professional educational activities. All such 

activities to enhance the professionalism of the administrators of NP organizations are 

primarily aimed at ensuring better service to clients and donors of NP organizations. 

Despite the theoretical and anecdotal support for the association between professionalism 

and market orientation, to date no empirical study has been conducted to investigate the 

relationship. 

Further, as discussed below, a close examination of professionalism from an 

attitudinal perspective suggests that the attitudinal dimensions of professionalism strongly 

relate to the three dimensions of market orientation. 

During the past three decades a considerable amount of research has focused on 

professionalism in organizations. A review of major empirical and theoretical studies 

22 



reveals several approaches that have been used by researchers to define and 

operationalize the concept of professionalism. The least complex approach has been to 

arbitrarily select occupations that qualify as professions, usually choosing those with 

presumed high prestige, and subsequently to consider all members of the selected 

occupations to be professionals (Freidson, 1971). Reliance on this approach has been 

found problematic. The merit of using prestige as the criterion of occupational 

professionalization is questionable. In addition, this approach produces a forced and 

overly-cmde binary (either-or) categorization schema, with occupations being assigned to 

either a "profession" or a "nonprofession" category. Also, it permits an individual's 

occupational affiliation to overshadow his or her behavioral, attitudinal, and value 

attributes, denying in effect any variance due to individual differences (Sorenson and 

Sorenson 1974, Kerr and Glinow 1977). 

A somewhat more sophisticated approach, the so-called functionalist approach, 

calls for an identification of characteristics by which an occupation might be labeled a 

profession or a nonprofession. Early attempts to employ this approach also produced a 

binary classification system. Further, this approach also ignores the question of 

professionalism at the individual level. In every occupation there are some individuals 

who are more professional than others (Freidson 1971). 

More recently, however, the emphasis has shifted to a professionalization 

continuum, whereby occupations are classified as more or less professional according to 

the extent that they approach or depart from a model of the "ideal" profession. By 

viewing professionalization as a continuum, it is possible to examine how and why an 

occupation moves up or down the scale. This approach enables one to view occupations 

as lying on a professional continuum and be concerned with delineating the characteristics 
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that determine their position there. However, this approach also ignores the question of 

professionalism at the individual level (the contention that within each occupation there is 

individual variation) (Ritzer 1972, Kerr, Glinow, and Schriesheim 1977). 

Hall (1968) distinguished professional attributes that are structural (occupational 

professionalization) from those that are attitudinal (individual professionalism). Stmctural 

attributes, such as formal educational and entrance requirements for acceptance into a 

profession, produce a binary (either-or) classification system. One either is or is not a 

professional. On the other hand, attitudinal attributes, such as professional commitment 

and professional improvement lead to viewing professionalism along a continuum. 

Accordingly, one can vary (substantially) in the degree of professionalism exhibited and 

still be considered a professional. The attitudinal attributes describe individual, not 

occupational, attributes and thus account for professionalism at the mdividual level. These 

individual attributes, as the definitional components of professionalism, have been most 

commonly and consistently used in the research literature and are generally acknowledged 

to be of theoretical importance (Snizek 1972, Bartol 1979, Bullard and Snizek 1988, 

Carbone 1990). 

From this standpoint, in the proposed model, the definitional components of 

professionalism describe attitudinal attributes, measured along a continuum. This 

approach permits determination of the level of professionalism of occupation members, 

which is not merely a reflection of their societal prestige. Further, it gives recognition to 

the importance of individual differences among members of the same occupation, and 

does not require that individuals be classified as either professionals or nonprofessionals. 

Also, this approach is in no way limited to specific occupations, but can be applied to 
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members of other occupations (e.g., art administrators, health administrators) who are also 

casually labeled as professionals. 

HaU (1968) and others (Kerr, Glinow, and Schriesheim 1977, Bartol 1979, Bullard 

and Snizek 1988, Moncrief and Bush 1988, Carbone 1990) have identified a number of 

attitudinal dimensions of professionalism, three of which seem to be particularly relevant 

to this study. They are the following: Professional Commitment, or the dedication to a 

career and a strong desire to remain with a particular profession, given opportunities to 

change professions; Professional Improvement, or the belief in the importance of 

continual professional education for management; Professional Ethics, or a felt 

responsibility to avoid self-interest, if necessary, in the course of rendering services, as well 

as a dedication to providing high quality service. Also, a strong desire to do the right 

thing when dealing with publics. 

Professionalism of senior management and a market orientation are related 

phenomena (Unterman and Davis 1984). When carefully scmtinized, high concem for 

each of the attitudinal dimensions of professionalism of senior management listed above 

can be theoretically associated with a high drive to create and maintain a market 

orientation within an organization. Each of the three dimensions of professionalism of 

senior management has a single, common theme: how to better serve clients and donors. 

In tum, better service to clients and donors requires gathering, disseminating, and using 

information about clients and donors. 

Senior managers in NP organizations with high professional commitment view their 

work as a career in their field of specialty rather than merely a job. Simply put, they are 

primarily interested in practicing their career specialties. Further, they would prefer to 

remain in their career even if they have opportunities in an unrelated field of work with 
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higher pay and/or other amenities. Senior managers with such a dedication to their career 

and long-term career aspirations are believed to emphasize long term professional goals 

(e.g., consistent quality service to clients and donors). In tum, such a long-term 

orientation tends to influence the value senior managers place on information about 

clients and donors. 

Similarly, those senior managers of NP organizations who strongly identify with 

their profession tend to emphasize continual professional education for themselves as well 

as for other members of management. They often utilize their professional societies and 

other professional development programs to continually educate themselves. The 

professional societies in the NP arena provide a variety of services for their members 

including professional education, information dissemination, special research, conferences, 

seminars, and the exchange of ideas among professionals. These activities are aimed at 

improving the knowledge and skills of the members so that they can ensure consistently 

better service to their clients and donors. In tum, better service to clients and donors 

requires information about clients and donors-the central tenet of a NP market 

orientation. 

Finally, a strong service ethic of senior management in NP organizations is 

evidenced by their greater concem with using their profession to serve their clients and 

donors more so than to serve themselves, if they are confronted with a conflict between 

their self-interest and their clients' or donors' interests. That is, a high sense of 

professional ethics would lead managers to yield their self-interest to clients' and donors' 

interests when a conflict exists. Therefore, they would also tend to be more dedicated to 

ensuring high quality service to clients and donors. In order to better serve the interest of 
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clients and donors and to ensure high quality service to clients and donors, they would 

tend to value information about clients and donors. 

The essence of each of the dimensions of professionalism requires a penchant for 

information-the core of a market orientation. Based on the preceding discussion and 

accompanying rationale, the following hypotheses are advanced. 

HI (a): The higher the level of professional commitment exhibited by NP senior 
management, the greater the tendency for the organization to generate market 
intelligence. 

Hl(b): The higher the level of professional commitment exhibited by NP senior 
management, the greater the tendency for the organization to disseminate market 
intelligence. 

Hl(c): The higher the level of professional commitment exhibited by NP senior 
management, the greater the tendency for the organization to respond to market 
intelligence. 

H2(a): The higher the level of professional education exhibited by NP senior 
management, the greater the tendency for the organization to generate market 
intelligence. 

H2(b): The higher the level of professional education exhibited by NP senior 
management, the greater the tendency for the organization to disseminate market 
intelligence. 

H2(c): The higher the level of professional education exhibited by NP senior 
management, the greater the tendency for the organization to respond to market 
intelligence. 

H3(a): The higher the level of professional ethics exhibited by NP senior 
management, the greater the tendency for the organization to generate market 
intelligence. 

H3(b): The higher the level of professional ethics exhibited by NP senior 
management, the greater the tendency for the organization to disseminate market 
intelligence. 

H3(c): The higher the level of professional ethics exhibited by NP senior 
management, the greater the tendency for the organization to respond to market 
intelligence. 
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Organizational Characteristics 

Like senior management characteristics, organizational characteristics can be 

utilized as predictors of a market orientation and ultimate performance. In regard to NP 

organizational characteristics, several factors appear to be particularly relevant predictors 

of market orientation. They include entrepreneurship, organizational stmcture, 

ingratiation acceptance, and market-based reward systems (Wood and Bhuian, in press). 

Among these, entrepreneurship appears to be the most significant. For this reason, 

entrepreneurship was chosen for study in this dissertation. 

Entrepreneurship. Several authors have reported entrepreneurship to be the most 

important factor for the vitality of organizations, including NP organizations, because the 

environments of all organizations are constantly changing, often in a manner that either 

threatens their sources of sustenance or creates new opportunities for development 

(Young 1987, Kotler and Andreasen 1991). Further, in an anecdotal sense, the top 

twenty best performing NP organizations, including Planned Parenthood, Girl Scouts of 

the U.S., Harvard University, Lyric Opera of Chicago, National Gallery of Art, Henry 

Ford Health Care, and the Ford Foundation are highly acclaimed for their success 

achieved through their entrepreneurial activities and market orientation (Byme 1990). 

Traditionally, entrepreneurship has been identified with a dominant organizational 

personality, generally an independent-minded owner/manager who typically makes the 

critical strategic decisions of the firm (Schumpeter 1934, Cole 1946, Redlich 1949, 

Leibenstein 1968). Likewise, the typical definitional emphasis has been upon the 

innovative, risk-taking individual attempting to achieve commercial success with a new 

venture (Collins and Moore 1970, Shapero 1975). However, entrepreneurship has also 

been conceptualized by examining the entrepreneurial activity of the firm, as distinct from 
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activities of the individual (Miller and Friesen 1982, 1983, Miller 1983, Burgehnan 1984, 

Morris and Paul 1987). 

The substantial growth and complexity of today's organizations have created a 

need for continuous organizational renewal, innovation, and constmctive risk-taking, which 

in tum, require the conceptualization and pursuit of new opportunities. Such activities are 

highly complex in and of themselves and often go beyond the singular efforts of one key 

individual or manager. In other words, the entrepreneurial role can be and often is 

performed by entire organizations and can easily exceed or even circumvent the abilities of 

one central actor (Miller 1983). Viewed in this manner, entrepreneurship becomes 

applicable and relevant to institutions of all sizes and types (both for-profit and NP) 

(Miller and Friesen 1982, 1983, Burgelman 1984). 

Entrepreneurship as an institutional phenomenon has been defined in a number of 

different ways. As described by Stevenson, Roberts, and Grousbeck (1985), organizational 

entrepreneurship is an organization's willingness to encourage and support creativity, 

flexibility, and calculated risk-taking. Similarly, authors such as Miller (1983) and 

Burgehnan (1984) define organizational entrepreneurship as an organization's willingness 

to strive for organizational renewal through the pursuit of new ventures and opportunities. 

More recently, organizational entrepreneurship has been described as taking constmctive 

risk, emphasizing research and development, valuing rapid or steady growth over stability, 

introducing new products and services at a high rate, and actively seeking unusual or novel 

solutions to problems (Khandwalla 1977, Miller and Friesen 1983, Ginsberg 1985, Morris 

and Paul 1987). A common theme in most of these definitions is that organizational 

entrepreneurship has three conceptually related components, namely innovativeness, 

proactiveness, and constmctive risk-taking (Morris and Paul 1987, Jarillo 1989). Although 
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definitions of these three dimensions of organizational entrepreneurship abound, this study 

adopts the definitions used by Morris and Paul (1987), Hansler (1986), and Winston 

(1984-85). These definitions are as follows. Innovativeness is characterized by the 

introduction of novel goods, services, or technology and the opening of new 

markets. Proactiveness is characterized by actively seeking unusual or novel ways to 

achieve organizational objectives. Finally, constmctive risk-taking is characterized by 

making reasonable decisions when faced with environmental uncertainties. 

High levels of organizational entrepreneurship and high levels of market 

orientation have been said to represent responses to an ever increasingly complex and 

turbulent environment (Dmcker 1974, 1980, 1985). Indeed, Morris and Paul (1987) found 

a strong relationship between organizational entrepreneurship (i.e., innovativeness, 

proactiveness, and constructive risk-taking) and a market orientation in their study. 

In the context of NP organizations, a relationship between entrepreneurship and 

market orientation is also theorized and has been demonstrated in a number of situation-

specific studies. For example, Hansler (1986) noted organizations with entrepreneurial 

orientations tend to value information and view information evaluation as part of the 

larger process of meeting the needs of their donors (and subsequently enhancing the level 

of funding received from their donors). Likewise, Winston (1984-85) found a surge in 

organizational entrepreneurial activity in the NP health and human service industry to be 

correlated strongly with more aggressive marketing. This, in tum, appeared to help them 

meet a number of severe economic challenges facing the industry. Similarly, in an 

anecdotal sense, numerous NP organizations today are renowned for the success achieved 

through their entrepreneurial activities and market orientation. These include the Girl 

Scouts of the United States, Planned Parenthood, the Chicago Symphony, and the Lyric 
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Opera of Chicago (see Byrne 1990). Based on past situation-specific evidence, it appears 

that the activities associated with organizational entrepreneurship and market orientation 

may go hand in hand for many NP organizations. 

Based on the preceding discussion, the following hypotheses are offered. 

H4(a): The higher the level of entrepreneurship exhibited by NP organizations, the 
greater the tendency for such organizations to generate market intelligence. 

H4(b): The higher the level of entrepreneurship exhibited by NP organizations, the 
greater the tendency for such organizations to disseminate market intelligence. 

H4(c): The higher the level of entrepreneurship exhibited by NP organizations, the 
greater the tendency for such organizations to respond to market intelligence. 

Environmental Factors 

As described in the introduction, the extemal environment in which NP organiza

tions operate is complex and constantly changing. It is, therefore, similar to the environ

ment faced by for-profit organizations. However, the environment within which NP 

organizations operate is, to a large extent, unique firom the environments of for-profit 

organizations in that it tends to change more rapidly. For NP organizations, the sources 

of resources (individual, corporate, and govemment grants) and the recipients of the 

services (which are relatively more complicated and more intangible) are relatively 

(compared to those of for-profit sector) more vulnerable to environmental changes 

(McDanel 1983, Miaoulis 1985, Faherty 1985, Schwartz 1989). Environmental factors are, 

perhaps, even more influential in the NP arena (Unterman and Davis 1984, Ackerman 

1986, Nichols 1989, Hodgkinson 1989). 

Operationally, three broad types of influential environmental factors (or forces) 

have been identified including competitive factors, macro factors, and demand factors 
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(Wood and Bhuian, in press). As will be justified and discussed, this study includes 

competitive and demand factors. 

Perception of Competitive Environment. Recognition of the existence of both the 

primary and secondary competitors as sources of threats influences NP organizations to 

seek out information about those entities that are affected by the competition. Such 

recognition influences NP organizations' belief that survival and ultimate success will come 

to those that best understand the multiple publics that affect their organizations 

(Steinberg 1987, Kotler and Andreasen 1991). As before, anecdotal evidence suggests 

that the recognition of the threat from intense competition strongly drives NP organiza

tions (e.g., Population Development Associates, Planned Parenthood) to carefully look to 

their customers to see if there are better ways to meet their needs and wants in order to 

enhance organizational performance (Kotler and Clarke 1986, Kotler and Andreasen 

1991). 

The competitive environment refers to the group of organizations that competes 

for the attention, resources, or loyalty of a public. As noted in Chapter I, the most 

significant characteristic of the NP marketplace in the 1990s is the level of competition. 

However, different NP organizations view competition in different ways. Some NP 

organizations deny the existence of competition, some feel that paying attention to 

competition is undesirable, and others do recognize the threat from the competition. 

Although many NP organizations still ignore the existence of competition, it has 

been theorized that to truly be a viable competitor, an organization must from time to 

time evaluate its market position or standing vis-a-vis its primary and secondary competi

tors. Organizations that recognize competition (both primary and secondary), and per

ceive it to be more threatening, have a greater tendency to seek out information for the 
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purpose of evaluation (Hansler 1986, Schwartz 1989). Therefore, the more competition is 

perceived as a threat, the greater the tendency to adopt a market orientation. 

Based on the preceding discussion about the relationship between the perception 

of competition as a threat and market orientation of NP organizations, the following 

hypotheses are advanced. 

H5(a): The greater the recognition of competition (primary and secondary) as a 
threat by NP organizations, the greater the tendency for such organizations to 
generate market intelligence. 

H5(b): The greater the recognition of competition (primary and secondary) as a 
threat by NP organizations, the greater the tendency for such organizations to 
disseminate market intelligence. 

H5(c): The greater the recognition of competition (primary and secondary) as a 
threat by NP organizations, the greater the tendency for such organizations to 
respond to market intelligence. 

Perception of Demand Environment. NP organizations face various types of 

demand from both clients and donors for the economic, social, and psychological benefits 

provided by such organizations. Some NP organizations are faced with under demand 

from clients (e.g., not enough patients for some mral hospitals) and donors (e.g., inade

quate donations for a variety of NP organizations). While some other NP organizations 

are facing over demand from both clients (e.g., increasing number of patients who are 

uninsured and incapable to pay faced by some hospitals) and donors (e.g., membership in 

boards of tmstees). Also, some NP organizations face adequate demand from clients (e.g., 

adequate student size in some colleges) and donors (e.g., adequate donation for some 

churches). 

Some observers note that if NP organizations perceive intense under and/or over 

demand from clients and donors, then they tend to seek out information about clients and 

donors. Likewise, those NP organizations faced with adequate demand from clients and 
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donors would be less likely to seek out information about clients and donors (Conway 

1986, Zallocco and Joseph 1991, Kotler and Andreasen 1991). 

The demand environment refers to the demand of the publics (donors and clients) 

for the benefits (i.e., goods, services, social, and psychological) from the NP organizations. 

Monitoring and influencing the level, timing, and character of demand for one or more 

benefits of an organization is viewed to be the function of marketing management. Kotler 

(1990) has identified eight states of demand that can be faced by NP organizations. They 

include: negative demand, a state in which all or most of the important segments of the 

potential market (both clients and donors) dislike the benefits offered by the organization; 

no demand, a state in which the potential market (both clients and donors) is indifferent 

to the benefit offered by the organization; latent demand, a state in which the market 

(both clients and donors) has a strong need for something which does not exist in the 

form of an actual benefit; faltering demand, a state in which the demand (from both 

clients and donors) for the benefit declines; irregular demand, a state in which the 

demand (from both clients and donors) is characterized by seasonal or volatile fluctua

tions; fiiU demand, a state in which the current level of demand (firom both clients and 

donors) equates with the desired level of demand; overfull demand, a state in which the 

current level of demand (fi-om both clients and donors) exceeds the desired level of 

demand; and unwholesome demand, a state in which any positive level of demand (from 

both chents and donors) is felt to be excessive because of undesirable quahties associated 

with the benefit. 

These eight states of demand can be more parsimoniously grouped as follows: (1) 

iinderdemand (negative demand, no demand, latent demand, and faltering demand); (2) 

adequate demand (irregular demand and full demand); and (3) overdemand (overfull 
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demand and unwholesome demand). Underdemand is a situation where the current 

demand level is below the desired demand level. When the current demand level is equal 

to the desired demand level, it is a situation of adequate demand. Finally, overdemand 

refers to a situation when the current demand level exceeds the desired demand level. 

The type of the demand for the benefits provided by NP organizations can vary 

widely. There are NP organizations that are overwhelmed with under demand situations 

from both clients and donors. Such a state of demand arises because often NP organiza

tions ask their clients to make 180-degree shifts in attitudes or behaviors (e.g., to give up 

smoking), make sacrifices where they are often largely indifferent about the issue (e.g., 

who really worried about water conservation), and pay costs (money and/or time) for 

which the benefits are not evident (e.g., attending a church). Also, NP organizations ask 

donors to donate to charities or alma maters when the social and psychological benefits 

are not appealing to donors. 

Likewise, many NP organizations are faced with over demand situation. There are 

hospitals that are suffering from soaring hospital care costs primarily due to the increasing 

number of patients who are uninsured and incapable of paying (Sunshine and Wright 

1987). Similarly, many foundations (e.g.. Ford Foundation) or donative organizations (e.g.. 

United Way) are overwhelmed with clients seeking grants from them (Byme 1990). Also, 

demand for social and psychological benefits from the donors facing some NP organiza

tions can be excessive (e.g., volunteers for membership in the boards of trustees). Those 

NP organizations are faced with under and/or over demand situations and also feel that 

such state of demand is strong, such organizations would tend to seek out information 

about clients and donors. 
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A host of other NP organizations are faced with adequate demand situations. 

There are churches, museums, and colleges that are satisfied with the size of their clients 

and the amount of the donation they receive (Kotler and Andreasen 1991). This kind of 

NP organization will tend not to seek information about clients and donors. Based on the 

preceding discussion, the following hypotheses are advanced. 

H6(a): NP organizations that perceive they are faced with intense under and/or 
over demand from their clients, will tend to generate market intelligence. 

H6(b): NP organizations that perceive they are faced with intense under and/or 
over demand from their clients, will tend to disseminate market intelligence. 

H6(c): NP organizations that perceive they are faced with intense under and/or 
over demand from their clients, will tend to respond to market intelligence. 

H7(a): NP organizations that perceive they are faced with intense under and/or 
over demand from their donors, will tend to generate market intelligence. 

H7(b): NP organizations that perceive they are faced with intense under and/or 
over demand from their donors, will tend to disseminate market intelligence. 

H7(c): NP organizations that perceive they are faced with intense under and/or 
over demand from their donors, will tend to respond to market inteUigence. 

Market Orientation and Performance 
Associations in NP Organizations 

Performance measurements used in NP organizations vary widely. Many are 

quahtative and tend to be highly organizational specific (Cameron 1981, Smith 1988, 

Kumar and Pereira 1988). Examples include, "benefits," "mission accomplishment," "critical 

response by media," and "improved administrative practices" (see Gmber and Mohr 1982, 

and Wolf 1984). Quantitative performance measures are more numerous and include 

"number of clients" (Kumer and Pereira 1988, Wolf 1984), "financial retums" (Gmber and 

Mohr 1982), "donation increases" (Wolf 1984), and a series of ratios such as "administra

tive cost ratio," "fund-raising cost ratio," and "programs funding ratio" 
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(Feigenbaum 1987). While several attempts have been made to develop a common means 

to evaluate performance across NP organizations (e.g., benefit-cost analysis. Smith 1988; 

data envelopment analysis, Charnes, Cooper, and Rhodes 1978; generalized multiple 

criteria control models, Greenberg and Nunamaker 1987; and performance ratio models. 

Grizzle 1984), few of these have been successful, or widely accepted. In general, a 

consensus exists that any comprehensive performance measure(s) should reflect both 

quantitative and qualitative outcomes of NP organizations and should have the characteris

tics of simphcity, economy, and utility (Sorensen and Grove 1980, Unterman and Davis 

1984). 

One particular comprehensive taxonomy of NP performance (Unterman and Davis 

1984) identifies a set of quantitative and qualitative measures (see Appendix A) and 

recommends that each be carefully considered according to the unique circumstances 

facing a specific NP organization. 

In the final analysis, the adoption of a market orientation by for-profit or NP 

organizations should be based solely on enhanced performance. Numerous reports and 

studies have testified to the fact that the adaptation of marketing principles and use of 

marketing research in for-profit organizations enhance the potential of their operations 

greatly (Levitt 1969, Kotler 1984, Kotler and Andreasen 1987, Webster 1988, Narver and 

Slater 1990). While not nearly as voluminous, there are similar reports associating 

marketing and enhanced performance in NP organizations (Gaedeke 1977, Yavas and 

Riecken 1985, O'Hare 1988, Schwartz 1989). Likewise, the anecdotal evidence supplied 

by some of the more successful NP organizations reflects an association between a market 

orientation and organizational success (Bryne 1990). Thus, the following hypotheses are 

advanced. 
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H8(a): The greater the tendency for NP organizations to generate market intelli
gence, the greater their performance. 

H8(b): The greater the tendency for NP organizations to disseminate market 
intelligence, the greater their performance. 

H8(c): The greater the tendency for NP organizations to respond to market 
intelligence, the greater their performance. 

Summary of the Hypotheses 

Chapter II has presented theoretical, empirical, and anecdotal evidence supporting 

the hypotheses proposed for testing in this study. For the convenience of the reader, all 

24 hypotheses are restated in Figure 2.1. Further, Table 2.1 provides a representation of 

the expected significant relationships of the constmcts. 

HI (a). The higher the level of professional commitment exhibited by NP senior 
management, the greater the tendency for the organization to generate 
market intelligence. 

Hl(b). The higher the level of professional commitment exhibited by NP senior 
management, the greater the tendency for the organization to disseminate 
market intelligence. 

Hl(c). The higher the level of professional commitment exhibited by NP senior 
management, the greater the tendency for the organization to respond to 
market intelligence. 

H2(a). The higher the level of professional education exhibited by NP senior 
management, the greater the tendency for the organization to generate 
market intelligence. 

H2(b). The higher the level of professional education exhibited by NP senior 
management, the greater the tendency for the organization to disseminate 
market intelligence. 

îgure 2.1 Research Hypotheses 
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H2(c). The higher the level of professional education exhibited by NP senior 
management, the greater the tendency for the organization to respond to 
market intelligence. 

H3(a). The higher the level of professional ethics exhibited by NP senior man
agement, the greater the tendency for the organization to generate 
market intelligence. 

H3(b). The higher the level of professional ethics exhibited by NP senior man
agement, the greater the tendency for the organization to disseminate 
market intelligence. 

H3(c). The higher the level of professional ethics exhibited by NP senior man
agement, the greater the tendency for the organization to respond to 
market intelligence. 

H4(a): The greater the level of entrepreneurship exhibited by NP organizations, 
the greater the tendency for such organizations to generate market 
intelligence. 

H4(b): The greater the level of entrepreneurship exhibited by NP organizations, 
the greater the tendency for such organizations to disseminate market 
intelligence. 

H4(c): The greater the level of entrepreneurship exhibited by NP organizations, 
the greater the tendency for such organizations to respond to market 
intelligence. 

H5(a): The greater the recognition of competition (primary and secondary) as a 
threat by NP organizations, the greater the tendency for such organiza
tions to generate market intelligence. 

H5(b): The greater the recognition of competition (primary and secondary) as a 
threat by NP organizations, the greater the tendency for such organiza
tions to disseminate market intelligence. 

H5(c): The greater the recognition of competition (primary and secondary) as a 
threat by NP organizations, the greater the tendency for such organiza
tions to respond to market intelligence. 

H6(a): NP organizations that perceive they are faced with intense under or over 
demand from their clients, will tend to generate market intelligence. 

"igure 1.1 contmued 
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H6(b): NP organizations that perceive they are faced with intense under or over 
demand from their clients, will tend to disseminate market intelligence. 

H6(c): NP organizations that perceive they are faced with intense under or over 
demand from their clients, will tend to respond to market inteUigence. 

H7(a): NP organizations that perceive they are faced with intense under or over 
demand from their donors, will tend to generate market intelligence. 

H7(b): NP organizations that perceive they are faced with intense under or over 
demand from their donors, will tend to disseminate market intelligence. 

H7(c): NP organizations that perceive they are faced with intense under or over 
demand from their donors, wiU tend to respond to market intelligence. 

H8(a): The greater the tendency for NP organizations to generate market 
intelUgence, the greater their performance. 

H8(b): The greater the tendency for NP organizations to disseminate market 
inteUigence, the greater their performance. 

H8(c): The greater the tendency for NP organizations to respond to market 
intelligence, the greater their performance. 

ngure 2.1 continued 
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Table 2.1 

Expected Significant Relationships of the Constmcts 

Professional Commitment 

Professional Education 

Professional Ethics 

Entrepreneurship 

Perception of competition 
as a source of threat 

Market 
Intelligence 
Generation 

+ 

-I-

Market Market 
InteUigence InteUigence 
Dissemination Responsiveness Pf. 

+ 

+ 

+ + 

Perception of demand 
faced by the organization 
as under and/or over + 

Market Intelligence 
Generation 

Market InteUigence 
Dissemination 

Market Intelligence 
Responsiveness 

(+) = Positive Effect 

pf. = performance 
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CHAPTER III 

STUDY METHOD 

Measures of the Constmcts 

At the beginning of the discussion of the measures used in this research, it is 

helpful to point out three things. First, the constructs studied in this research were 

measured using self-report measures of the respondents' perceptions. Support for the use 

of self-report measures based on respondents' perceptions is found in Walker, Churchill, 

and Ford (1977). Second, though discussed in much more detaU later, hospital 

administrators were used as respondents. Finally, each measure was identified as reflective 

or formative in nature. When designing measures of unobserved constructs, it is 

important to determine whether the questionnaire responses are "reflections" (thus 

reflective measures) of the unobservable or if they, taken collectively, define the constmct 

(Fomell and Bookstein 1982). For formative measures, composites of the facets of the 

constmcts are often used to determine the amount of the constmct present. As Howell 

(1987, p. 121) explains, multidimensional composites are like "'checklists' tasks, wherein 

each item represents a single dimension and 'more' of the construct is defined as higher 

frequency or intensity across its dimension." The categorization of measures as reflective 

versus formative wiU be mentioned during the analysis of the measurement model. 

Scale items used as measures of the constructs of interest are listed separately as 

they are discussed in the following sections and collectively in Appendix B. Also, the 

coding designation (e.g., "v5") for each item is listed to the left of the item to simplify the 

process of identifying the items in the later discussions. 
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Market Orientation Measures 

Clearly, market orientation is the very heart of modern marketing management 

and strategy. Both marketing academicians and marketing managers recognize its 

association with business performance. However, only one recent study (Narver and 

Slater 1990) developed a valid measure of market orientation and empirically assessed its 

influence on business performance. Narver and Slater used market orientation as a one-

dimensional construct with three conceptually related components. In their study, a 

business's market orientation score was determined by the simple average of the scores of 

the three components. Another study (Kohli and Jaworski 1990) identified market 

orientation as a three dimensional constmct (i.e., market intelligence generation, market 

intelligence dissemination, and market intelligence responsiveness) based on a field study 

with 62 managers in four U.S. cities. To date, no scales have been developed to measure 

these three dimensions of market orientation. These three dimensions of market 

orientation were proposed for this study, and items were developed for measuring the 

three dimensions of the market orientation of hospitals (see Figure 3.1). Measures of 

each of the three dimensions was considered to be a reflective measure. 

Professionalism Measures 

The first significant scale development for professionalism was HaU's (1968) scale 

of professionalism. In 1972, Snizek substantially revised Hall's (1968) scale. Subsequently, 

both Hall's and Snizek's scales of professionalism were revised by others, including Kerr 

and Jermier (1978), Bartol (1979), Howell and Dorfman (1986), Raelin (1986), Goldberg 

and Jacobson (1987), Rickert (1988), Bullard and Snizek (1988), and Carbone (1990). 
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Relative to other hospitals in your market area, how much time and effort is 
spent by your hospital in ..: (much more time than others/ about the same time/ 
much less time than others) 

Market Intelligence Generation 
vl understanding patients' needs. 
v2 understanding how environmental factors (e.g., govemment regulation, 

technology) influence patients' needs. 
v3 understanding how the marketing programs of competitors influence 

patients' expectations and service preferences. 
v4 understanding the interests and motivations of financial and nonfinancial 

donors. 
v5 utilizing as many means as possible to generate market information (e.g., 

interaction with patients and donors, in-house market research, patient 
satisfaction surveys, etc. 

Market InteUigence Dissemination 
v6 ensuring that market information is communicated to all relevant 

departments in the hospital. 
v7 conducting interdepartmental meetings to discuss market trends and 

developments. 
v8 disseminating data on patient satisfaction to all relevant departments. 

Market Intelligence Responsiveness 
v9 developing products and services based on information conceming 

patients' needs. 
vlO developing systems to promote, deliver, and price your products and 

services based on information concerning patients' needs, 
vll utilizing marketing techniques (e.g., market segmentation, product 

differentiation, competitive analysis) to develop new products and 
services. 

vl2 utilizing marketing techniques (e.g., market segmentation, product 
differentiation, competitive analysis) to develop systems to promote, 
deliver, and price products and services. 

vl3 developing programs to attract financial and nonfinancial donations based 
on information concerning the interests and motivations of donors. 

vl4 utilizing marketing techniques (e.g., market segmentation, product 
differentiation, competitive analysis) to develop programs to attract 
financial and nonfinancial donors. 

Figure 3.1 Ihree dimensions of market orientation items. 
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Utilizing these works, and the earlier discussions of the six attitudinal dimensions of 

professionalism (Kerr and Jermier 1978, Carbone 1990, Wood and Bhuian (in press), three 

dimensions of professionalism (i.e., professional commitment, professional education, and 

professional ethics) were proposed in this study. Items from the existing scales were 

modified in order to make them suitable for hospital administrators (see Figure 3.2). The 

measures of each of the three dimensions were considered to be reflective. 

Entrepreneurship Measures 

As noted earlier, entrepreneurship can be conceptualized as a process or activity 

within the organization that is distinct from activities of a dominant organizational 

personality. The entrepreneurial role can be and often is performed by entire 

organizations and can easily exceed or even circumvent the abilities of one central actor. 

Several researchers have taken this perspective in designing scales to measure 

organizational entrepreneurship (Khandwalla 1977, MiUer and Friessen 1983, Ginsberg 

1985, and Morris and Paul 1987). Most of the previous studies used composites of several 

items to measure the entrepreneurship constmct (Morris and Paul 1987). In this study, 

entrepreneurship was proposed as a unidimensional construct with three components. 

The three components of entrepreneurship (i.e., innovativeness, proactiveness, and 

constmctive risk taking) were considered to be conceptually related. Previous scales were 

modified in order to make them suitable for this study (see Figure 3.3). Each of the three 

components of entrepreneurship was considered to be reflective measure. 
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Please read the following statements and circle the response that most closely 
matches your feelings, (strongly agree/strongly disagree) 

Professional Commitment 
vl5 I don't think of my work as just a job, it is something much more 

important. 
vl6 The senior management personnel of my hospital are very dedicated to 

their careers in the health care management field. 
vl7 I would personally remain in this profession even if I were offered more 

pay from some other profession (outside the health care management 
field). 

Professional Education 
vl8 I strongly beUeve in the importance of continuing professional education 

(e.g., attending seminars, workshops, and conferences on various issues 
conceming professional development). 

vl9 The senior management personnel of my hospital strongly believe in 
continuing professional education. 

v20 My hospital encourages and supports the involvement of senior 
management personnel in professional development programs. 

Professional Ethics 
v21 I always place the interests of my patients before my own self interest. 
v22 The senior management personnel of my hospital always place the 

interests of our patients before their own self interests. 
v23 It is important to me to clearly and truthfully communicate to both 

financial and nonfinancial donors the purpose of their donations. 

îgure 3.2 Three dimensions ot professionalism items 
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Relative to other hospitals in your market area how active has your hospital been 
in..: (much more active than others/about the same as others/much less active 
than others) 

Innovativeness 
v24 introducing new products and services for patients. 
v25 introducing new programs to attract both financial and nonfinancial 

donors. 
v26 opening new markets. 
v27 introducing new methods and techniques of delivering services. 

Proactiveness 
v28 seeking unique and novel ways to satisfy patients. 
v29 seeking unique and novel ways to increase donations (both financial and 

nonfinancial). 
v30 performing research & development activities (e.g., new product/service 

development, new facility development, new market development, new 
delivery systems development). 

v31 searching for new markets. 
v32 searching for opportunities to attract new financial and nonfinancial 

donors. 

Constmctive Risk Taking 
v33 taking risks in times of environmental uncertainty. 
v34 taking risks in general. 

îgure 3.3 Entrepreneurship items. 
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Perception of Competition as a 
Source of Threat Measures 

As mentioned earlier, the competitive environment includes both primary and 

secondary competitors. Existing scales for measuring competition include both single-item 

scales and multi-item scales. For example, Downey, Hellriegel, and Slocum, Jr. (1975) 

used a single-item scale, measuring competition as the number of significant competitors 

involved in the market for the principal product(s) of the company. In contrast, Negandhi 

and Reiman (1972) used a multi-item scale with items such as the number of altematives 

available to the consumer. Drawing from previous scale development work and the earlier 

conceptualization of NP organizations' perception of competition as a threat, a 12-item 

scale was developed for use in this study (see Figure 3.4). The scale was treated as 

reflective. 

Perception of Demand Faced by the Organization 
as Under and/or Over Measures 

No scales previously have been developed for measuring the perception of demand 

faced by the organization as under and/or over. A two-item formative measure was 

developed for this study that explicitly inquires about the perception of the state of 

demand faced by the hospital as under and/or over (see Figure 3.5) from both patients and 

donors. 

Performance Measures 

As noted eariier, performance measurements used in NP organizations vary widely. 

Most of the performance measures are organization specific and include both quahtative 

(e.g., Cameron 1981, Smith 1988, Kumar and Pereira 1988) and quantitative measures 
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Please circle the response that most closely matches your feeUngs. (low/high) 

v35 The number of competitive health care organizations in my hospital's 
market area that offer the same kinds of patient services is. 

v36 The number of competitive health care organizations in my hospital's 
market area that try to attract the same kinds of donors (both financial 
and nonfinancial) is. 

Please circle the response that most closely matches your feelings, (strongly 
agree/ strongly disagree) 
v37 The patients my hospital serves have numerous altemative health care 

organizations that provide services similar to ours. 
v38 The financial and nonfinancial donors to my hospital have numerous 

altemative types of charitable and other organizations they could donate. 
v39 My hospital faces intense competition for patients. 
v40 My hospital faces intense competition for donors (both financial and 

nonfinancial). 
v41 The competition for patients in my hospital's market area is growing. 
v42 The competition for donors (both financial and nonfinancial) in my 

hospital's market area is growing. 

Most of the senior management personnel of my hospital perceive the 
competition for.. 
v43 patients as (a threat to long term prosperity/not a threat to long term 

prosperity) 
v44 patients as (a threat to short term prosperity/not a threat to short term 

prosperity) 
v45 donors as (a threat to long term prosperity/not a threat to long term 

prosperity) 
v46 donors as (a threat to short term prosperity/not a threat to short term 

prosperity) 

'̂igure 3.4 Perception of competition items. 

Please circle the response that most closely matches your feelings, (below what 
we can service/about equal to what we can service/more than what we can 
service) 

v47 The current level of demand for my hospital's products and services is.. 
v48 The current level of donations (financial and nonfinancial) received by my 

hospital is.. 

I 'igure 3.5 Perception of demand items. 
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(e.g., Gmber and Mohr 1982, Wolf 1984, Feigenbaum 1987, Kumer and Pereira 1988). 

Attempts have also been made to develop a common means to evaluate performance 

across different NP organizations (e.g.. Smith 1988, Greenberg and Nunamaker 1987, 

Grizzle 1984, and Unterman and Davis 1984). Among these, Unterman and Davis's 

(1984) scale includes both quantitative and qualitative measures and provides a 

comprehensive taxonomy of NP organizational performance. Based on previous work, a 

nine-item scale (see Figure 3.6) has been developed for measuring the performance of 

hospitals in this study. The measure was considered to be formative. 

Collection of the Data 

In selecting a sample for this study, it was believed that the theory would be best 

tested in an industry that displayed a wide degree of variance for the constmcts included 

in the model because a meaningful test of a theory requires sufficient variance in the 

constmcts of interest (CoehUn 1987). Among the many different industries in the NP 

sector, NP hospitals were believed to be very appropriate for testing the model. 

Literature suggests that a clear dilemma exists among hospital administrators on the issue 

of the usefulness and necessity of marketing activities in hospitals (MacStravic 1990, Naidu 

and Narayana 1991). Substantial variances in the three dimensions of professionalism are 

also very likely in NP hospitals because hospital administrators, primarily engaged in 

managerial roles, come from both medical and nonmedical backgrounds. It has been 

observed that some hospitals are ahead of many others in terms of introducing innovative 

and new services for patient care and programs for attracting donors; this implies that 

significant variances exist in the entrepreneurial activities of different hospitals. It is 

believed that, in general, the health care industry is experiencing a high level 
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Please circle the response that best matches your feelings, (strongly agree/strongly 
disagree). 

v49 the quality of care offered by my hospital has improved. 
v50 the total donations (both financial and nonfinancial) to my hospital have 

increased. 
v51 the revenues (e.g., reimbursement from Medicare, insurance, etc.) of my 

hospital have increased. 
v52 the financial position of my hospital has improved. 
v53 the patient satisfaction of my hospital has improved. 
v54 the satisfaction of financial and nonfinancial donors to my hospital has 

improved. 

Please circle the response that best matches your feelings, (low/high). 
v55 the occupancy rate of my hospital has been. 
v56 the patient satisfaction of my hospital is generally. 
v57 the satisfaction of donors (both financial and nonfinancial) of my hospital 

is generally. 

îgure 3.6 Performance of hospitals items. 
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of turbulence. Several factors, such as rising health care cost, increasing number of 

indigent patients, closing down of small hospitals in small towns because of their inability 

to compete with the bigger hospitals and other health care providers are causing high 

levels of turbulence in the demand and competitive situations of the health care industry. 

Therefore, greater variances are expected on two constmcts in this study, namely, 

perception of competition as a threat and the perception of demand, from patients and 

donors, faced by the hospital. Therefore, the theoretic population for this study was NP 

hospital administrators and other members of senior management of NP hospitals. 

Although hospitals have a number of stakeholders (e.g., physicians, patients, donors, 

suppliers, nurses, insurance companies), this study only includes patients and donors-two 

of the most important markets of hospitals. Another cruccial market of hospitals, 

physician market, was not directly addressed in this study. However, since the market of 

physicians is used as a means to develop the patient and the donor market, this study has 

an indirect linkage with the physician market. 

The sample selected included administrators and other members of senior 

management of NP hospitals that are members of the American Hospital Association 

(1990). This sample has a number of attractive characteristics. First, past research in the 

for-profit sector used senior executives for measuring senior management characteristics 

(Cosse and Swan 1983, Kohli and Jaworski 1990). Second, hospital administrators and 

other members of senior management teams are responsible for strategic decisions at the 

corporate level and are, therefore, in the best position to describe the various 

organizational characteristics to be investigated in the proposed study. More specifically, 

earlier studies successfully used senior management for measuring various organizational 

characteristics, including market orientation, entrepreneurship, performance, and 
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competition (Morris and Paul 1987, Narver and Slater 1990, Zallocco and Joseph 1991, 

Naidu and Narayana 1991). 

Third, the sampling frame is accessible. The 1990 Directory of American Hospital 

Association contains profiles of programs, personnel, and finances of 5,100 hospitals in the 

U.S. Out of 5,100 member hospitals, 3,406 hospitals belong to the NP and 

nongovemment category, the category of interest in this study. Each profile begins with 

the name, address, telephone number of the hospital, and the name of the hospital 

administrator. It also includes information such as classification of the hospitals (e.g., 

government, for-profit, NP), types of services offered, number of beds, occupancy rate, 

expenses, payroll, personnel, and so forth. 

The data were collected in several stages. First, a prototype of the questionnaire 

was given individually to four senior management personnel of four hospitals located in 

Lubbock, Texas. Respondents were asked to comment on the wording of questions, the 
/ J 

difficulty in completing the questions, the time required to complete the questionnaire, 

and the format of the questionnaire. The survey instrument was refined based on the 

inputs from the pretest. A copy (photo-reduced) of the final questionnaire is included as 

Appendix B. 

In order to elicit a high level of responses from hospital administrators, an attempt 

was made to obtain a letter of endorsement to this study from the American Hospital 

Association (AHA). A copy of the research proposal was sent to Dr. David Drake, senior 

vice-president of the AHA through the Dean of College of Business Administration, Texas 

Tech University. Although the AHA found the study very stimulating and shared their 

insights to strategies for ensuring solid response rates for hospital surveys, they could not 
endorse the study because the AHA had to restrict endorsement to a smaU number of 
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surveys which were central to their policy and program agenda. Subsequently, a letter of 

endorsement was solicited and was obtained from Mr. David A Reed, ex-president of the 

AHA and the current president of the St. Joseph Health System, Califomia (see Appendix 

C). 

In consultation with the committee, it was decided that a sample of 1000 NP 

hospitals would be included in this study for two reasons. First, the budgetary constraint 

did not allow processing more than 1000 survey instmments. Second, previous research, 

using hospital administrators as respondents, showed that response rates for this group 

varied from 10 percent to 50 percent (Zallocco and Joseph). The higher response rates 

were invariably supplemented by telephone surveys. For an effective use of LISREL, 200 

observations were needed. With a conservative expectation, a 20 percent response rate 

would generate 200 responses from a sample of 1000 respondents. It was also decided 

that the 1000 survey instruments would be sent in two waves, so that necessary changes 

could be made in the second wave based on the success or failure of the first wave. 

In the first wave, a sample of 570 hospitals was randomly selected from the total of 

3,406. Survey instruments were mailed to the administrators or the chief executive officers 

of the 570 hospitals on October 15, 1991. Included with each of the survey 

instmments were the endorsement letter and a postage-paid business reply envelope. A 

total of 78 surveys was retumed by the respondents. 

On December 2, 1992, a post card (see Appendix D) requesting the 

nonrespondents' participation was sent to each of the 492 nonrespondents of the first 

wave. Ten days later, on December 12, 1991, a second copy of the survey was mailed to 

each of the 492 nonrespondents of the first wave. Each packet also included a reminder 

letter (see Appendix E) and a postage-paid business reply envelope. 
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Next, another sample of 427 hospitals was randomly selected for the second wave 

of mailing. Survey instmments were mailed to 427 hospitals on December 15, 1991. 

Besides the survey instmment, each packet contained a letter of endorsement and a 

postage-paid business reply envelope. No questionnaire was retumed from either of the 

two maUings (492 nonrespondents of the first wave and 427 respondents of the second 

batch). 

On February 5, 1992, a second copy of the survey was sent to each of the 427 

hospitals of the second wave. Each questionnaire was accompanied by a reminder letter 

(see Appendix F) and a postage-paid business reply envelope. A total of 65 survey 

instruments were returned. 

During the first week of February 1992, it was discovered that the two mailings 

(492 nonrespondents of the first wave and 427 respondents of the second wave) were held 

at the U.S. post office and never mailed out. Subsequently, another copy of the survey 

instrument was mailed to each of the 427 respondents of the second wave on Febmary 11, 

1992. Each envelope included a copy of the survey, a copy of the letter of endorsement, a 

letter explaining the post office mishap (see Appendix G), and a postage-paid business 

reply envelope. Forty-five survey instruments were returned. 

Ako, a few days later on February 19, 1992, a second copy of the survey was 

mailed to each of the 492 nonrespondents of the first wave. Included with each 

questionnaire were the letter of endorsement, a cover letter (see Appendix H) requesting 

nonrespondents' participation, and a postage-paid business reply envelope. Fifty-eight 

questionnaires were retumed. 

In order to find out the number of nondeliverable addresses, 37 hospitals were 

randomly selected. A telephone call was made to each of these 37 hospitals to find out if 
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the addressee was serving with the hospital at that time. Twenty-five addressees were 

found to be working with their respective hospitals. Twelve addressees no longer 

belonged to their respective hospitals for various reasons (e.g., left the hospital, died). 

Therefore, the percentage of nondeliverable addressees was 32. 

Finally, the total number of survey instrument retumed was 246, for a response 

rate of 25 percent. Eight questionnaires had several missing values and were not usable. 

The usable number of responses was 238, for a response rate of 24 percent. After 

adjusting for the percentage of nondeliverable addresses (32 percent) the response rate 

became 35 percent. 

Nonresponse Bias 

The overall response rate of the data collection was 35% (238/678). As a result, 

one might raise questions regarding the possibility of nonresponse bias. MANOVA 

(multivariate analysis of variance) results indicated that nonresponse bias was not a 

problem in this study. 

Literature suggests (Armstrong and Overton 1977) that nonresponse bias can be 

assessed for mail surveys by comparing the responses of early respondents with those of 

late respondents or nonrespondents. The notion is that late respondents will be simUar to 

those in the sample that chose not to respond. As such, one can simply assess group 

effects on the responses to various items measured through the use of MANOVA. For 

the present study, respondents and nonrespondents were compared for both the first and 

second wave of the data collection. The results, shown in Table 3.1, indicate that there 

was no significant difference between respondents and nonrespondents and, therefore, it 

could be assumed that nonresponse bias was not a problem. 
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Table 3.1 Test for the Presence of Nonresponse Bias 

Group Value* F Prob 

>F 

First wave: Respondents vs. Nonrespondents .759 .999 .497 

Second wave: Respondents vs. Nonrespondents 1.35 1.137 .324 

»̂  'T'2 • HoteUing's T -̂statistic 
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Sample Characteristics 

Generalizability of a sample is often a concem in research. However, in cases of 

early theory development, it seems unreasonable, and perhaps undesirable, to require a 

high degree of generalizability from a sample. By choosing a very homogeneous sample 

frame, one can often avoid many uncontrollable background factors that could not 

otherwise be eliminated or controlled for, let alone recognized. Thus, it is quite common 

to use homogeneous sample populations for early theory development and testing (Calder, 

Phillips, and Tybout 1981). 

As mentioned above, the present sample consisted of the administrators and the 

other members of senior management teams of NP hospitals. Several characteristics of 

the individuals who responded and of the hospitals are displayed in Table 3.2. Of the 

respondents, 73.8 percent are the administrators or the chief executive officers or the 

presidents of hospitals and they have overwhelming influence on the decisions taken at 

the top level of hospitals because they have the ultimate legal authority and overaU 

responsibUity for making decisions for the hospital. Further, 61.3 percent of the 

respondents has a business major and is more likely to have some training in business tools 

and techniquies, including marketing. Service experience of these top executives in the 

health care industry were also quite extensive (83 percent with 11 or more years). Thus, 

these executives are more likely to be of aware of the different characteristics of hospitals, 

including the traits that are of interests in this study. Also, 86 percent of the hospitals has 

10 or fewer members in their senior management team. This can allow the chief executive 

officer to become more aware of the opinions of the other members of the top 

management team. Also, most of the hospitals (63.4 percent) have the number of beds at 
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Table 3.2 Demographic profile of respondents. 

Job Title 

Administrator 
Chief Executive Officer 
President 
Vice President 
Marketing Director 
Director 

Education (Major^ 

Business 
Medical 
Health Administration 
Public Health 
Others 

Age 

2 0 - 3 0 
3 1 - 4 0 
4 1 - 5 0 
5 1 - 6 0 
60«&up 

Sex 
Male 
Female 

Years of service in a senior 
management capacity in the 
current hospital 

0-
6 -
11 
16 

5 
10 
-15 
-20 

21 + 

Number 

65 
70 
40 
25 
20 
16 

146 
44 
24 
8 
16 

10 
49 

105 
52 
20 

181 
56 

120 
52 
26 
18 
18 

Percentage 

27.4 
29.5 
16.9 
10.5 
8.4 
6.8 

61.3 
18.5 
10.1 
3.4 
6.7 

4.2 
20.8 
44.5 
22.0 
8.5 

76.4 
23.6 

51.3 
22.2 
11.1 
7.7 
7.7 
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Table 3.2 continued. 

Years working in the. 

health care industry 

0 - 5 
6 - 10 
11 -15 
16-20 
21 + 

Years of service in a senior 
management capacity in 
health care industry 

0 - 5 
6 - 1 0 
11-15 
16-20 
21 -1-

Members in the senior 
management team 

0 - 5 
6 - 1 0 
11-15 
16-20 
21 -f-

Number of beds 

0 - 5 0 
51-100 
101 - 200 
201 - 300 
301 -400 
401 -1-

Total number of beds in this 
hospital's market area 

0 -500 
501 - 1000 
1001 - 2000 
2001 - 3000 
3001 -1-

Number 

18 
23 
40 
54 
102 

32 
51 
54 
38 
61 

92 
111 
21 
6 
7 

43 
56 
52 
31 
24 
32 

82 
71 
38 
9 

21 

Percentage 

7.6 
9.7 

16.9 
22.8 
43.0 

13.6 
21.6 
22.9 
16.1 
25.8 

38.8 
46.8 
8.9 
2.5 
3.0 

18.1 
23.5 
21.8 
13.0 
10.1 
13.4 

37.1 
32.1 
17.2 
4.1 
9.5 
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Table 3.2 continued 

Type of hospital 

Not-for-profit (non-government) 
Not-for-profit(govemment) 

Number 

232 
6 

Percentage 

97.5 
2.5 
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200 or fewer. Consequently, the hospital size effect on the analysis can be expected to be 

minimal. Likewise, in most of the cases (69.2) the total number of beds in the market 

areas of the respective hospitals is 1000 or fewer. This means minimum "noise" from the 

size of the market area in the study. Therefore, these respondents were in the best 

positions for describing the organizational characteristics of their respective hospitals. 

Next, in Chapter IV, the measurement model analysis will be discussed. 
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CHAPTER IV 

THE MEASUREMENT MODEL 

Stmctural equation modeling programs, such as LISREL, aUow the simultaneous 

evaluation of the qualities of the measures and the ability of the structural model to 

capture the causal relations of the unobserved constructs. Anderson and Gerbing (1988) 

advocated a two step approach to stmctural equation modeling. In the two-step approach, 

the measures are analyzed simultaneously but separately from the stmctural model to 

determine the quality of the measures in terms of their validity and reliability. The 

approach used here followed many of Anderson and Gerbing's suggestions. For each of 

the constmcts measured with reflective indicants in this study, multiple indicants were 

obtained. Anderson and Gerbing (1988) pointed out the desirability of obtaining 

unidimensional measurements for reflective constructs. For each of the constructs in this 

study, both common factor analysis and confirmatory factor analysis were used. The 

reasoning for this was that several of these scales had not been used previously, and thus 

the specification of the underlying factor structure for each of the constructs was 

somewhat exploratory. Once items and the underlying structure had been tentatively 

selected for each construct, all items were combined for the confirmatory factor analysis in 

LISREL VII, as suggested by Anderson and Gerbing (1988). 

Exploratory Common Factor Analysis 

The procedures and results of the common factor analyses performed on all the 

scales used to measure the constructs of this study are discussed as follows. 
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Market Orientation Scales 

In order to determine whether market orientation is a three-dimensional constmct 

and whether items selected as measures of these three dimensions were appropriate, all 14 

indicants (vl through vl4) used to measure the three dimensions of market orientation 

were factor analyzed for three hypothesized factors. The results revealed some problems. 

As can be seen in Table 4.1, the items exhibited an inability to discriminate among the 

three hypothesized dimensions of market orientation. An examination of the factor 

loadings revealed that out of the total of 14 items, 8 items pertaining to patients loaded 

highly on one factor. Three items pertaining to donors loaded highly on another factor. 

One item (v2) did not load highly with any factors and was deleted. Two items (vl3 and 

vl4) loaded separately on a third factor. However, these two items (vl3 and vl4) loaded 

highly with the patient factor in the nonrotated factor pattern. Also, since the first two 

factors explained 95 percent of the variance, a third factor was not necessary. Therefore, 

aU the remaining 13 items (vl, v3 through vl4) were again factor analyzed forcing for two 

factors as can be seen in Table 4.2. 

The factor analysis resulted in a unidimensional market orientation construct. 

Since the items were related to two distinct markets, patients and donors, two scales for 

measuring market orientation emerged. One scale was for measuring market orientation 

with respect to tlie patient market (10 items) and another scale was for measuring market 

orientation related to the donor market (3 items). These two scales of market orientation 

were labeled as market orientation (patient) and market orientation (donor), respectively. 

Each of the scales of market orientation later were subjected to measurement model 

analysis in LISREL VII. 
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Table 4.1 Factor analysis: all market orientation items. 

Loadings Item 
f 1 ^2 h Intelligence Generation 
.55 .19 .07 vl Understanding patients' needs. 

.29 .24 .13 v2 Understanding how environmental factors 
(e.g., govemment regulation, technology) 
influence patients' needs. 

.41 .18 .39 v3 Understanding how the marketing programs 
of competitors influence patients' 
expectations and service preferences. 

.14 .75 .11 v4 Understanding the interests and motivations 
of financial and nonfinancial donors. 

.55 .19 .42 v5 Utilizing as many means as possible to 
generate market information (e.g., 
interaction with patients and donors, in-
house market research, patient satisfaction 
survey, etc.). 

Intelligence Dissemination 
.73 .12 .16 v6 Ensuring that market information is 

communicated to all relevant departments 
in the hospital. 

.61 .15 .27 v7 Conducting interdepartmental meetings to 
discuss market trends and developments. 

.57 .08 .18 v8 Disseminating data on patient satisfaction 
to all relevant departments. 

Intelligence Responsiveness 
.66 .10 .26 v9 Developing products and services based on 

information conceming patients' needs. 

.58 .09 .43 vlO Developing systems to promote, deliver, and 
price your products and services based on 
information concerning patients' needs. 

.35 .24 .80 vll Utilizing marketing techniques (e.g., market 
segmentation, product differentiation, 
competitive analysis) to develop new 
products and services. 
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Table 4.1 continued. 

Loadings 
fl f2 
.28 .28 

.14 .85 

.19 .81 

.78 

.15 

.30 

vl2 

vl3 

vl4 

Item 
Intelligence Responsiveness 

Utilizing marketing techniques (e.g., market 
segmentation, product differentiation, 
competitive analysis) to develop systems to 
promote, deliver, and price products and 
services. 

Developing programs to attract financial and 
nonfinancial donations based on information 
conceming the interests and motivations of 
donors. 

Utilizing marketing techniques (e.g., market 
segmentation, product differentiation, 
competitive analysis) to develop programs to 
attract financial and nonfinancial donors. 
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Table 4.2 Factor analysis: reduced set of market orientation items. 

Loadings 
fl 
.48 

.54 

.67 

.70 

.66 

.58 

.69 

.72 

.70 

.63 

f2 
.15 

.23 

.24 

.10 

.17 

.08 

.10 

.13 

.37 

.41 

vl 

v3 

v5 

v6 

v7 

v8 

v9 

vlO 

vl l 

vl2 

Item 
Patient Orientation 

Understanding patients' needs. 

Understanding how the marketing programs 
of competitors influence patients' 
expectations and service preferences. 

Utilizing as many means as possible to 
generate market information (e.g., 
interaction with patients and donors, in 
house market research, patient satisfaction 
survey, etc. 

Ensuring that market information is 
communicated to all relevant departments in 
the hospital. 

Conducting interdepartmental meetings to 
discuss market trends and developments. 

Disseminating data on patient satisfaction to 
all relevant departments. 

Developing products and services based on 
information concerning patients' needs. 

Developing systems to promote, deliver, and 
price products and services based on 
information concerning patients' needs. 

Utilizing marketing techniques (e.g., market 
segmentation, product differentiation, 
competitive analysis) to develop new 
products and services. 

Utilizing marketing techniques (e.g., market 
segmentation, product differentiation, 
competitive analysis) to develop systems to 
promote, deliver, and price products and 
services. 
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Table 4.2 continued. 

Loadings 
fl 
.14 

.15 

.28 

f2 
.74 

.85 

.84 

v4 

vl3 

vl4 

Item 
Donor Orientation 

Understanding the interests and motivations 
of financial and nonfinancial donors. 

Developing programs to attract financial and 
nonfinancial donations based on information 
conceming the interests and motivations of 
donors. 

Utilizing marketing techniques (e.g., market 
segmentation, product differentiation, 
competitive analysis) to develop programs to 
attract financial and nonfinancial donors. 
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Professionalism Scales 

Nine items were used to measure the three dimensions of professionalism. All the 

9 items were subjected to a common factor analysis for three factors. The analysis 

revealed three distinct hypothesized factors (see Table 4.3). The loading of the last item 

(v23) of professional ethics was substantially lower than the others. Once again, this was 

the only item, out of the total of 9 items that related specifically to donors. When 9 items 

were forced to four factors, the only donor related item loaded on a separate factor (see 

Table 4.4). Therefore, v23 was used for measuring professional ethics with respect to 

donors. The two scales of professional commitment and professional education did not 

have any items specifically concerned with donors. Therefore, no scales emerged for these 

two constructs with respect to donors. The three scales for measuring professional 

commitment, professional education, and professional ethics with respect to patients and 

one scale for measuring the professional ethics with respect to donors were further 

analyzed for their measurement properties in LISREL VII. 

Entrepreneurship Scales 

Eleven items (v24 through v32) were used to measure the three conceptually 

closely related components of entrepreneurship. All the items were factor analyzed for 

three factors. Results did not produce three components (see Table 4.5). Six items (v24, 

v26, v27, v28, v30, and v31) related to patients (variables) loaded on one factor. Three 

items (v25, v29, and v32) concerning donors (variables) loaded on another factor. Two 

items pertaining to risk loaded separately on a third factor. Since the first two factors 

explained 91 percent of the variance, a third factor was not needed. Therefore, v33 and 

v34 were deleted. Again, all remaining items were factor analyzed for two 
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Table 4.3 Factor analysis: all professionalism items. 

Loadings Item 
fl f2 fs Professional Commitment 
.08 .20 .65 vl5 I don't think of my work as just a job, it 

is something much more important. 

.23 .24 .46 vl6 The senior management personnel of my 
hospital are very dedicated to their 
careers in the health care management 
field. 

•21 -03 .57 vl7 I would personally remain in this 
profession even if I were offered more pay 
from some other profession (outside the 
health care management field). 

Professional Education 
.65 .22 .21 vl8 I strongly believe in the importance of 

continuing professional education (e.g., 
attending seminars, workshops, and 
conferences on various issues conceming 
professional education. 

.80 .14 .20 vl9 The senior management personnel of my 
hospital strongly believe in continuing 
professional education. 

.73 .15 .17 v20 My hospital encourages and supports the 
involvement of senior management 
personnel in professional development 
programs. 

Professional Ethics 
.09 .78 .16 v21 I always place the interests of my patients 

before my own self interest. 

.23 .78 .13 v22 The senior management personnel of my 
hospital always place the interests of our 
patients before their own self interests. 

.18 .24 .15 v23 It is important to me to clearly and 
tmthfuUy communicate to both financial 
and nonfinancial donors the purpose of 
their donations. 
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Table 4.4 Factor 

fl 
.08 

.26 

.21 

.66 

.80 

.72 

.10 

.24 

.16 

analysis: professionalism items used. 

Loadings 
f2 fs 
.18 .64 

.26 

.01 

.21 

.13 

.12 

.76 

.78 

.20 

.47 

.56 

.21 

.19 

.15 

.16 

.13 

.13 

f4 
.16 

-.16 

.12 

.05 

.06 

.19 

.18 

.07 

.33 

vl5 

vl6 

vl7 

vl8 

vl9 

v20 

v21 

v22 

v23 

Item 
Professional Commitment 

I don't think of my work as just a job, it 
is something much more important. 

The senior management personnel of my 
hospital are very dedicated to their 
careers in the health care management 
field. 

I would personally remain in this 
profession even if I were offered more pay 
from some other profession (outside the 
health care management field). 

Professional Education 
I strongly believe in the importance of 
continuing professional education (e.g., 
attending seminars, workshops, and 
conferences on various issues conceming 
professional education. 

The senior management personnel of my 
hospital strongly believe in continuing 
professional education. 

My hospital encourages and supports the 
involvement of senior management 
personnel in professional development 
programs. 

Professional Ethics 
I always place the interests of my patients 
before my own self interest. 

The senior management personnel of my 
hospital always place the interests of our 
patients before their own self interests. 

Professional Ethics CDonors^ 
It is important to me to clearly and 
tmthfully communicate to both financial and 
nonfinancial donors the purpose of their 
donations. 
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Table 4.5 Factor analysis: all entrepreneurship items. 

Loadings Item 
1̂ h h Innovativeness 

.72 .21 .19 v24 Introducing new products and services for 
patients. 

.33 .79 .15 v25 Introducing new programs to attract both 
financial and nonfinancial donors. 

.73 .22 .19 v26 Opening new markets. 

•̂ 1 -16 -29 v27 Introducing new methods and techniques of 
delivering services. 

Proactiveness 
.62 .18 .15 v28 Seeking unique and novel ways to satisfy 

patients. 

.26 .88 .11 v29 Seeking unique and novel ways to increase 
donations (both financial and nonfinancial) 

.62 .34 .14 v30 Performing Research and Development 
activities (e.g., new product/service 
development, new facUity development, new 
market development, new delivery systems 
development). 

.73 .20 .22 v31 Searching for new markets. 

.20 .87 .14 v32 Searching for opportunities to attract new 
financial and nonfinancial donors. 

Risk Taking 
.29 .17 .86 v33 Taking risks in times of environmental 

uncertainty. 

.30 .14 .86 v34 Taking risks in general. 
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factors (see Table 4.6). Two scales for measuring entrepreneurship emerged. One scale 

measured entrepreneurship with respect to patients and another scale measured 

entrepreneurship with respect to donors. Each of the scales later was subjected to a 

confirmatory factor analysis in LISREL VII. 

Perception of Competition Scales 

In addition to the 4 items (v43, v44, v45, and v46) for measuring the perception of 

competition as a source of threat, 8 other items (v35 through v42) were included in the 

survey instmment to measure the perception of the presence of competition and the 

perception of the intensity of competition. All the 12 items were factor analyzed for three 

factors. Two factors emerged. Items related to the perceptions of the presence and of 

the intensity of competition loaded together on one factor (see Table 4.7). The first two 

items (v35 and v36) did not load highly on any of the factors. These two items were 

among the 5 items, out of the total of 57 items, where respondents were asked to indicate 

the position of a statement along a continuum ranging from low to high, where high is 

desirable for the hypothesized model. This answer category was not consistent with the 

answer category used for the other 52 items where respondents were asked to indicate the 

degree to which they agree or disagree with various statements; where agreement is 

desirable for the model. The low loadings of v35 and v36 could be attributed to the 

carelessness of some respondents (not recognizing the distinction between the categories 

of "low to high" and "agree to disagree"). After consultation with the committee, all the 5 

items (using "low to high") were deleted from the analysis. The three other deleted items 

(v55, v56, and v57) were the last three items of the performance measure and will be 
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Table 4.6 Factor analysis: entrepreneurship items used. 

Loadings Item 
^ f2 Entrepreneurship TPatient̂  
• ^ -̂ ^ v24 Introducing new products and services for 

patients. 

•̂ ^ -32 v26 Opening new markets. 

•̂ ^ -24 v27 Introducing new methods and techniques of 
delivering services. 

•^' -27 v28 Seeking unique and novel ways to satisfy 
patients. 

•̂ ^ -42 v30 Performing Research and Development 
activities (e.g., new product/service 
development, new facility development, new 
market development, new delivery systems 
development). 
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.29 

.10 

v31 

v33 

Searching for new markets. 

Taking risks in times of environmental 
uncertainty. 

.77 .07 v34 Taking risks in general. 

Entrepreneurship TDonor') 
.30 .81 v25 Introducing new programs to attract both 

financial and nonfinancial donors. 

.22 .89 v29 Seeking unique and novel ways to increase 
donations (both financial and nonfinancial) 

.19 .87 v32 Searching for opportunities to attract new 
financial and nonfinancial donors. 
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Table 4.7 Factor analysis: aU perception of competition items. 

Loadings Item 
f 1 ^2 fs Perception of the Presence of 

Competition 
-.00 .00 .04 v35 The number of competitive health care 

organizations in my hospital's market area 
that offer the same kinds of patient 
services is..(low to high). 

.02 -.03 -.01 v36 The number of competitive health care 
organizations in my hospital's market area 
that try to attract the same kinds of 
donors (both financial and nonfinancial) 
is..(low to high). 

.64 .19 -.34 v37 The patients my hospital serves have 
numerous alternative health care 
organizations that provide services similar to 
ours. 

.82 -.09 .14 v38 The financial and nonfinancial donors to 
my hospital have numerous alternative 
types of charitable and other organizations 
they could donate. 

Perception of the Intensity of 
Competition 

.75 .29 -.37 v39 My hospital faces intense competition for 
patients. 

.86 -.05 .28 v40 My hospital faces intense competition for 
donors (both financial and nonfinancial). 

.82 .16 -.15 v41 The competition for patients in my 
hospital's market area is growing. 

.85 -.07 .30 v42 The competition for donors (both financial 
and nonfinancial) in my hospital's market 
area is growing. 
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Table 4.7 continued 

.08 .66 

.06 .69 

.19 .59 

.18 .62 

-.06 

-.09 

.51 

.48 

v43 

v44 

v45 

v46 

Perception of Competition as a Threat 
Perceive competition for patients as a 
threat to long term prosperity. 

Perceive competition for patients as a 
threat to short term prosperity. 

Perceive competition for donors as a 
threat to long term prosperity. 

Perceive competition for donors as a threat to 
short term prosperity. 
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discussed later. Out of the remaining 10 items, 6 items (v37, v38, v39, v40, v41, and v42) 

loaded on one factor and four items (v43, v44, v45, and v46) loaded highly on another 

factor (see Table 4.7). 

In order to produce two scales, one for the patient market and another for the 

donor market, for each of the above two factors, each factor was further factor analyzed 

forcing two factors (see Table 4.8). Two scales for measuring the perception of the 

presence and intensity of competition emerged, one for patients (v37, v39, and v41) and 

the other for donors (v38, v40, and v42). Likewise, two scales for measuring the 

perception of competition as a source of threat were created, one for patients (v43 and 

v44) and one for donors (v45 and v46). Each of these four scales was further tested in a 

confirmatory factor analysis using LISREL VII. 

Perception of Demand Faced by the Organization 
as Under and/or Over Scales 

In the absence of any previous scales for measuring the perception of demand 

faced by the organization as under and/or over, two single item scales were developed. 

One scale (with v47) was used to measure the perception of demands from patient faced 

by the organization as under and/or over and another scale (with v48) was used to 

measure the perception of demand from donors faced by the organization as under and/or 

over (see Table 4.9). It can be noted here that in this study donation is viewed as a 

transaction not as a transfer. Individuals have several motives underlying their giving 

behavior. People give to get response or recognition, reduce fear, reduce social pressure, 

or feel "altmistic." Therefore, people have a demand for giving or helping (Kotler and 

Andreasen 1991). 
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Table 4.8 Factor analysis: perception of competition items used. 

Loadings Item 
fl f2 fs f4 Perception of the presence of 

competition for patients 
.28 .72 .04 .09 v37 The patients my hospital serves have 

numerous altemative health care 
organizations that provide services 
simUar to ours. 

.38 .77 .02 .24 v39 My hospital faces intense 
competition for patients. 

.63 .51 -.01 .24 v41 The competition for patients in my 
hospital's market area is growing. 

Perception of the presence of 
competition for donors 

.74 .36 .10 -.10 v38 The financial and nonfinancial 
donors to my hospital have 
numerous alternative types of 
charitable and other organizations 
they could donate. 

.84 .26 .20 -.05 v40 My hospital faces intense 
competition for donors (both 
financial and nonfinancial). 

.90 .17 .14 .00 v42 The competition for donors (both 
financial and nonfinancial) in my 
hospital's market area is growing. 

Perceive competition for patients as 
a threat 

-.00 .10 .24 .65 v43 Perceive the competition for patients 
as a threat to long term prosperity. 

-.05 .14 .24 .67 y44 Perceive the competition for patients 
as a threat to short term prosperity. 

Perceive competition for donors as a 
threat 

.16 .00 .76 .25 v45 Perceive the competition for donors 
as a threat to long term prosperity. 

.13 .04 .77 .27 v46 Perceive the competition for donors 
as a threat to short term prosperity. 
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Table 4.9 Perception of demand items used. 

Item 
Demand for Patients 

v47 The current level of demand for my hospital's products and services 
is..(below what we can service to more than what we can service). 

Demand for Donors 

v48 The current level of donations (financial and nonfinancial) received by my 
hospital is..(less than adequate to more than adequate). 
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Performance Scales 

Performance measures were considered as formative in this study. Two scales 

were created for measuring performance, one for the patient market and another for the 

donor market. Table 4.10 reports the results of the principal component analysis for 

the two scales. Four items (v49, v51, v52, and v53) were used to measure performance 

with respect to the patient market and two items (v50 and v54) were used to measure 

performance conceming the donor market. 

Respecification of the Structural Model 
Based on Common Factor Analysis 

The above common factor analyses resulted in a number of changes in the 

underlying structures of some constructs and in the indicants used to measure different 

constructs in this study. The hypothesized three-dimensional constmct of market 

orientation emerged as a unidimensional constmct. Two scales for measuring market 

orientation were created~one for the patient market and another for the donor market. 

The constmct of professionalism and its three dimensions were found to be consistent 

with the hypotheses. The scales for measuring professional commitment and professional 

education did not have any indicants related to donors. Therefore, these two constructs, 

professional commitment and professional education, did not have separate scales related 

to donors. However, two scales were created for measuring professional ethics, one 

related to patients and another to donors. Although entrepreneurship was hypothesized 

as a unidimensional construct, three conceptually closely related components of 

entrepreneurship were expected. But the factor analysis did not distinguish among the 

three components. Again, two scales for entrepreneurship emerged, one related to 

patients and another to donors. Similarly, items for measureing the perception of the 
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Table 4.10 Component analysis: performance items used. 

Loading 

.43 

.51 

.54 

.52 

.71 

.71 

v49 

v51 

v52 

v53 

v50 

v54 

Item 

Performance with respect to patients 
The quality of care offered by my hospital has 
improved. 

The revenues (e.g., reimbursement from medicare, 
insurance, etc.) of my hospital have increased. 

The financial position of my hospital has improved. 

The patient satisfaction of my hospital has 
improved. 

Performance with respect to donors 
The total donations (both financial and 
nonfinancial) to my hospital have increased. 

The satisfaction of financial and nonfinancial donors 
to my hospital has improved. 
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presence and intensity of competition produced two scales, one for the patient market and 

another for the donor market. Two scales were also emerged for measuring the 

perception of competition as a source of threat, one related to patients and another to 

donors. Likewise, two separate scales were created to measure the perception of demand 

from patients faced by the hospital as under and/or over and the perception of demand 

from donors faced by the hospital as under and/or over. FinaUy, two separate scales were 

created to measure the performance of hospitals-one with respect to patients and another 

with respect to donors. 

Essentially, two models of market orientation, one for the patient market and 

another for the donor market, evolved from the above analyses. The market orientation 

model for patients has the central unidimensional constmct of market orientation 

(patient). The predictor variables include professional commitment, professional 

education, professional ethics, entrepreneurship, perception of the presence and intensity 

of competition, perception of the competition as a threat, and the perception of demand 

from patients faced by the hospital as under and/or over. The consequences of market 

orientation is represented by the performance variable (see Figure 4.1). Likewise , the 

market orientation model for donors has its core constmct market orientation (donors). 

The predictor variables include professional ethics, entrepreneurship, perception of the 

presence and intensity of competition, perception of the competition as a threat, and the 

perception of demand from donors faced by the hospital as under and/or over. Finally, 

the outcome of the model is represented by the performance variable (see Figure 4.2). 

Each of the above two models of market orientation were subjected to a confirmatory 

factor analysis in LISREL VII. 
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Figure 4.1 Market Orientation Model (Patient) 
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ANTECEDENT MARKET ORIENTATION OUTCOME 

Performance 
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Figure 4.2 Market Orientation Model (Donor) 
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Measurement Model Analysis in LISREL 
(Confirmatory Factor Analysis) 

The constmcts and their respective indicants of the market orientation model 

(patient) are displayed in Table 4.11. Likewise, the constructs and their respective 

indicants of the market orientation model (donors) can be seen in Table 4.16. The 

market orientation model (patient) consists of 9 constmcts and 31 indicants and the 

market orientation model (donor) consists of 7 constructs and 14 indicants. Each of the 

two models was tested separately. Before describing the results of the confirmatory factor 

analyses, a brief description of the concept of the measurement model analysis is given 

below. 

The measurement model can be represented by two equations. The first, y = K^ 

-f- e, specifies the relations between the observable indicants (the p x 1 vector y) and the 

endogenous latent constructs {rj) through the loadings (the p x m matrix Ay of Ay's) of the 

observable indicants and their error terms (the p x 1 vector e). The second equation, x = 

A^ + <5, specifies the same relations for the indicants (x's) of the independent or 

exogenous latent constructs (̂ ) through the indicants' loadings (the k^s of the matrix AJ 

and their error terms (<5). Typically, however, during the measurement model phase of the 

analysis one doesn't discriminate between the endogenous and exogenous constructs. 

Thus, for simplicity, all items are treated as indicants of exogenous variables. 

When multiple indicants of a latent construct are used either one indicant's 

coefficient (A) for the construct is set equal to 1.00 or the diagonal of the phi matrix is 

constrained at 1.00, giving all factors unit variance (Anderson and Gerbing 1988). This 

sets the scale for the latent construct to be the same as the observed indicator. LISREL 
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Table 4.11 Constructs and Indicants for Market Orientation Model-Patients 

Construct 

Market orientation 

Performance 

Professional commitment 

Professional education 

Professional ethics 

Entrepreneurship 

Perception of the presence of 
the competition 

Perception of the competition 
as a source of threat 

Perception of demand faced by 
hospital as under and/or over 

Total number of constructs : 
Total number of indicants : 

the 

9 
31 

Indicant 

vl, v3, v5, v6, v7, v8, v9, vlO, vll, 
and vl2 

PFl = (v49-l-v51-l-v52+v53)/4 

vl5, vl6, and vl7 

vl8, vl9, and v20 

v21 and v22 

v24, v26, v27, v28, v30, and v31 

v37, v39, and v41 

v43 and v44 

v47 
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can use either covariance or correlation matrices as input, with the covariance matrix 

being the most commonly analyzed in marketing; this study used the covariance matrix. 

Because single indicators were used for each of the formative constmcts, it was 

necessary to specify the relationship between these indicators and their respective 

constmcts. Based on an analysis of the expected variance of a measure, Howell (1987, p. 

120) has suggested that if "A's are to be constrained, their values should be fixed at a^^." 

The question then arises as to what amount of error variance should be expected. If the 

error variances (0^ and 0^) are fixed at zero, this would imply that the constmcts had 

been measured without error. However, as Hayduk (1987) points out, some error in 

measurement is hkely even in constructs as straightforward as the respondent's sex, for 

one or two respondents may simply not pay attention and check the wrong box. 

Therefore, a measurement error of 19 percent was assigned to the measure for each single 

indicant construct and the A's were fixed at the square root of 81 percent of the variance. 

Once the scales have been set and allowances made for the error portion of the 

variance of single indicant measures, the LISREL program attempts to find a solution for 

the equation x = A^ -I- <5, given the hypothesized measurement model's parameters, that 

provides a model-specified variance-covariance matrix 2, that best reproduces the observed 

variance-covariance matrix S. Thus, it is one objective of the measurement model phase 

of the analysis to arrive at a group of indicators for each latent construct whose variance is 

largely composed of the common variance between the items of the constmct intended, 

while little variance is either (a) unexplained (indicated by large terms appearing on the 

diagonal of the variance-covariance matrix of error terms, 0^, where 1 - 0^/a^ = 

reliability), (b) commonly shared with multiple items proposed to measure some other 

constmct(s) (indicated by large modification indices for AJ, or (c) shared with one or 
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more indicants of the intended construct, or indicants of another constmct, this shared 

variance not being commonly shared by aU items of the given constmcts(s) (indicated by 

large off-diagonal terms for the modification indices of matrix 0$). 

In addition to these sources of information, LISREL provides standardized 

residuals to help assess the fit of the model. The standardized residual is derived from the 

fitted residual, which is simply the difference between the elements of the observed 

variance-covariance matrix S and the fitted matrix 2. Because of the difficulty in 

interpreting the meaning of these fitted residuals, LISREL produces the standardized 
• » 

residuals by dividing the fitted residual by its asymptotic standard error. In large sample 

sizes, these standard residuals can be interpreted as standard deviates and therefore are 

generally considered large if they exceed 2.00-2.58 (Joreskog and Sorbom 1989, Dillon and 

Goldstein 1984). 

Following this approach in the current study, items were candidates for deletion 

from the model if they (a) showed several large (>2.58) residuals with other indicants, (b) 

displayed nonsignificant loadings (AJ for the expected construct, (c) shared large, 

unexplainable shared variance due to error (0^'s) with other indicants, as indicated in the 

modification indices for 0^, or (d) shared common variance with multiple indicators of 

some other construct(s), as indicated by large modification indices for A^ At each stage, 

it was necessary to bear in mind that the most defensible decision is that which is based 

not only on statistical indicators, but on content considerations and the underlying theory 

of the model as well. Items were deleted in a stepwise fashion, as indicated later in this 

chapter in Table 4.12 and in Table 4.17 (p. 102). After a brief discussion of the overall fit 

measures, the discussion elaborates on the general procedure used for the measurement 

model analysis and respecification. 
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Table 4.12 Summary of the Measurement Model (Patient) Respecification Process 

Changes Made From Previous Test 

None 

Free TD(10,9) - Allows v l l and 
vl2 error terms to correlate. 

Delete v31 

Delete v28 

Delete v6 

Delete vl6 

G H 

.810 

.840 

.852 

.862 

.873 

.880 

AGFT 

.764 

.801 

.815 

.824 

.836 

.843 

RMR 

.049 

.048 

.047 

.046 

.045 

.045 

^2 d.f. 

825.79 400 
(p=.000) 

706.13 399 
(p=.000) 

625.12 370 
(p=.000) 

572.59 342 
(p=.000) 

501.03 315 
(p=.000) 

453.00 289 
(p=.000) 
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LISREL provides four measures of overall fit of measurement and stmctural 

models: (1) the chi-square (x^ statistic, (2) the goodness-of-fit index (GH), (3) the 

adjusted goodness-of-fit statistic (AGH), and the root mean squared residual (RMR). In 

those cases where the sample size is sufficiently large and the model is correctly specified, 

ji^ can be used to test the model against the altemative that 2, the population covariance 

matrix, is unconstrained. Although, often viewed as a test statistic for testing the 

hypothesis that the model-implied 2 is superior to 2 unconstrained, this is usually not valid 

(Joreskog and Sorbom 1989, p. 43). As noted by Dillon and Goldstein (1984, p. 479), 

technically the x^ statistic is only valid when (1) all the observed variables have a 

multivariate normal distribution; (2) the analysis is based on the sample covariance matrix; 

and (3) the sample size is fairly large. Furthermore, as the ;t̂  is a direct function of the 

sample size, with large samples it is very likely that any 2 will be found to be different 

from S. As such, the x^ can more appropriately be used as a general measure of goodness 

or badness, of fit, where large values in relation to the number of degrees of freedom 

(d.f.) indicate bad fit, and smaller relative values indicate good fit. Joreskog and Sorbom 

advise that the x^ measure be used in comparative model fitting, where models with x^:±i. 

ratios larger than competing models are less likely to reflect reality. 

The goodness-of-fit index and goodness-of-fit index adjusted for degrees of 

freedom (adjusted goodness-of-fit or AGFI) measure represent a comparison of the fit 

function after (numerator) and before (denominator) any model has been fitted. Like x^^ 

GFI and AGFI can be used to compare alternative models. The root mean squared 

residual is a measure of the average of the fitted residuals, must be interpreted in relation 

to the size of the variances and covariances observed in matrix S, the covariance matrix for 
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the observed data, and is most useful when all observed variables are standardized 

(Joreskog and Sorbom 1989, p. 44). 

In general, the root mean squared residual is most appropriately applied to 

comparing altemative models based on the same set of data. Goodness-of-fit indicators 

(GFI, AGFI) are similarly useful for this task, but also may be used to compare fit 

functions for models of different data. The following sections describe the measurement 

model analysis of the two models, market orientation model (patient) and market 

orientation model (donor). 

Measurement Model Analysis of the 
Market Orientation Model TPatient) 

Table 4.11 shows the 9 constmcts and the 31 indicants of the measurement model 

for market orientation (patient). The variances of all the multi-indicant factors were fixed 

to 1.0 each. For the two single item constmcts, 19 percent of the total variance was 

attributed to each of the error terms and the rest 81 percent to each of the variables. The 

variance of the performance measure was .731. This was accordingly aUocated as A, = .77 

and Si = .1381. SimUarly, the variance of the other single item constmct, perception of 

demand faced by the organization as under and/or over, was allocated as Â  = .39 and 6^ 

= .0449. All constmcts were allowed to intercorrelate freely, such that aU lack of fit 

(beyond sampling error) can be attributed to shortcomings in measurement. 

Using a covariance matrix as input, the initial test of the measurement model 

revealed substantial lack of fit (x^ = 825.79, p = .000, d.f. = 400, GH = .810, AGH = 

.764, RMSR = .281). In the next step, two primary sources of model misfit were 

investigated. One was the pattern of standardized residuals (Anderson and Gerbing 1988) 

and the other was the modification indices (Bagozzi and Yi 1988). 
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The largest modification index (MI) was 119.80 for TD(10,9). This MI suggests 

letting the error terms of vll and vl2 to correlate. Upon examination, it was found that 

vll and vl2 were worded very simUarly, both started with the phrase "utiUzing marketing 

techniques," and might have been perceived identical by the respondents, perhaps 

introducing method artifact into the measure. These two variables also shared the largest 

standardized residual (10.945). Further, vll shared large unexplainable variances due to 

errors with vl, v6, v7, v9, and v31. Likewise, vl2 displayed large Mis in the 6^ matrix with 

v6, v7, v8, v9, vll, and v28. However, since these two variables were beUeved to be 

associated with the core meaning of the constmct, it was decided not to delete these 

items. Instead, the error terms were allowed to correlate. Support for such action can be 

found in Byme, Shavekon, and Muthen (1989). This action resulted into some 

improvement in the fit measures (x^ = 706.13, p = .000, d.f. = 399, GH = .840, AGH = 

.801, RMSR = .048). 

Further examination of the Mis and the standardized residuals resulted in the 

identification of the most troublesome variable, v31. This variable shared large 

standardized residuals with vll, vl2, v26, and v30. Also, v31 was sharing large error 

variances with v8, v24, v26, v27, and v30. The essence of this item "searching for new 

markets" was well captured by two other items in the scale, namely, "opening new markets" 

and "new market development." Therefore, it appeared that the deletion of this item 

would not reduce the meaning of the constmct. Thus, following Anderson and Gerbing's 

(1988) suggestion, v31 was deleted from the analysis. This resulted further improvement 

in the model (x^ = 625.12, p = .000, d.f. = 370, GH = .852, AGH = .815, RMSR = 

.047). 
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The next potential candidate for deletion was identified as v28. This variable 

shared large standardized residuals with v9, v20, and v22. Also, it showed large Mis in the 

A, matrix with the factors of market orientation and professional ethics. Further, it shared 

large error variances with v8, vl7, and v22. This item was worded as "seeking unique and 

novel ways to satisfy patients." Two other items such as "introducing new products and 

services for patients" and "performing R and D activities" were believed to have captured 

the main theme underlying the variable v28. The effect of the deletion of v28 on the 

meaning of the constmct was believed to be minimal. Again, following the 

recommendation of Anderson and Gerbing (1988), v28 was excluded. This created a 

noticeable improvement in the fit measures ix!" - 572.59, p = .000, d.f. = 342, GFI = 

.862, AGH = .824, RMSR = .046). 

A further examination of the standardized residuals and the Mis revealed that v6 

was the next most troublesome variable. It shared a large standardized residual with v7. 

It showed a large MI in the A, matrix with the factor of entrepreneurship. Also, v6 

shared large error variances with v5, v7, v8, vlO, vl2, and v26. Upon reexamination of the 

wording of aU the items of the construct, it was found that v7 (worded as "conducting 

interdepartmental meetings to discuss market trends and developments") and v8 (worded 

as "disseminating data on patient satisfaction to all relevant departments") could weU 

capture the essence of v6 (worded as "ensuring that market information is communicated 

to all relevant departments in the hospital"). Therefore, v6 was deleted from the analysis. 

This measure resulted into further improvement in the fit measures i^ = 501.03, p = 

.000, d.f. = 315, GFI = .873, AGH = .836, RMSR = .045). 

Further search for identifying troublesome items targeted vl6. This variable 

shared large standardized residual with v22. It had large Mis in the A, matrix with 
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professional education and professional ethics. It also had large Mis in the dt matrix with 

vl5, vl7, vl8, v20, and v22. Instead of allowing the error terms to correlate, foUowing the 

recommendation of Anderson and Gerbing, vl6 was deleted from the analysis. Resulting 

fit measures were x^ = 453.00, p = .000, d.f. = 289, GFI = .880, AGH = .843, and 

RMSR = .045. 

The large remaining standardized residuals were related to v27 (with vl7 and v20) 

and v30 (with vll and vl2). In the A, matrix, the largest Mis were vl8 and 

entrepreneurship and v27 and professional education. In the 6^ matrix the largest Mis 

were for vl (with v9 and vll), v5 (with vlO), v8 (with v21), and v26 (with v9). Variable 27 

and v30 were believed to belong to the core of the definition of the constmct of 

entrepreneurship and could not be deleted. The cross-loading of vl8 and 

entrepreneurship and v27 and professional education would undermine the important 

distinction that these measures were designed to reveal. Likewise, if error terms were 

aUowed to correlate, it would be difficult to justify the contribution of this research. 

However, attempts were made to delete some other problematic variables (e.g., v5, vlO, 

vl5, and vl7) and also to correlate some error terms (e.g., v9 with vl and vlO with v5). 

AU such attempts resulted in either nonpositive 0^ matrix or nonpositive sigma matrix. 

Therefore, no further changes in the measurement model were recommended at this stage 

in this analysis. The measurement model respecification process is summarized in Table 

4.12. 

Assessment of Reliability and Discriminant Validity. Both the maximum Ukelihood 

and standardized solution estimates produced identical factor loadings. Table 4.13 displays 

the loadings. Few factor loadings did not meet Bagozzi and Yi's (1988) criterion of .6. 

The central construct, market orientation, had 4 items (vl, v3, y8, and v9) with scores 
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Table 4.13 Measurement Model - Measure Loadings (A's) 

Item 

vl 
v3 
v5 
v7 
v8 
v9 
vlO 
v l l 
vl2 
PFl 
vl5 
vl7 
vl8 
vl9 
v20 
v21 
v22 
v24 
v26 
v27 
v30 
v37 
v39 
v41 
v43 
v44 
v47 

MO 

.417 

.552 

.688 

.632 

.501 

.565 

.618 

.707 

.647 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

PF 

0 
0 
0 
0 
0 
0 
0 
0 
0 
.77 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

PC 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
.346 
.834 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

PED 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
.506 
.633 
.581 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

PEH 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
.518 
.714 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

ENT 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
.735 
.737 
.726 
.713 
0 
0 
0 
0 
0 
0 

POC 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
.892 
1.21 
.864 
0 
0 
0 

PCT 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
.69 
.989 
0 

PD 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
.39 

MO = Market Orientation PF = Performance 
PC = Professional Commitment 
PE = Professional Education PEH = Professional Ethics 
ENT = Entrepreneurship POC = Perception of the presence of competition 
PCT = Perception of competition as a source of threat 
PD = Perception of demand as under and/or over 
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below .6. vl was in the core of the definition of market orientation and could not be 

removed from the analysis. v3 and v9 were marginally less than .6 and were also beUeved 

to be contributing towards enhancing the richness of the constmct. Although v8 had low 

loading, it was decided not to delete this conceptually rich variable. The loading for vl5 

was .346. However, the analysis continued with vl5 because of two reasons. First, there 

were only two indicants for the constmct of professional commitment; thus deletion of 

one item would make it a one indicant constmct. Second, the two items (vl5 and vl7) 

together produced an acceptable constmct reliability score of .664 (see Table 4.14). For 

the constmct, professional education, vl8's loading was .506. Again, it was decided not to 

reduce the number of indicants below 3 for the construct of professional education by 

deleting vl8. The loading of v20 was marginally lower than .6 and was considered 

acceptable for this study. One (v21) of the two indicants of the constmct of professional 

ethics had low loading (.518). However, the two indicants (v21 and v22) together 

produced a high construct reliability score (.862) (see Table 4.14). The loading for v47 

(single indicant scale) was fixed as discussed earlier. All other factor loadings were indeed 

above .6. 

Following the suggestion of Bagozzi and Yi (1988), three reliability measures 

(individual item reliabUity, composite reliability, and average variance extracted) were 

calculated (see Table 4.14). The individual item reliability is defined aspj = 

Ai2VarT/(Ai2VarT + 0 )̂, where T = Vj or 1̂ - The composite reliability is defined asp^ = 

(2Ai)^arT/((2Ai)^arT + 2^^). Finally, the average variance extracted is defined as p̂  = 

2Ai2VarT/(2Ai2VarT + 20^). 

No rules of thumb was suggested for the adequate sizes for individual item 

rehabilities. For composite reliabilities, values greater than about .6 are desirable. Finally, 
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Table 4.14 ReliabUity scores 

Variables 

vl 
v3 
v5 
v7 
v8 
v9 
vlO 
v l l 
vl2 

PFl 

vl5 
vl7 

vl8 
vl9 
v20 

v21 
v22 

v24 
v26 
v27 
v30 

v37 
v39 
v41 

v43 
v44 

v47 

t-values 

7.9 
9.4 
11.8 
10.7 
8.8 
11.8 
12.6 
12.7 
11.4 

Fixed 

7.6 
8.4 

12.4 
15.1 
13.4 

10.6 
13.1 

14.1 
12.6 
14.3 
10.9 

12.7 
18.9 
12.6 

6.9 
8.1 

Fixed 

Individual 
Item 
Reliability 

.260 

.345 

.493 

.424 

.311 

.493 

.546 

.551 

.475 

.81 

.394 

.572 

.546 

.742 

.619 

.555 

.949 

.647 

.554 

.665 

.442 

.550 

.985 

.541 

.393 

.746 

.772 

Constmct 
Reliability 

.561 

.81 

.664 

.565 

.862 

.838 

.871 

.725 

.772 

Average 
Variance 
Extracted 

.436 

.81 

.536 

.639 

.763 

.564 

.697 

.577 

.772 
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for the average variance extracted, values greater than .5 are considered adequate. 

Individual item reliability scores were similar to factor loadings and were discussed earUer. 

With respect to constmct reUability, the scores for market orientation and professional 

education were marginally below .6. The scores for average variance extracted were all 

above .5 except for the score (.436) of market orientation. In this study, market 

orientation was the central constmct. These reliability scores for the scale of market 

orientation were the best that could be obtained in this study. 

Further, all the t-values for item loadings were significant, which suggested the 

presence of convergent validity (Anderson and Gerbing 1988). Anderson and Gerbing 

proposed that a reasonable measure of discriminant validity was to determine if any of the 

confidence intervals (-1-/- two standard errors) for the estimated correlations ((p) for the 

constructs include 1.0. Table 4.15 presents these estimated correlations as well as the 

associated standard errors. The largest correlation score was .631 (between 

entrepreneurship and market orientation) and the largest standard error score was .088. 

All the correlations passed this test comfortably. Therefore, there was no lack of 

discriminant vaUdity for any construct in this study. 

Measurement Model Analysis for the 
Market Orientation Model TDonor) 

Table 4.16 shows the 7 constructs and the 14 indicants of the measurement model 

for the market orientation (donor) model. The variances of aU the multi-indicant factors 

were fixed to 1.0 each. For the 3-single item constructs (i.e., performance, professional 

ethics, and perception of demand from donors faced by the organization as under and/or 

over), the total variance were allocated between the error terms and the variable 

themselves by 19 percent and 81 percent respectively. All constmcts were allowed to 
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Table 4.16 Constmcts and Indicants for Market Orientation Model (Donor) 

Constmcts 

Market Orientation 

Performance 

Professional Ethics 

Entrepreneurship 

Perception of the presence 
of the competition 

Perception of competition as a 
source of threat 

Perception of demand faced by 
the hospital as under and/or 
over 

Total number of constmcts : 7 
Total number of indicants : 14 

Indicant 

v4, vl3, and vl4 

PFl = (v50 -1- v54)/2 

v23 

v25, v29v and v32 

v38, v40, and v42 

v45 and v46 

v48 

100 



intercorrelate freely. Using covariance matrix as input, the initial test of measurement 

model resulted into the foUowing fit measures: x^ = 90.71, p = .005, d.f. = 59, GFI = 

.948, AGH = .907, RMSR = .034. 

Next, the values of standardized residuals and modification indices were examined. 

The largest, and the only, standardized residual was for v32 and v4. In the Â  matrix, the 

largest MI indices was v4 with entrepreneurship and perception of demand. In the Q^ 

matrix, the largest Mis were between v32 and v4 (MI=9.9) and v46 and vl3 (MI=6.3). 

Further improvement of the model fit could only be achieved through either deleting 

items or through allowing errors to correlate and items to cross load. In this model, none 

of the constructs had more than 3 indicants. Therefore, deletion of items was not a viable 

option. Also, to avoid problems associated with correlated error terms and cross loadings, 

it was decided that no items would be allowed to cross load nor would any error terms be 

allowed to correlate. Although the x^ and p-value did not suggest a good fit, other 

measures such as GFI, AGFI, and RMSR were quite favorable for the model fit. 

Therefore, no further changes in the measurement model were recommended. The 

summary of the measurement model respecification process is given in Table 4.17. Next, 

the goodness of the measures themselves will be discussed. 

Assessment of Reliability and Discriminant Validity. Table 4.18 displays the scores 

of factor loadings. All the factor loadings met Baggozi and Yi's (1988) criterion of .6, 

except for v48 which was fixed as discussed earlier. Table 4.19 shows that all t-values for 

item loadings were significant, which provided support for convergent validity (Anderson 

and Gerbing 1988). Table 4.19 also displays aU other reliabUity measures. All individual 

item reliability scores were above .8. Likewise, all constmct reUabiUty scores were above 

.8 (desirable score is .6 and above). Also, the average variance extracted scores were 
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Table 4.17 Summary of the Measurement Model (Donor) Respecification Process 

Changes Made From Previous Test 

None 

on 

.948 

AGH 

.907 

RMSB 

.034 

x' 

90.71 

dX 

59 
(p=.005) 

Table 4.18 Measurement Model - Measure Loadings (A's) 

Variables 

v4 
vl3 
vl4 
PFl 
v23 
v25 
v29 
v32 
v38 
v40 
v42 
v45 
v46 
v48 

MKOR 

.813 
1.057 
.876 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

PF 

0 
0 
0 
.868 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

PE 

0 
0 
0 
0 
.718 
0 
0 
0 
0 
0 
0 
0 
0 
0 

EN 

0 
0 
0 
0 
0 
.971 
1.07 
1.01 
0 
0 
0 
0 
0 
0 

PC 

0 
0 
0 
0 
0 
0 
0 
0 
.971 
1.14 
1.03 
0 
0 
0 

PT 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
.939 
.949 
0 

PD 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
.379 

MKOR=Market Orientation PF=Performance 
PE=Professional Ethics EN=Entrepreneurship 
PC=Perception of the presence of the competition 
PT=Perception of the competition as a source of threat 
PD=Perception of demand faced by the hospital as under and/or over 
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Table 4.19 ReHabUity scores 

Variable 

v4 
vl3 
vl4 

PFl 

v23 

v25 
v29 
v32 

v38 
v40 
v42 

v45 
v46 

v48 

t-value 

13.9 
18.2 
16.5 

Fixed 

Fixed 

16.5 
19.5 
17.7 

15.2 
18.8 
17.4 

10.3 
10.5 

Fixed 

Individual 
ReUabUity Score 

.93 

.97 

.96 

.81 

.81 

.96 

.98 

.97 

.95 

.97 

.97 

.87 

.87 

.81 

Constmct 
ReUabUity 

.99 

.81 

.81 

.99 

.99 

.93 

.81 

Average 
Variance 
Extracted 

.96 

.81 

.81 

.97 

.96 

.87 

.81 
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above .8 (.5 is considered to be adequate). Table 4.20 shows the estimated correlations 

(0) for the constmcts and the associated standard errors. None of the confidence 

intervals (-1-/- two standard errors) for the constmcts included 1.0. Therefore, there was 

no lack of discriminant validity. 

With these two final measurement models, one for market orientation (patient) 

and another for market orientation (donor), analysis of the stmctural model was 

undertaken for each of the two models. The details and results of this analysis are 

discussed in Chapter V. 
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CHAPTER V 

ANALYSIS OF THE STRUCTURAL MODEL 

If the analysis of the measurement model is successful, measurement 

respecification is obviated or minimal during the analysis of the stmctural model. Such 

was the case in the present analysis. The measurement model analysis resulted into two 

separate models, one for the patient market and another for the donor market. The 

results of the analysis of each of the two proposed models are reviewed here. 

The Proposed Structural Model TPatient) 

The structural model proposed in Figure 4.1 was analyzed using the measures that 

resulted from the measurement model analysis listed in Table 4.13 and Table 4.14. The 

results of this analysis are displayed in Table 5.1 and in the illustrated model, shown in 

Figure 5.1. The proposed structural model has a resulting goodness-of-fit index of 0.875, 

AGH = 0.841, RMSR = 0.047, and ^̂ (2%) = 468.88 (p = 0.000). Assessing the results in 

terms of paths, 2 of the 8 proposed paths have the hypothesized direction of signs and 

significant t-values. Thus, 6 of the proposed paths (y^, professional commitment -> 

market orientation; 712, professional education -> market orientation; y^^, professional 

ethics -> market orientation; 715, perception of the presence and intensity of competition -

> market orientation; y^^, perception of competition as a source of threat -> market 

orientation; y^j, perception of the demand faced by the organization as under and/or 

over -> market orientation) are not supported. One of these paths (y^^) had a 

nonsignificant t-value and a sign that was counter to that hypothesized. The other 5 paths 

(yii» yi2» 713' XiS' ^^^ yn) simply had nonsignificant t-values. In addition, the modification 
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Table 5.1 Estimates of the Proposed Stmctural Model (Patient) 

Path 

Market Orientation -> Performance (ySji) 

Professional Commitment -> 
Market Orientation (y^) 

Professional Education -> 
Market Orientation (yjj) 

Professional Ethics -> 
Market Orientation (y^^) 

Entrepreneurship -> Market Orientation (7,4) 

Perception of the presence of competition -> 
Market Orientation (y^) 

Perception of the competition as a source 
of threat -> Market Orientation (ŷ )̂ 

Perception of demand as under and/or 
Market Orientation (ŷ y) 

Goodness-of-Fit Index 
Adjusted Goodness-of-Fit Index 
Root Mean Square Residual 
x' 
d.f. 

• over -> 

: 0.875 
: 0.841 
: 0.047 
468.88 (p= 
296 

EstimateCML) 

=0.000) 

.461 

.060 

.045 

.019 

.415 

.052 

-.043 

.037 

t-value 

4.1 

.983 

.800 

.388 

7.436 

1.145 

-.814 

.799 
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ANTECEDENT MARKET ORIENTATION OUTCOME 

/^j,=0.461 y 

1=4.1 

Performance 

Goodness of Fil Index 
Adjusted Goodness of Fit Index 
Root Me.in S(]iijire Residual 

d.f. 

0.875 
0.841 
0.047 
4f)8.88 (p=().0(K)) 
2% 

urc 5.1 Market Orientation Model (Patient) with Path Coefficients 
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indices for F indicate the need for inclusion of some paths that had not been specified in 

the model. 

Respecification of the Stmctural Model 

Based on the results of the analysis of the proposed stmctural model, steps to 

respecify the model were undertaken. The approach to respecification was consistent with 

that proposed by Joreskog and Sorbom (1990). As noted by Joreskog and Sorbom, only 

those respecification of the stmctural model that can be explained by theory should by 

made. Generally, many alternative models will display equal goodness-of-fit measures, and 

are "observationally equivalent" (p. 94). Therefore, the researcher must make 

respecification in light of substantive arguments for the validity of such modifications, 

relying on theory to guide such arguments. One cannot know simply by observing the 

values of two variables what causal relationship, if any, exists between the variables. 

Knowledge or arguments of any causal relationships can only be made when additional 

information is available, again, such as theory or intuition. 

Following this directive for respecification, Joreskog and Sorbom offer several 

specific suggestions for modification of structural models. First, fixed parameters with 

large modification indices should be relaxed. Next, estimated parameters whose t-values 

are not significant should be fixed at zero and estimated parameters whose signs are not 

supported by theory should be considered for fixing at zero. Finally, modifications should 

be made in steps, with one parameter fixed or freed at a time, and the results carefully 

examined. 

The first respecification of the structural model involved the addition of a path 

from professional education to performance (y22). The modification index (9.41) for this 
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path was the largest. Intuitively, one could expect that those hospital administrators who 

are engaged in continual professional education would leam better how to improve the 

quality of hospital services and also how to better manage the financial aspect of hospitals 

(the essence of the variable performance of hospitals). The path yjj was found to be 

significant (y22 = .234, t = 3.114). 

The second respecification step involved adding a path from the perception of 

competition as a source of threat to performance (y^s). The impact of the competitive 

environment on the performance of any organizations is very likely. In the hospital 

industry, the increasing reduction in hospital use is believed to be caused by the growth of 

altemative providers of health care (e.g., Health Management Organizations -HMOs, 

Preferred Provider Organizations - PPOs, Ambulatory Care Services), who compete by 

offering more convenience and lower price (Conway 1986, Stanfield 1990, Lipp 1991). 

Consequently, a lower utilization of hospital facilities is expected to have a negative 

impact on the financial position, service quality, and patient satisfaction of hospitals. 

Therefore, a direct negative relationship between the perception of competition as a 

source of threat and performance of hospitals is plausible. However, the analysis resulted 

into a nonsignificant relationship (y26 = -.149, t = -1.898). 

In the third respecification step, the path from entrepreneurship of the 

organization and the performance of the organization (y24) was freed. Although, a 

significant indirect effect of entrepreneurship on performance through market orientation 

is evident from the analysis, a direct effect of entrepreneurship on performance is also 

possible. The whole array of new and novel services (e.g., women's health education and 

hospital-sponsored general fitness programs, discounted birthing packages, parenting 

programs, convenience care centers, gourmet food, limousine service, medical credit cards, 
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telephone information services, libraries, specialty cUnics, and a growing array of step-

down and home health services for the over-65 group) being offered by many hospitals 

(characteristics of entrepreneurial hospitals) could have a direct positive impact on the 

quality of services, patient satisfaction, and the financial position of hospitals - the core of 

the performance variable in this study. However, this direct path (y^i) tumed out to be 

nonsignificant (y24 = .114, t = 1.115). Also, the freeing of this path substantially reduced 

the strength of the path /Sji (market orientation -> performance). The value of ̂ 2̂1 

dropped from 0.384 (t = 3.493) to 0.266 (t = 1.762). In addition, no substantial 

improvement in the fit measures is observed (see Table 5.2). Therefore, this path, y^i, was 

deleted from the analysis. 

The fourth respecification involved deleting the path (y^^) which had both a 

nonsignificant coefficient value and a negative sign. Although several authors including 

Conway (1986) and Lipp (1991) indicated that the perception of competition for patients 

as a threat is one of the major factors that drives hospitals towards embracing marketing 

tools and techniques for their pursuit of survival, the results of this study do not support 

this relationship. Deletion of this path also improved the strength of the relationship 

between professional commitment and market orientation (t-value increased from 1.132 to 

1.925). 

The next respecification involved deleting the path from professional ethics to 

market orientation (yjj). This path (yjj) was nonsignificant and was contrary to what was 

hypothesized. It was believed (Badasch 1988, Graham 1990) that when the senior 

management team of hospitals view their patients' interests above their self-interests, they 

are more likely to commit organizational resources for activities that are 
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Table 5.2 Summary of the Stmctural Model (Patient) Respecification Process 

Changes Made From Previous Test 
Proposed Model 

Add Professional Education -> 
Performance (y22) 

Add Perception of Competition 
as a Source of Threat -> 

Performance (yj^) 

Add Perception of Demand -> 
Performance iy^i) 

Add Entrepreneurship -> 
Performance {y2^ 

Delete Perception of Competition 
as a Source of Threat -> 

Market Orientation (yl6) 

Delete Professional Ethics -> 
Market Orientation (yi3) 

Delete Professional Education -> 
Market Orientation (yi2) 

Delete Perception of the State 
of Demand -> 

Market Orientation (yi7) 

Delete Perception of the intensity 
of competition -> 

Market Orientation (yi5) 

Delete Entrepreneurship -> 
Performance (y24) 

Delete Perception of the State 
of Demand -> 

Performance {y^i) 

Delete Perception of Competition 
as a Source of Threat -> 

Performance (yj^) 

G H 
.875 

.879 

.880 

.880 

.880 

.880 

.880 

.880 

.879 

.879 

.879 

.879 

.878 

AGH 
.841 

.845 

.845 

.845 

.845 

.845 

.846 

.846 

.846 

.846 

.847 

.847 

.847 

RMSR 
.047 

.046 

.045 

.046 

.045 

.046 

.046 

.046 

.046 

.046 

.046 

.046 

.046 

X^ M. 
468.88 296 
(p=0.00) 

459.28 295 
(p=0.00) 

456.01 294 
(p=0.00) 

455.09 293 
(p=0.00) 

453.85 292 
(p=0.00) 

454.60 293 
(p=0.00) 

454.68 294 
(p=0.00) 

455.44 295 
(p=0.00) 

456.38 296 
(p=0.00) 

456.89 297 
(p=0.00) 

458.01 298 
(p=0.00) 

459.01 299 
(p=0.00) 

462.20 300 
(p=0.00) 
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directed towards better understanding and better serving the interests of patients (the 

essence of market orientation). However, this study found no support for this 

relationship. 

The sixth respecification involved deleting another nonsignificant path (yi2). This 

hypothesized path from professional education to market orientation was not supported. 

Several authors including Stanfield (1990) and Lipp (1991) believed that those hospital 

administrators who are engaged in continual professional education, they are more likely 

to be exposed to modem marketing concepts and principles. This in tum would lead the 

senior management personnel of hospitals towards allocating organizational resources for 

implementing marketing concepts and principles. However, this study could not support 

the relationship. 

The seventh respecification step involved deletion of the path from the perception 

of demand, from patients, faced by hospitals as under and/or over to market orientation 

(yi7). This was also contrary to what was hypothesized. 

The next respecification step involved deleting the path from the perception of the 

presence and intensity of competition to market orientation (y ĵ). This path was also 

found nonsignificant and was contrary to what was hypothesized. This result indicates that 

hospital administrators do not commit organizational resources for activities that are 

directed towards better understanding patients and better serving patients when they 

perceive that they are faced with intense competition for patients. 

In the next step, the earlier freed path (y24) was deleted because the path was 

found nonsignificant. Likewise, the path (yjj) freed earlier was deleted because of its 

nonsignificant relationship. Finally, the path (yjg) freed earlier was deleted for its 

113 



nonsignificant relationship in the model. None of these three paths were originally 

hypothesized. 

The summary of the respecification process of the stmctural model of market 

orientation (patient) is given in Table 5.2. Respecification of the proposed model resulted 

in the model presented in Figure 5.2, whose paths are listed in Table 5.3. For this model, 

the goodness-of-fit index = 0.878, AGH = 0.847, RMSR = 0.046, and X^(3OQ) = 462.20 (p 

= 0.000). The model fit has improved over the proposed model, and the paths involved 

are consistent with theory. In addition, the model compares favorably with the final 

measurement model (GFI = 0.880, AGH = .843, RMSR = 0.045, and x^ijm) = 453.00 (p 

= 0.000) (in the measurement model by giving up 11 degrees of freedom, x^ improves by 

only 9). The specific hypotheses and results are discussed further in chapter VI. Next, 

the structural model of market orientation (donor) is discussed. 

The Proposed Structural Model TDonor") 

The structural model proposed in Figure 4.2 was analyzed using the measures that 

resulted from the measurement model analysis listed in Table 4.18 and Table 4.19. The 

results of this analysis are displayed in Table 5.4 and in the illustrated model, shown in 

Figure 5.3. The proposed structural model has a resulting goodness-of-fit index of 0.943, 

AGH = 0.907, RMSR = 0.035, and ̂ V) = ^^'^^ (p=0.002). Assessing the results in 

terms of paths, 3 of the 6 proposed paths have the correct direction of signs and 

significant t-values. However, three of the proposed paths (y^, professional ethics -> 

market orientation; y^^, perception of the presence and intensity of competition -> market 

orientation; y^^, perception of the presence and intensity of competition -> market 

orientation; y^^, perception of competition as a source of threat -> market orientation) 
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/WTECEDENT MARKET ORIENTATION CUTDOC 

••V 

on 
AGFI 
RMSR 
x' 
d.f. 

: 0.878 
0.847 
0.046 
462.20 (P=0.000) 
300 

Figure 5.2 Final Market Orientation Model (Patient) 
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Table 5.3 Estimates of the Final Stmctural Model (Patient) 

Path 

Market Orientation -> Performance (ySjj) 

Professional Commitment -> 
Market Orientation (y^) 

Entrepreneurship -> Market Orientation (yi^) 

Professional Education -> 
Performance (y22) 

Goodness-of-Fit Index 
Adjusted Goodness-of-Fit Index 
Root Mean Square Residual 
x' 
d.f. 

0.878 
0.847 
0.046 
462.20 (p= 
300 

EstimateCML") 

=0.000) 

.405 

.097 

.415 

.237 

t-value 

3.664 

1.936 

7.436 

3.169 
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Table 5.4 Estimates of Proposed Stmctural Model (Donor) 

Path 

Market Orientation -> Performance (̂ 21) 

Professional Ethics -> 
Market Orientation (y^) 

Entrepreneurship -> 
Market Orientation (yjj) 

Perception of the Intensity of 
competition -> Market Orientation (ns) 

Perception of the competition as a 
source of threat -> Market Orientation (y^^) 

Perception of demand faced by the 
as under and/or over -> 
Market Orientation (y^^) 

hospital 

Goodness-of-Fit Index 
Adjusted Goodness-of-Fit Index 
Root Mean Square Residual 
x' 
d.f. 

EstimatefML^ 

.888 

-.030 

.713 

.031 

-.021 

.075 

0.943 
•0.907 
0.035 
100.58 (p=0 
64 

.002) 

t-value 

10.38 

-.791 

11.695 

.887 

-.572 

1.955 
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ANTECEDENT MARKET ORIENTATION OUTCOME 

/^ j , =0.888 

1 = 10.38 

Performance 

GFI 
AGFI 
RMSR 

x' 
d.f. 

• 0.94.1 
0.907 
0.0.15 
100.58 (p=0.002) 
64 

Figure 5.3 Market Orientation Model (Donor) with Path CoelTicicnts 
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were not supported. Two of these paths, y^ and y^^, had nonsignificant t-values and had 

signs that were counter to that hypothesized. The other path (y^^) simply had 

nonsignificant t-value. 

Respecification of the Stmctural Model 

Based on the results of the analysis of the proposed structural model, steps to 

respecify the model were undertaken. The approach and rationale to respecification are 

consistent with the respecification process of the earlier model (patient). 

In this model, the first respecification involved the addition of a direct path from 

entrepreneurship to performance (y22). This path had the highest modification index 

(8.160). Again, it can be argued that the introduction of new and novel programs for 

attracting donors can have a direct impact on the increased donations and the increased 

satisfaction of donors (the performance measure). However, similarly to the patient 

model, the addition of this path (y22) substantially reduced the strength of the relationship 

between market orientation and performance, P2V (t-value dropped from 10.38 to 2.055). 

Also, in order to be consistent with the patient model the path (y22) was dropped. 

The second respecification involved deletion of the path from the perception of 

competition as a source of threat to market orientation (y^^). This path was found 

nonsignificant. Though it was believed that those hospitals that perceive their competition 

for donations as a threat, they have a greater tendency to undertake marketing activities 

for attracting donations, this study found no support for this relationship. The deletion of 

this path improved the strength of the relationship between the perception of demand as 

under and/or over and market orientation (t-value increased from 2.006 to 2.235). This 

finding is consistent with the finding in the patient model. 
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The third respecification involved deletion of the path from professional ethics to 

market orientation (y^). This path was found to be nonsignificant which was contrary to 

what was hypothesized. This finding was consistent with the finding in the previous model 

(patient). 

In the final respecification step, the path from the perception of the presence and 

intensity of competition to market orientation (yjj) was deleted because it was 

nonsignificant. This finding was also contrary to what was hypothesized. This finding 

suggests that the perception of the intensity of competition does not motivate hospitals to 

take steps towards better understanding the interests and motivations of donors. The 

previous model (patient) also did not find support for this relationship. 

The summary of the respecification process of the structural model of market 

orientation (donor) is given in Table 5.5. Respecification of the proposed model resulted 

in the model presented in Figure 5.4, whose paths are listed in Table 5.6. For this model, 

the goodness-of-fit index = 0.946, AGH = 0.915, RMSR = 0.034, and ;tV) = 93.62 (p = 

0.014). The model fit improved over the proposed model, and the paths involved are 

consistent with theory. In addition, the model compares favorably with the final 

measurement model (GH = 0.948, AGH = 0.907, RMSR = 0.034, ;̂ 2̂ 59) = 90.71 (P = 

0.005) (in the measurement model x^ is 3 points higher at the cost of 7 degrees of 

freedom). The specific hypotheses and results are discussed further in Chapter VI. 
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Table 5.5 Summary of the Stmctural Model (Donor) Respecification Process 

Changes Made From Previous Test GFI AGFI RMSR x^ d.f. 

Proposed Model .943 .907 .035 100.58 64 
(p=0.002) 

Add Entrepreneurship -> 
Performance (y22) .947 .912 .034 92 63 

(p=0.010) 
Delete Perception of Competition 
as a Source of Threat -> 

Market Orientation (yi4) .947 .913 .034 92.49 64 
(p=0.011) 

Delete Professional Ethics -> 
Market Orientation (yjl) .946 .914 .034 93.32 65 

(p=0.012) 

Delete Perception of the Intensity of 
competition -> 

Market Orientation (yi3) .946 .915 .034 93.62 66 
(p=0.014) 

Delete Entrepreneurship -> 
Performance (y^ .942 .909 .035 101.94 67 

(p=0.004) 
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ANTB::£DENrS MARKET ORIENTATWN OLTTCOje 

GFI 
AGFI 
RMSR 

x' 
d.f. 

0.942 
0.909 
0.0.15 

. 101.94 (p=0.004) 
:67 

Figure 5.4 Final Market Orientation Model (Donor) 
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Table 5.6 Estimates of Final Stmctural Model (Donor) 

Path 

Market Orientation -> Performance (y32i) 

Entrepreneurship -> 
Market Orientation (yjj) 

Perception of demand faced by the 
as under and/or over -> 
Market Orientation (y^) 

Goodness-of-Fit Index 
Adjusted Goodness-of-Fit Index 
Root Mean Square Residual 
x' 
d.f. 

hospital 

EstimateCML) 

.887 

.70 

.085 

0.942 
0.909 
0.035 

• 101.94 (p= 
•67 

0.004) 

t-value 

10.39 

12.078 

2.288 
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CHAPTER VI 

CONCLUSIONS AND DISCUSSION 

Summary of the Study 

The purpose of this study was to develop and test a model for understanding the 

constmct of market orientation (the implementation of the marketing concept) in NP 

organizations. The model is comprised of three sets of factors: (1) seven antecedent 

variables that foster or hinder a market orientation in NP organizations; (2) the market 

orientation constmct; and (3) the consequence of a market orientation. More specifically, 

the study attempted to address the questions: What is a market orientation in a NP 

organizational context? What are the possible ways in which a market orientation may be 

attained by NP organizations? And what is the likely consequence of a market orientation 

in NP organizations? 

Market Orientation 

For more than three decades marketing academicians and practitioners have been 

observing that business performance is affected by market orientation, yet to date only 

one study (Narver and Slater 1990) developed a valid measure of a market orientation and 

conducted a systematic analysis of its effect on a business's performance. Using a sample 

of 140 strategic business units (SBUs) of a major westem corporations, Narver and Slater 

found a substantial positive effect of a market orientation on the profitability of 

businesses. However, based on the limitations in their study, Narver and Slater put forth a 

number of suggestions for future research. First, in order to assess the robustness of the 

market orientation/performance relationships, the sampling frame should include multiple 
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organizations instead of multiple SBUs of a single organization. Second, this relationship 

(market orientation/performance) should be tested in different market environments (e.g., 

services markets, NP markets) in order to see if the relationship holds in different market 

structures. Third, the domain of the construct, market orientation, should also include the 

perspective of practitioners (Narver and Slater's conceptualization of market orientation 

only includes the perspective of academicians) for further enrichment of the constmct. 

Finally, the determinants (both controllable and uncontrollable factors) of a market 

orientation should be identified and tested because managers should know what factors 

limit or enhance the development of a market orientation. In addition to this, one and 

only, empirical study on market orientation, two conceptual papers (Kohli and Jaworski 

1990, Wood and Bhuian, in press) addressed the issue of market orientation. Both papers 

proposed a number of senior management factors, organizational characteristics, and 

extemal factors as the determinants of a market orientation. By incorporating both the 

perspectives of practitioners and academicians, Kohli and Jaworski provided a working 

definition of market orientation which has been described in Chapter IL 

Kohli and Jaworski's definition focuses on specific activities rather than 

philosophical notions, thereby facilitates the operationalization of the marketing concept. 

The present study adopted Kohli and Jaworski's conceptualization of market orientation. 

The measure of the constmct was developed based on the foundation laid by Kohli and 

Jaworski. Likewise, several other limitations in Narver and Slater's study were addressed 

in this study. The present study sampled multiple organizations (not-for-profit hospitals) 

instead of multiple SBUs (strategic business unit) of a single corporation in order to 

examine the robustness of the proposed model of market orientation. Also, the present 

study examined the market orientation model in two new and distinct market stmctures, 
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the patients of NP hospitals and the donors of NP hospitals. This was a first step towards 

enhancing the generalizabihty of the market orientation model. Further, this study was an 

important first step in developing a valid measure for market orientation (as 

conceptualized by Kohli and Jaworski 1990). Two scales of market orientation were 

evolved from the measurement model analysis for the two distinct market environments 

(patient and donor). 

As discussed earlier, from an extensive Uterature search seven variables were 

chosen as possible antecedent of a market orientation. Four of these seven variables are 

largely controllable by managers. These variables are professional commitment of the 

senior management team, professional education of the senior management team, 

professional ethics of the senior management team, and entrepreneurship of the 

organization. While the three remaining variables are extemal environmental factors, 

these variables are the perception of the presence and intensity of competition, the 

perception of competition as a source of threat, and the perception of demand faced by 

the organization as under and/or over. It is important for managers to realize the 

existence of these external factors in order to effectively adapt to the external 

environment.. 

In this study the market orientation model was tested independently in two 

different market environments, patient and donor markets. The discussion of the results 

simultaneously refer to both the patient and the donor models. 

Market Orientation and Performance 

In testing the theory, a significant relationship between a market orientation and 

the performance of hospitals was found in both the models. Thereby, this study vahdated 
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the market orientation/performance relationship in two new and distinct market stmctures 

and enhanced the generalizabihty of the relationship. This finding is very consistent with 

the intuition and expectations of both academicians and practitioners over the past three 

decades about the nature and effects of a market orientation. The fmding gives marketing 

scholars and practitioners a basis beyond mere intuition for recommending the superiority 

of a market orientation. 

Controllable Determinants of a Market Orientation 

In both the patient model and in the donor model, a strong positive relationship 

was found between organizational entrepreneurship and a market orientation. In the past, 

only one study (Morris and Paul 1987) empirically examined the effect of the 

entrepreneurial spirit of organizations on a market orientation of organizations. Morris 

and Paul used a 13-item composite scale for measuring the constmct of organizational 

entrepreneurship and a 31-item composite scale for measuring the market orientation of 

the organization. Therefore, the validity of Morris and Paul's study is in suspect. The use 

of composite measures for both organizational entrepreneurship and market orientation 

suggested a potential validity problem. Also, Morris and Paul's study only examined 

whether these two constmcts covaried instead of if organizational entrepreneurial spirit 

caused a market orientation of organizations. As discussed earher, several authors (both 

in the areas of profit organizations and not-for-profit organizations) expected that more 

entrepreneurial firms would also be more market oriented (Morris and Paul 1987 Bumm 

1988, Graham 1990, Lipp 1991). 

This study was a first step in developing a valid measure of organizational 

entrepreneurship and in systematically analyzing of its effect on a market orientation. 
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This study found a substantial positive effect of organizational entrepreneurship on a 

market orientation in two distinct market environments. Also, this study found that 

organizational entrepreneurship only affects the performance of the organization indirectly 

via the market orientation of the organization. There appears to be no direct effect of 

the organizational entrepreneurship on the performance of the organization. For scholars, 

the implication of this finding is clear. The relationship must be replicated in diverse 

environments and over time to increase their confidence in the nature and power of the 

relationship. For managers, this finding gives a basis for taking actions towards enhancing 

entrepreneurial spirit of organizations in order to become more market oriented. The 

next question would be, can an organization be trained to become more entrepreneurial? 

The beleif that entrepreneurship can be trained to some extent has led more than 200 

colleges and universities around the country to offer programs in entrepreneurship. 

As expected, in the patient model a strong positive relationship was found 

between professional commitment and a market orientation (the donor model did not 

have this relationship). As discussed earlier, no previous study had empirically tested the 

effect of the professional commitment of senior management on a market orientation of 

organizations, although several authors had expected such a relationship. Both Narver 

and Slater and Kohli and Jaworski had called for examining a relationship between the 

general quality of the management (e.g., professionalism) and a market orientation. Also, 

in the NP arena, several academicians (Badasch 1988, Simendinger 1989) and practitioners 

(Byme 1990) noted that when senior management personnel in NP organizations were 

highly committed (professional commitment) to their respective professional careers (e.g., 

hospital administrators in health care management career, art administrators in art 

museum management career), they tend to take actions aimed at fostering a market 
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orientation in the organizations. The present study found support for this relationship in 

the patient model but only when the model was respecified (adding new paths based on 

modification indices and re-theorizations and deleting all nonsignificant paths). For 

managers, the implication of this finding is less clear. This finding could not be tested in 

the donor model. In addition, further evidence is required to support this relationship 

because this relationship appeared significant only in the respecified model. The 

implication of this finding to scholars is clear. To increase the confidence in the strength 

and nature of this relationship, it must be replicated in diverse environments. 

Contrary to what was hypothesized, no relationship was evident between the 

professional education of senior management personnel in hospitals and a market 

orientation. Again, this relationship was only examined in the patient model. Although, 

several researchers (Birchenall and Streight 1989, Kohli and Jaworski 1990, Byme 1990) 

had observed that a market orientation of organizations (including NP organizations) was 

affected by the professional education of the senior management personnel, to date no 

study has empirically tested this relationship. This study did not find support for the 

relationship. However, based on the high modification index and on intuitive reasoning 

the relationship between professional education of senior management personnel of 

hospitals and the performance of hospitals was allowed and examined in the respecified 

final model. The relationship was found positive. Because of its exploratory nature, the 

implications of this study for scholars are preliminary. Scholars would require further 

evidences from replications of this study in various environments in order to increase their 

confidence in the validity of the findings. For managers, several implications are plausible. 

One is that managers can reexamine the curriculum of professional education for the 

senior management personnel of hospitals to see if the curriculum put adequate emphasis 
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on marketing concepts and principles. A second implication is that managers must decide 

if they, indeed, want to foster a market orientation through changing the curriculum of 

professional education. 

Finally, professional ethics of senior management personnel of hospitals were 

found to be unrelated with a market orientation in both the models. It had been 

hypothesized that professional ethics of senior management personnel (which in this study 

relates to viewing clients' interests above self-interests) would lead senior management 

personnel to take actions to better understand and serve clients' (patients and donors) 

interests. However, there is evidence that professional ethics of senior management 

personnel in hospitals did not lead to a market orientation. For scholars, further evidence 

is required for drawing any conclusions on this relationship. For practitioners, a review of 

the professional code may be helpful. 

Uncontrollable Determinants of a Market Orientation 

In both the patient and donor models, no relationship was found between the 

perception of the presence and intensity of competition and a market orientation. 

Although, several authors (Kohli and Jaworski 1990), particularly in the NP arena 

(Birchenall and Streight 1989, Lipp 1991) expected a relationship between the perception 

of the intensity of competition and a market orientation, this study failed to provide any 

support. Several interpretations are possible. One interpretation is that such a 

relationship doesn't exist. A second interpretation is that hospitals seek other ways (e.g., 

cost advantage strategy) for achieving sustainable competitive advantage when they are 

faced with intense competition. 

130 



Likewise, in both the models, no support was found for the relationship between 

the perception of competition as a source of threat and a market orientation. Again, one 

plausible explanation is that there is no such relationship. Another explanation is that 

hospitals (faced with the most cmcial problem of escalating costs) pursue cost advantage 

strategy (altemative strategy for gaining sustainable competitive advantage) when they find 

their competition as threatening. 

Finally, the relationship between the perception of demand faced by hospitals as 

under and/or over and a market orientation was supported in the donor model but was 

not supported in the patient model. For scholars, the implication of this finding is that 

the relationship should be studied in other market environments to see if the relationship 

holds or if the relationship is true only under certain market characteristics. For 

managers, it is evident in this study that hospitals do not pursue market advantage strategy 

(market orientation) for achieving sustainable competitive advantage when hospitals are 

faced with unfavorable (under and/or over) demand situation (in the patient market). 

Managers may fmd out what are the current strategies hospitals pursue in order to address 

unfavorable demand situations. Then a comparison can be made between the current 

strategy and a market orientation strategy in order to find out which one is more effective 

and efficient. 

Major Contributions 

The managerial contributions of the study have been discussed in large part in the 

preceeding discussion. There are three theoretical contributions of this research which 

might be potentially substantial. First, marketing literature has been lacking a valid 

measure of a market orientation as conceptualized (both the perspectives of academicians 
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and practitioners) by Kohli and Jaworki (1990). The present study is a first step in 

developing a valid measure of a market orientation. This research indicates that market 

orientation is a unidimensional constmct. The second contribution of this research is the 

vahdation of the market orientation/performance relationship in the context of NP 

organizations. In this study the market orientation/performance relationship has been 

examined and supported in two distinct markets of hospitals (patient and donor). This 

results might enhance the confidence of scholars in the nature and strength of the theory. 

The message for NP organizational managers is that a substantial market orientation must 

be the foundation for an NP organization's competitive advantage strategy. 

The third potential contribution of this research is the identification of the two 

controllable factors that may be expected to foster or hinder a market orientation in NP 

organizations. These factors, entrepreneurship of the organization and the professional 

commitment of the senior management personnel, are largely controllable by managers, 

and therefore may be altered by them in order to improve the market orientation of their 

organizations. 

Limitations 

There are a number of limitations inherent in this research that should be noted. 

First, the generalizability of the findings across different types of NP organizations is in 

suspect. Such a limitation is tme for almost all research used to develop and test theories. 

A trade-off exists between the generalizability and the abihty to control, to some degree, 

for background factors that could interfere with the study. However, in testing a theory 

one can claim further support for the theory with each successive test of the theory on 

different populations. Eventually, if the theory is repeatedly supported, it becomes more 
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or less accepted as a rehable explanation of the processes. Thus, generahzability is theory 

testing is not a significant lunitation, as long as the "testing" purpose of the research is 

kept in mind when formulating conclusions. 

The second possible lunitation of the study is the use of single informants as 

sources of information. For studying organizational characteristics, the use of multiple 

informants is suggested. In this study, the chief executive officer or the administrator or 

the president of hospitals provided information pertaining to the various organizational 

characteristics included in this research. The rationale for using such a single informant is 

as follows. In hospitals, the administrator (or the chief executive officer or the president) 

has ultimate legal authority and overall responsibility for making decisions for the 

organization and placing the hospital in a position of effectiveness and influence in the 

future. He or she is retained by the hospital board of trustees and empowered to carry 

forth the hospital's stated mission. Also, he or she is usually a member of the board and 

works under a management contract. Thus, it can be assumed that hospital administrators 

(or chief executive officers or presidents) are in the best positions to provide the necessary 

information of this study. Also, the use of hospital administrators enabled the inclusion of 

multiple hospitals in this study instead of multiple units of a large hospital system. 

The third hmitation is specific to the hospital industry. This study focused on two 

of the most important markets of hospitals-patient and donor markets. The market of 

physicians is also another cmcial market for hospitals. Hospitals have to market 

themselves to the physicians. It is believed that physician referral is the key for attracting 

patients to hospitals. 
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Future Research 

Further research related to this study could take many different directions. 

Offered here are a small number of these, which at the present would seem to yield the 

greatest amount of explanation for marketing processes. A first area of future research 

might involve expanding the list of possible antecedents of a market orientation. This 

study did not examine all the antecedents identified by KohU and Jaworski (1990) and 

Wood and Bhuian (in press). The remaining antecedents could be exammed. 

A second possible direction of this research is the examination of the determinants 

and the consequences of a market orientation in different market environments in both 

the profit and not-for-profit sectors. In the NP sector several other market environments 

such as museums, churches, charitable organizations, educational institutions, etc., could be 

studied. This will enable researchers to see whether the relationships found in this study 

are present in different market environments. 

The third area of future research might include the development of a time series 

data base for testing the market orientation/performance relationship in a longitudinal 

fi-amework which will provide insight into probable causation. Similarly, a longitudinal 

examination can be performed for the effects of the determinants of a market orientation. 

The forth area of future research could be a replication of this study in the for-

profit hospitals to examine the generalizability of the theory. 

Finally, since this study predominantly included small hospitals, a future research 

might include hospitals of different sizes to examine if the size of hospitals has an effect 

on a market orientation of hospitals. 
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QUANTITATIVE AND QUALITATIVE PERFORMANCE SCALES 

The quantitative measures are all time period specific and include: 

1. Increases (or decreases) in the number of beneficiaries or members gained. 

2. Percentage increase (or decrease) in the number of grants or revenues received. 

3. Increases (or decreases) in the cost effectiveness for each individual beneficiary. 

4. Decreases (or increases) in the fixed cost requirements to accomplish the organization's 
mission. 

5. Total increase (or decrease) in the number of hours given by volunteers. 

6. The increase (or decrease) in the number of volunteers. 

7. The increase (or decrease) in time spent by board members. 

8. Percent over (or under) set expenditure budgets. 

9. Increase (or decrease) in the number of favorable (or unfavorable) articles (related to the 
organization) in newspapers, and other public relations media. 

Qualitative measures are also time period specific and include: 

1. Improvement (or not) in the relationships among board members. 

2. Improvement (or not) in relationships between board members and the executive director 
of the organization. 

3. Improvement (or not) in the relationships of staff to the executive director. 

4. Improvement (or not) in the quality of the relationships between volunteers and the 
executive director and the board members. 

5. Improvement (or not) in the ease of attracting board members and volunteers. 

6. Improvement (or not) in the general altitude of the community toward the organization. 

7. Improvement (or not) in the positive intentions of the community toward the organization. 

8. Improvement (or not) in the ease of fund raising in general. 

9. Improvement (or not) in the ease of attracting foundation funds and other specific sources 
of funds. 
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NATIONAL SURVEY OF HOSPITALS, 1991 

In toda/s extraordinarily unstable and turbulent environment, success requires purposeful adaptation and accommodation 
to change. This study is being conducted in an attempt to help hospitals maximize their performance in these times of great 
uncertainty. 

We ask that you please complete this questionnaire and return it in the enclosed envelope within the next Ave days. The 
questionnaire is designed to take no more than 20 minutes of your lime to complete. Your responses are very imporiani and 
will be kept strictly confidential. If you so desire, a copy of the study results will be made available to you. (Please check below 
if you would like to receive a summary.) 
a Yes, I would like to receive a summary of the study results. 

We wish to express our sincere appreciation for your time and efTort. 

Shahid N. Bhuian Van R. Wood, Ph.D. 
Project Director Project Supervisor 
College of Business Administration Professor of Marketing 
Texas Tech Univenity College of Business Administration 

Texas Tech University 
Section I 

.Sl^AUd^S ,VA.VA A<<C^ 

The following questions are designed to assess your perceptions about your hospital Please read the following statements and 
circle the response that most closely matches your feelings 

Relative to other hospitals in your market area, liow much time and effort is spent ^ j ^ ff^^ 
by your hospital in... othars 
1. understanding patients' needs 1 
2. understanding how environmental factors (e.g., government 

regulation, technology) influence patients' needs 1 
3. understanding how the marketing programs of competitors influence 

patients' expectations and service preferences 1 

4. understanding the interesu and motivations of financial and nonflnancial donors 1 
5. utilizing as many means as possible to generate market information (e.g., interaction 

with patients and donors, in-house market research, patient satisfaction survey, etc) 1 
6. ensuring that market information is communicated to all relevant departments in the 

hospital * 

7. conducting interdepartmental meetings to discuss market trends and developments 1 
8. disseminating data on patient satisfaction to all relevant departments 1 
9. developing producu and services based on information concerning patients' needs 1 

10. developing systems to promote, deliver, and price your producu and services based 
on information concerning patienu' needs 1 

11. utilizing marketing techniques (e.g., market segmentation, product differentiation, 
competitive analysis) to develop new products and services 1 

12. utilizing marketing techniques (e.g.. market segmentation, product differentiation, 
competitive analysis) to develop systems to promote, deliver, and price products and services . . 1 

13. developing programs to attract financial and nonfinancial donations based 
on information conceming the interests and motivations of donors 1 

14. utilizing marketing techniques (e.g., market segmentation, product differentiation, 
competitive analysis) to develop programs to attract financial and nonfinancial donors 1 

Plaatt continut on th« naxt pagt 

Nudi L«M 
About Th« Tiae Than 

K M OthM^ 

2 3 

2 3 

2 3 

2 3 
2 3 
2 3 

2 3 

2 3 

2 3 

2 3 

2 3 

5 

5 

5 

5 
5 
5 

5 

5 

5 

5 

5 
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Section!] 

The following qoeatioiis are designed to assess how yoa foe! as a member of the senior management leam of your bospiiaL 
Please read the folkming statements and circle the response that most closely matches your feclinp. 

1.1 don't think of my work as Just a job, it is something much more imporunt 
2. The senior management perK>nnel of my hospiul are very 

dedicated to their careers in the health care management field 
3.1 would personally remain in this profession even If 1 were offered more pay from some other 

profession (ouuide the health care management field) 

strongly Stronaly 
DlMsra* 

4.1 Strongly believe in the imporunce of continuing professional education (e.g., attending 
seminars, workshops, and conferences on various issues concerning 
professional development) 

5. The senior management personnel of my hospital strongly believe in continuing 
professional education 

6. My hospital encourages and supporu the invoh«ment of senior management 
personnel in professional development programs 

7.1 always place the interests of my patients before my own self Interest 
8. The senior management personnel of my hospital always place the interests of our 

patients before their own self interests 
9. It is imporunt to me to clearly and truthfully communicate to both financial 

and nonfinancial donors the purpose of their donations 

2 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 

3 

3 

3 

Section m 

The foUowing qnestions are designed to assess yoor perceptions of your hospital's products and programs. Please circle the 
response that most cfosely malrhrs your fieeling^ 

Relative to other hospilals in your market area how active 
has yonr hospital been in... 

1. introducing new products and services for patients 
2. introducing new programs to attract both financial and nonflnancial donors 
3. opening new markets < 

Nudi Nor* 
Activ* Tlun 
Others Others 

2 3 
2 3 
2 3 

About The Nuc* Less 
s Active Than 

4. introducing new methods and techniques of delivering services 
5. seeking unique and novel ways to satisfy patients 
6. seeking unique and novel ways to inaease donations (both financial and nonfinancial) 

7. performing Research &. Development activities (e.g., new product/service development, 
new facility development, new market development, new deliveiy systems development) 

8. searching for new markets 
9. searching for opportunities to attract new financial and nonfinancial donors 

10. uking risks in times of environmental uncertainly 
11. taking risks in general , 

2 
2 
2 

2 
2 
2 

2 
2 

3 
3 
3 

3 
3 
3 

3 
3 

others 
5 
5 
5 

5 
5 
5 

5 
5 
5 

5 
5 

Plossa continue on the next pegs 
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SectfonlV 

The following qucsUons attempt to assess your peroeplfons of the oompeUtfon buxd by your hospiuL Please drdc the response 
that most closely matches your feeling 

1. The number of competitive health care organizations in my hospital's market area LOM 
that offer the same kinds of patient services is i 2 3 

2. The number of competitive health care organizations in my hospital's market area 
that try to attract the same kinds of donors (both financial and nonfinancial) is l 2 3 

High 
4 S 

3. The patienu my hospital serves have numerous alternative health Agr^ ^ 
care organizations that provide services similar to ours 1 

4. The financial and nonfinancial donors to my hospital have numerous alternative 
types of charitable and other organizations they could donate 1 

5. My hospital faces intense competition for patienu 1 

6. My hospiul faces intense competition for donors (both financial and nonfincial) 1 
7. The competition for patienu in my hospital's market area is growing 1 
8. The competition for donors (both financial and nonfinancial) in my hospital's 

market area is growing 1 

3 
3 

3 
3 

Strivisly 
Disagree 

4 5 

4 
4 

4 
4 

5 
5 

5 
5 

Please answer the foUowing for both long term and short term. 
Most of the senfor management personnel of my hospiul peroeiv« the competltfon for.. 

A Threat To Not A Threat A Threat To Mot A Threat 
Long Term To Long Ter« Short Tens To Short Term 
Prosperity Prosperity Prosperity Prosperity 

9. patienu as 1 2 3 4 5 1 2 3 4 5 
10. donors as 1 2 3 4 5 1 2 3 4 5 

Section V 

The following sutemenu are designed to assess your peroeplions conceming the sUte of demand faced by your hospiul. Please 
drde the response that most closely matches your feeling;!. 

1. The current level of demand 
for my hospiul's producu 
and services is 

ieloH What 
Ue Can 
Service 

... 1 

About Ei|Ml 
To Uiat Ue 
Can Service 

3 

More Than 
Uhat Ue 
Can Service 

5 

2. The current level of donations 
(financial and nonfinancial) 
received by my hospital is 

Less Than 
Adaquate 

... 1 

More Than 
Ada(|uate 

5 

Please continue on the next pege 
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Section VI 

The following questfons are designed to assess your perceptions oonocmlng your hospital's performance. We are particularly 
interested in your peroeplions of your hospiul's performance over the last Ibroe years. Please circle the response thai best 
matches your feelings 

Over the last three yeai»_ ^ ^ ^ ^ j ^ ^^^^^y 
Agree Disagree 

1. the quality of care offered by my hospiul has improved 1 2 3 4 5 
2. the total donations (both financial and nonfinancial) to my hospital have increased 1 2 3 4 5 
3. ihe revenues (e.g., reimbursement from medicare, insurance, etc) of my 

hospital have increased 1 2 3 4 5 

4. the financial position of my hospital has improved 1 2 3 4 5 
5. the patient satisfaction of my hospital has improved 1 2 3 4 5 
6. the satisfaction of financial and nonfinancial donors to my hospital 

has improved 1 2 3 4 S 

LoM > i < ^ 

7. the occupan<7 rate of my hospital has been 1 2 3 4 S 
8. the patient satisfaction of my hospital is generally 1 2 3 4 S 
9. the satisfaction of donors (both financial and nonfinancial) of my hospital is generally 1 2 3 4 S 

Finally, please share with us some background information about yourself and your hospiUL Again all responses will be kept 
strictly confidentiaL 

1. What is your job litle? [ 

2. What is your educational background? (please check) 
Medical Business Others (please speclly)_ 

3. Your age? years. 

4. Your sex? Female Male 

5. How long have you been serving in a senior management capacity for this hospital? months/years 

6. How long have you been serving in a senior management capacity In the health care industry? monihs^rs 

7. How long have you been working in the health care industry?; months^ears 

8. How many members does Ihe senior management team of your hospital have? members 

9. How many beds are there in your hospital? b̂cds 

10. What is your estimate of the total number of beds served by all the competitors in your market area? beds 

11. Do you consider your hospital primarily as a not-for-profit hospital or a for-profit hospital? (Check the one most 
appropriate for your hospital) 

^noi-for-profit(non-govcrnmcni) not-for-profit(governmeni) for-profit 

Your participation in this s u r v ^ is greatly appreciated! 
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ST JOSEPH HEALTH SYSTEM 
/ \ ' M ' J a l M ^ : .1 .Ki'^ | i | | I I I t H.UkJi: (.^IIIIMll.llHltl 

October 10, 1991 

Dear Colleague: 

"How can hospitals survive and grow in an extraordinarily 
unstable and turbulent environment?" 

Because this question is of great importance to most 
hospital administrators, I urge you to participate in an 
important research project being conducted by the Area of 
Marketing in the College of Business Administration at Texas 
Tech University. This research requires a substantially large 
response to the enclosed survey instrument, which has been 
designed to give insight into the success hospitals in our 
country have had at developing a "marketing orientation". 

The survey is confidential and is designed to require very 
little of your effort and time. So, I strongly encourage you 
to participate in this important study. The results will be 
most helpful to our profession. 

If you have any concerns, please call or write me at (714) 
997-7690 or the researchers, Professor Van Wood or Mr. Shahid 
Bhuian, at the Area of Marketing, College of Business 
Adminsitration, Texas Tech University, Lubbock, Texas 79409, 
phone (806) 742-3162. 

I thank you for your participation in this important 
project. 

David A. Reed 
President and 
Chief Executive Officer 
St. Joseph Health System 

JJO&jiilliOnlaviaSliuH. Oiiimi.! C.tliloim.i'W.lJlt ;W9!> (71I)'J;)7-/I. ' .HI I AX (/111 nL i H. 
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Dear Administrator: 
About a month ago wc sent you the National Survey oC Hospital, 1991. an 

important research project being conducted by the Area of Marketing in the College of 
Business Administration at Texas Tech University. 

We want to make sure your opinions are represented, so that we may better 
understand "How can hospitals survive and grow in an extraordinarily unstable and 
turbulent environment?" If you have not yet returned your survey, please take twenty 
minutes to fill out the survey and mail it back to us. Your individual reply will be held in 
the strictest confidence. 

Thank you for your time and effort. 

Shahid N. Bhuian Van R. Wood 
Project Director Project Supervisor 
College of Business Administration Professor of Marketing 
Texas Tech University College of Business 

Administration 
Texas Tech University 
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December 12, 1991 

1~ 
2 ~ 
3 -
4 ~ 
5 ~ 

Dear 6 ~ : 

A few weeks ago we mailed you the National Survey of Hospitals. 1991. an 
important research project being conducted by the Area of Marketing in the College of 
Business Administration at Texas Tech University. We are writing this letter to seek your 
participation and to emphasize how important and valuable your response is to the 
completion of the study. If you have already returned your confidential survey, may we 
say thank you for your time and effort. 

We hope you agree that understanding "How can hospitals survive and grow in an 
extraordinarily unstable and turbulent environment"? is important and timely for both the 
academic and hospital communities. If you have not yet returned your survey, please take 
twenty minutes to fill out the enclosed survey, place it in the enclosed, self-addressed, 
stamped envelope and mail it back to us. Your individual reply will be held in the strictest 
confidence. 

The success of this survey depends upon your assistance. We sincerely ask for 
your participation. 

Thank you for your lime and effort. 

Shahid N. Bhuian 
Project Director 
College of Business Administration 
Texas Tech University 

Van R. Wood, Ph.D. 
Project Supervisor 
Professor of Marketing 
College of Business 
Administration 

Texas Tech University 

Enclosure: 
SNB/slf 
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February 5, 1992 

1--
2 ~ 
3 ~ 
4 ~ 
5 -

Dear 6 ~ : 

A few weeks ago we mailed you the National Survey of Hospitals. 1991. an 
important research project being conducted by the Area of Marketing in the College of 
Business Administration at Texas Tech University. We are writing this letter to seek your 
participation and to emphasize how important and valuable your response is to the 
completion of the study. If you have already returned your confidential survey, may we 
say thank you for your time and effort. 

We hope you agree that understanding "How can hospitals survive and grow in an 
extraordinarily unstable and turbulent environment"? is important and timely for both the 
academic and hospital communities. If you have not yet returned your survey, please take 
twenty minutes to fill out the enclosed survey, place it in the enclosed, self-addressed, 
stamped envelope and mail it back to us. Your individual reply will he held in the strictest 
confidence. 

The success of this survey depends upon your assistance. We sincerely ask for 
your participation. 

Thank you for your time and effort. 

Shahid N. Bhuian 
Project Director 
College of Business Administration 
Texas Tech University 

Van R. Wood, Ph.D. 
Project Supervisor 
Professor of Marketing 
College of Business 
Administration 

Texas Tech University 

Enclosure: 
SNB/slf 
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February 11, 1992 

1~ 
2 ~ 
3 ~ 
4 ~ 
5 ~ 

Dear 6 "^: 

Have you ever been frustrated 'with the U.S. postal service? Don't feel alone. 
Recently we discovered that your questionnaire corresponding to the National Survey of 
Hospitals never made it through the postal service. In fact it was held in the system for 
several months. Please note the date (October 10, 1991) on the enclosed letter endorsing 
this important research from the past President of the American Hospital Association, Mr. 
David A. Reed. Needless to say our frustration is high. 

Like Mr. Reed, we strongly believe in the importance of having your input into 
this study. We sincerely ask for your response, as the success of this research depends 
greatly upon your insights. We need and value your perceptions. Please take a moment 
to respond to the enclosed questionnaire and return it to us in the self-addressed, stamped 
envelope provided. 

By working together, we believe any frustrations (even those generated by the U.S. 
postal system) can be overcome. 

Thank you for your time and effort. 

Van R. Wood, Ph.D. 
Project Supervisor 
Professor of Marketing 
College of Business 
Administration 

Texas Tech University 

Shahid N. Bhuian 
Project Director 
College of Business 
Administration 

Texas Tech University 
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February 19, 1992 

1~ 
2~ 
3 ~ 
4 ~ 
5 ~ 

Dear 6 ~ : 

How can hospitals survive and grow given the challenges of the 1990's and 
beyond? This may be the most critical question facing health care providers today. In 
order to provide answers to this question, we undertook in late 1991 a National Study of 
Hospitals. The study has the endorsement of Mr. David A. Reed, the past president of 
the American Hospital Association, who has categorically stated that the success of this 
research depends on your response. 

Like Mr. Reed, we believe strongly in the importance of your perceptions. 
Todate, response to this study from your professional colleagues has been excellent. 
However, we need your perceptions to ensure that the final research results accurately 
reflect the total spectrum of perceptions and views concerning future hospital success. 
We need and value your opinion. 

As such we again ask that you take a moment to fill out the enclosed 
questionnaire and return it to us in the self-addressed, stamped envelope. Thank you for 
your lime and effort. 

Van R. Wood, Ph.D. 
Project Supervisor 
Professor of Marketing 
College of Business 
Administration 

Texas Tech University 

Shahid N. Bhuian 
Project Director 
College of Business 
Administration 

Texas Tech University 
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