SPRINGER BRIEFS IN BUSINESS

G. Tomas M. Hult

Boundary-Spanning
Marketing

o Organization

A Theory and Insights
B from 31 0rganization
Theories

@_ Springer



SpringerBriefs in Business

For further volumes:
http://www.springer.com/series/8860






G. Tomas M. Hult

Boundary-Spanning
Marketing Organization

A Theory and Insights from
31 Organization Theories

@ Springer



G. Tomas M. Hult
Michigan State University

East Lansing

USA

ISSN 2191-5482 ISSN 2191-5490 (electronic)
ISBN 978-1-4614-3818-2 ISBN 978-1-4614-3819-9 (eBook)

DOI 10.1007/978-1-4614-3819-9
Springer New York Heidelberg Dordrecht London

Library of Congress Control Number: 2012936827

This volume is adapted, by permission of the Academy of Marketing Science, from the article, “Toward
a theory of the boundary-spanning marketing organization and insights from thirty-one organizational
theories,” by G. Tomas M. Hult, Journal of the Academy of Marketing Science (2011), 39:509-536,
© Academy of Marketing Science 2011

This work is subject to copyright. All rights are reserved by the Publisher, whether the whole or part of
the material is concerned, specifically the rights of translation, reprinting, reuse of illustrations, recitation,
broadcasting, reproduction on microfilms or in any other physical way, and transmission or information
storage and retrieval, electronic adaptation, computer software, or by similar or dissimilar methodology
now known or hereafter developed. Exempted from this legal reservation are brief excerpts in connection
with reviews or scholarly analysis or material supplied specifically for the purpose of being entered and
executed on a computer system, for exclusive use by the purchaser of the work. Duplication of this
publication or parts thereof is permitted only under the provisions of the Copyright Law of the Publisher’s
location, in its current version, and permission for use must always be obtained from Springer. Permissions
for use may be obtained through RightsLink at the Copyright Clearance Center. Violations are liable to
prosecution under the respective Copyright Law.

The use of general descriptive names, registered names, trademarks, service marks, etc. in this publication
does not imply, even in the absence of a specific statement, that such names are exempt from the relevant
protective laws and regulations and therefore free for general use.

While the advice and information in this book are believed to be true and accurate at the date of
publication, neither the authors nor the editors nor the publisher can accept any legal responsibility for
any errors or omissions that may be made. The publisher makes no warranty, express or implied, with
respect to the material contained herein.

Printed on acid-free paper

Springer is part of Springer Science+Business Media (www.springer.com)



Preface

Now more than ever, marketing has a key boundary-spanning role—a role that has
also redefined the composition of the marketing organization. In this SpringerBrief,
the marketing organization’s integrative and mutually reinforcing components of
marketing activities, customer value-creating processes, networks, and stakeholders
are delineated within their boundary-spanning roles as a particular emphasis—
labeled “marketing organization theory” or abbreviated as MOR to capture the first
letter of “marketing” and the first two letters of “organization.” This SpringerBrief
builds on and is an extended and more elaborate version of Hult (2011), also pub-
lished in a Springer publication (Journal of the Academy of Marketing Science).
Thematic marketing insights from a collection of 31 organization theories are used to
advance knowledge on the boundary-spanning marketing organization within four
areas: strategic marketing resources, marketing leadership and decision-making, net-
work alliances and collaborations, and the domestic and global marketplaces.

An abbreviated version of this SpringerBrief was originally published in the “orga-
nization theory” special issue of the Journal of the Academy of Marketing Science
(vol. 39, No. 4, 2011). I am grateful to the Academy of Marketing Science for per-
mission to use the original version of the article as the basis for this significantly
extended and to some degree revised version of the theory of the boundary-spanning
marketing organization. I appreciate the input provided by David J. Ketchen, Jr.
(coeditor for the special issue of JAMS on organization theory) and O.C. Ferrell
(vice president of publications for the Academy of Marketing Science). Informal and
formal feedback from Ulf Andersson, Artur Baldauf, Roger Calantone, George Day,
Cornelia Droge, Nicolai Foss, Bruce Lamont, Ahmet Kirca, Jeannette Mena, Neil
Morgan, Tom Murtha, Torben Pedersen, Stan Slater, and Doug Vorhies helped crys-
tallize my thoughts regarding the composition of the MOR theory and the use of the
large set of organization theories that helped inform work on the boundary-spanning
marketing organization.

East Lansing, MI, USA G. Tomas M. Hult, PhD
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Chapter 1
Introduction

Research on the role of marketing in organizations has typically adopted either a
functional or a cross-functional perspective. Moorman and Rust (1999, p. 181)
describe a functional marketing organization as having “the concentration of the
responsibility for marketing activities (knowledge and skills) within a group of
specialists in the organization.” Workman et al. (1998, p. 32) defines “cross-functional
dispersion of marketing activities as the extent to which functional groups, other
than marketing, are involved in traditional marketing activities.” While there has
been a tendency in the marketing literature in the last 2 decades to increasingly
emphasize the cross-functional perspective over the functional perspective
(Moorman and Rust 1999), each perspective and its potential combinative effects
(Kogut and Zander 1992) has key implications for the marketing organization
(Workman et al. 1998). More importantly, each perspective is rooted in the idea of
a set of marketing activities being performed by marketing specialists and/or
nonspecialists.

The boundary-spanning marketing organization is defined as an entity encompassing mar-
keting activities that cross a firm’s internal and external customer value—creating business
processes and networks for the purposes of satisfying the needs and wants of important
stakeholders.

The boundary-spanning marketing organization is set apart from traditional
organizations, which have more clearly defined boundaries, markets, and/or hierar-
chies (cf. Thorelli 1986; Williamson 1975). These boundary-spanning activities,
rooted in an organization’s capabilities (Day 1994), are implemented within cus-
tomer value-creating processes (Srivastava et al. 1999), which are embedded in
networks (Achrol and Kotler 1999) to benefit stakeholders (Freeman 1984). There
is a natural complexity inherent in the interdependencies in this form of an organi-
zation, but there is also strong potential for superior rewards (i.e., organizational
performance) from operating a well-functioning boundary-spanning marketing
organization (cf. Thompson 1967). Importantly, marketing activities that are tied to
a function or department (Moorman and Rust 1999) are as important as those that

G.T.M. Hult, Boundary-Spanning Marketing Organization: A Theory 1
and Insights from 31 Organization Theories, SpringerBriefs in Business 20,
DOI 10.1007/978-1-4614-3819-9_1, © Academy of Marketing Science 2011



1 Introduction

are cross-functional, or both, within the boundary-spanning marketing organization
(Workman et al. 1998). The descriptions of the main constructs in this research are
summarized in Table 1.1.

Table 1.1 Descriptions of the main constructs

Marketing activities. Marketing activities are created and performed as a direct functioning of
an organization’s (superior) capabilities (Day 1994) and take place in customer value-creating
processes (Srivastava et al. 1999) and networks (Achrol and Kotler 1999; Anderson et al. 1994;
Johanson and Vahlne 2011). For example, “capabilities are manifested in such typical business
activities as order fulfillment, new product development, and service delivery” (Day 1994,
p. 38). In fact, there are a plethora of marketing activities that stem from marketing-based
capablhtles (e.g., Day 1994; Vorhies and Morgan 2005)

Responsive marketing activities. Responsive marketing activities “is the attempt to
understand and satisfy customers’ [and other stakeholders’] expressed needs” (Narver et al.
2000, p. 8). Expressed needs are defined as “the needs of a customer [and other stakeholders]
of which the customer [stakeholder] is aware and, therefore, can express” (Narver et al.
2000, p. 7)

Proactive marketing activities. Proactive marketing activities “is the attempt to understand
and satisfy customers’ [and other stakeholders’] latent needs” (Narver et al. 2000, p. 8).
Latent needs are defined as “needs of which the customer [stakeholder] is unaware” (Narver
et al. 2000, p. 7)

Inside-out activities. Rooted in Day’s (1994) work on marketing capabilities, inside-out
activities refer to the notion that “there is a recognition that sensing and scanning [activities]
should emphasize the need to” (Day 2011, p. 187) “define managerial traits, management
systems, and organizational designs that will keep the organization alert to opportunities and
threats, enable it to execute on new opportunities, and then constantly morph to stay on top”
(Teece 2010, p. 206). “These actions are initiated by mindful scanning activities mounted by
the firm” (Day 2011, p. 187). As such, inside-out activities are “activated by market requirements,
competitive challenges, and external opportunities” (Day 1994, p. 41)

Outside-in activities. Rooted in Day’s (1994) work on marketing capabilities, outside-in
activities (as opposed to inside-out activities) begin “with the market” (Day 2011, p. 187).
“The management team steps outside the boundaries and constraints of the company as it is
and looks first to the market; How and why are customers changing? What new needs do
they have? What can we do to solve their problems...?”” (Day 2011, p. 187). As such, for
outside-in activities “the focal point is almost exclusively outside the organization ... to
connect the processes that define the other organizational capabilities to the external
environment and enable the business to compete by anticipating market requirements ahead
of competitors and creating durable relationships with customers, channel members, and
suppliers” (Day 1994, p. 41)

Boundary-spanning activities. “‘Spanning capabilities are exercised through the sequences
of activities that comprise the processes used to satisfy the anticipated needs of customers
by the outside-in capabilities and meet the commitments that have been made to enhance
relationships” (Day 1994, p. 42)

Cultural competitiveness. “The degree to which [organizations] are predisposed to detect
and fill gaps between what the market desires and what is currently ... this predisposition
can arise when [organizational] members develop shared values and beliefs centered on the
importance of serving the market offered” (Hult et al. 2002, p. 577)

(continued)
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Table 1.1 (continued)

Customer value-creating processes. “‘Customer value creation necessitates the accomplishment
of three central organizational tasks: The development of new customer solutions and/or the
reinvigoration of existing solutions; continual enhancement of the acquisition of inputs and
their transformation into desired customer outputs; and the creation and leveraging of linkages
and relationships to external marketplace entities, especially channels and end users” (Srivastava
etal. 1999, p. 169)

o Product development management processes. These processes “aim to create solutions that

customers need and want” (Srivastava et al. 1999, p. 169)
Supply chain management processes. These processes incorporate “acquisition of all
physical (and increasingly informational) inputs, as well as the efficiency and effectiveness
with which they are transformed into customer solutions” (Srivastava et al. 1999, p. 169).
A more elaborate definition, based on the CSCMP, is included in the paper in the SCM
section

o Customer relationship management processes. These processes address “all aspects of
identifying customers, creating customer knowledge, building customer relationships, and
shaping their perceptions of the organization and its products” (Srivastava et al. 1999, p. 169)

o Complementary effects. In its most simplistic form, the logic is as follows. Take the basic

formula of A+B — C. When tested together, both A and B positively affect C. However, if
the test entailed A— C and B — C in two simplistic regression models and neither A nor B
significantly affected C, then we can argue that “complementarity” exists between A and B.
Specifically, A and B are significant only if tested jointly on C. This is different from
combinative effects in that the Kogut and Zander (1992) theorizing would require the
product of A and B to also be significant (i.e., A+B+A*B — C, where each of A, B, and
A*B significantly affects C)
Combinative effects. “What firms do better than markets is the sharing and transfer of the
knowledge of individuals and groups within organizations” (Kogut and Zander 1992, p. 383).
The logic is that creating new knowledge does not occur independent from the firm’s current
capabilities. Instead, new knowledge is a function of a firm’s “combinative capabilities” to
generate new applications, views, and innovations from existing (but often scattered)
knowledge. In that sense, combinative capabilities refer to the “intersection of the capability
of the firm to exploit its knowledge and the unexplored potential of the technology” (Kogut
and Zander 1992, p. 391)

Networks. Achrol and Kotler (1999, p. 148) define a network organization as “an independent

coalition of task- or skill-specialized economic entities (independent firms or autonomous

organizational units) that operates without hierarchical control but is embedded, by dense lateral
connections, mutuality, and reciprocity, in a shared value system that defines ‘membership’ roles
and responsibilities”

°  Actors in the network. The actors in the network control activities and resources; individuals,
groups of individuals, parts of firms, and groups of firms, for example, can be actors
(Hékansson and Johanson 1984; Hikansson and Ostberg 1975)

o Activity links in the network. An activity occurs when one or several actors combines,

develops, exchanges, or creates resources by utilizing other resources (cf. Hunt 2000).
Activities performed within a unit are typically called “production activities,” and activities
performed between units are typically called “exchange activities” within the network
perspective (e.g., Hikansson 1989)
Resource ties in the network. The resource ties represent a necessary condition for all intra-
unit activities (Hakansson 1989; Pfeffer and Salancik 1978; Thompson 1967). In the case
of the individual units within network(s), five types of resources can be identified (Hakansson
1989, 1992; Waluszewski 1989), each related to some parts of the corporate environment:
input goods, financial capital, technology, personnel, and marketing (cf. Barney 1991;
Wernerfelt 1984)

(continued)



4 1 Introduction

Table 1.1 (continued)

o Internal networks. Internal networks “are designed to reduce hierarchy and open firms to
their environments” (Achrol and Kotler 1999, p. 148)

Vertical networks. Vertical networks “maximize the productivity of serially dependent
functions by creating partnerships among independent skill-specialized firms” (Achrol and
Kotler 1999, p. 148)

Intermarket networks. Intermarket networks “seek to leverage horizontal synergies across
industries” (Achrol and Kotler 1999, p. 148)

o Opportunity networks. Opportunity networks “are organized around customer needs and
market opportunities and designed to search for the best solutions to them” (Achrol and
Kotler 1999, p. 148)

® Stakeholders. Freeman (1984, p. 46) defines stakeholders as “any group or individual who can
affect or is affected by the achievement of the organization’s objectives.” Stakeholders are

categorized into two core groups: primary and secondary (Clarkson 1995; Hult et al. 2011)

°  Primary stakeholders. Primary stakeholders are those on whom the marketing organization

depends for its survival (i.e., shareholders, employees, customers, suppliers, regulators, and
local communities) (e.g., Hult et al. 2011)
Secondary stakeholders. Secondary stakeholders (e.g., special interest groups, competitors,
trade associations, mass media, and social media) do not have a strong or direct tie to the
marketing organization, cannot exercise any legal authority over the organization, and are
not vital for its survival (e.g., Eesley and Lenox 2006; Hult et al. 2011)

The success of the boundary-spanning marketing organization depends on how
well the marketing activities, customer value-creating business processes, net-
works, and stakeholder focus are molded together to form an integrated organiza-
tion. In addition, based on the integration of 31 organization theories (a listing of
the 31 organization theories used in the study can be found in Table 1.2), four
“strength” characteristics emerge as important for the functioning of the organiza-
tion. Specifically, developing an appropriate level of (1) strength in the organiza-
tion’s strategic marketing resources, (2) strength in the organization’s marketing
leadership and decision-making, (3) strength in the organization’s network alli-
ances and collaborations, and (4) strength in the organization’s marketplace opera-
tions (e.g., segmentation, targeting) that are imperative to achieve sustainable
superior performance.

I continue the SpringerBrief by delineating a theory of the boundary-spanning
marketing organization (abbreviated MOR theory), followed by elaborating on the
knowledge that can be derived from 31 organization theories for this form of orga-
nization. The specific purposes of the SpringerBrief are (1) to theoretically describe
and holistically integrate the components of the boundary-spanning marketing orga-
nization, (2) to encapsulate the original scope of 31 essential organization theories
and describe their marketing scope and insights, and (3) to use the collection of the
31 organization theories to advance the knowledge on the boundary-spanning mar-
keting organization.

The motivation for the SpringerBrief stems from three main areas. First, market-
ing organizations are no longer defined within traditional boundaries (e.g., depart-
ments, functions), markets, or hierarchies, and so a new conceptualization of the
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Table 1.2 An alphabetical listing of the 31 organization theories

Adjustment-cost theory of the firm
Agency theory

Behavioral theory of the firm
Bounded rationality theory
Competence-based theory
Contingency theory

Eclectic theory of international production
Game theory

Industrial organization
Information economics theory
Institutional theory
Knowledge-based view of the firm
Network theory

Organizational ecology

Prospect theory

Real options theory
Resource-advantage theory
Resource-based view of the firm
Resource dependence theory
Service-dominant logic

Signaling theory

Social capital theory

Stakeholder theory

Strategic choice theory

Systems theory

Theory of competitive rationality
Theory of multimarket competition
Theory of the growth of the firm
Theory of the multinational enterprise
Transaction cost economics

Upper echelons theory

marketing organization is needed to advance knowledge. Second, significant
advances can be made by integrating organization theories, beyond a unique and
sometimes narrow focus on just one theory as the theoretical underpinning. Third,
the SpringerBrief significantly extends Hult (2011), an article which was part of the
special issue of the Journal of the Academy of Marketing Science on “organization
theory.” A more in-depth coverage of the components of the boundary-spanning
marketing organization (marketing activities, customer value-creating processes,
networks, and stakeholders) is now included along with a more elaborate discussion
of the 31 organization theories and a more intricate discussion of insights through-
out. As such, the SpringerBrief serves as both an extended, new take on organiza-
tion theory within marketing (via its delineation of the boundary-spanning marketing
organization) and an extensive literature integration of 31 potentially valuable orga-
nization theories for the study of marketing thought.



Chapter 2
A Theory of the Boundary-Spanning
Marketing Organization

The theory of the firm (Coase 1937) provides the theoretical underpinnings for the
firm as an integrated and defined unit based on four basic themes: (1) the reason for
the existence of the firm, (2) the logical boundaries of the firm, (3) the organization
of the firm, and (4) the heterogeneity of the firm’s actions. For example, the basic
issues regarding the firm’s existence include: why do firms emerge, and why are not
all transactions mediated by the marketplace? Boundary issues include: why is the
boundary between the firm and the marketplace defined as it is (which transactions
should reasonably be performed internally, and which should be performed exter-
nally)? The notion of the firm’s organization addresses: why are firms structured in
a boundary-defining way, and what are the roles of formal and informal relation-
ships? The heterogeneity of the firm captures questions such as: what drives the
actions by the firm and the firm’s resulting performance?

An earlier parallel to these boundary-defining themes of a firm can be found in
works on “The Principles of Scientific Management” (Taylor 1911) and “Administrative
Theory” (Fayol 1916). Administrative theory, similar to its near-contemporary the
“Scientific Management” approach, is founded on the notion that firms are rational
and closed systems. The firm was assumed to have clear objectives and relatively
defined structural boundaries. The interactions of the firm with its environment and
any other factors which are external to the firm were systematically ignored. Times
have changed, and these changes have significant implications for a theory of the
boundary-spanning marketing organization (i.e., MOR theory). Marketing is no
longer confined to a department or a function (Workman et al. 1998).

Keith (1960, pp. 36-38) introduced this evolution of marketing about half a cen-
tury ago by focusing on the “marketing company ... [where] marketing permeates
the entire organization,” suggesting “we are moving from a company which has the
marketing concept to a marketing company.” A marketing organization is unique in
that marketing is not attached to a department or function (e.g., Walker and Ruekert
1987) but is instead based on a set of activities (e.g., Day 1994). Emphasizing mar-
keting activities instead of the marketing function allows marketing to permeate the
entire organization (Homburg and Pflesser 2000) and serves to fuse together the

G.T.M. Hult, Boundary-Spanning Marketing Organization: A Theory 7
and Insights from 31 Organization Theories, SpringerBriefs in Business 20,
DOI 10.1007/978-1-4614-3819-9_2, © Academy of Marketing Science 2011



8 2 A Theory of the Boundary-Spanning Marketing Organization

“network of specialized organizations [that have become] the organizations of the
future” (Achrol 1991, p. 78). These marketing activities have specific emphases
depending on their internal-external focus. Day (1994) categorizes capabilities-
based marketing activities at a coarse-grained level into inside-out (e.g., integrated
logistics), outside-in (e.g., market sensing), and boundary spanning (e.g., strategy
development). In addition, Vorhies and Morgan (2005) provide a compilation of
some key marketing activities at a fine-grained level (e.g., pricing, product develop-
ment, channel management, marketing communications, selling, marketing plan-
ning, marketing implementation).

Contemporary forms of vertically disaggregated marketing organizations, akin to
sophisticated supply chain networks (i.e., complex webs of interdependent supply
chains involving relatively autonomous organizations; Hult et al. 2004), are quasi
entities involved in complex multilateral systems of activities. While traditional
firms develop products through markets or hierarchies (Williamson 1975), the mar-
keting organization model of MOR theory not only allows for control in the making
of the product (i.e., hierarchy), similar to a vertically integrated firm, but it also
allows for the flexibility associated with the buy model (i.e., markets) (cf. Thorelli
1986). As such, MOR theory captures the advantages of both markets and hierar-
chies while steering clear of many of the risks of each. In alignment with these
thoughts, Moorman and Rust (1999) suggest that organizations are shifting away
from functional marketing to a “marketing process organization” (i.e., an organiza-
tion which disperses activities across non-specialists; Workman et al. 1998).

The historical foundation for such a theory of the marketing (process) organiza-
tion can be partially traced to supply chains and the sales-marketing interface (e.g.,
Lusch et al. 2010; Malshe and Sohi 2009; Mentzer and Gundlach 2010; Stock et al.
2010). For example, Henry Ford’s supply chain was composed of a vertically inte-
grated collection of wholly owned vendors that supplied materials to Ford’s produc-
tion and assembly facilities. Likewise, rooted in the notion of having minimal
inventories, Toyota developed its Kanban system in the 1970s with the goal of
reducing waste by reducing inventory-carrying costs. The just-in-time concept of
Kanban led many firms to also implement frequent deliveries of quality materials
from firms in relatively close proximity to the assembly plant. The successive mar-
keting systems adopted by many firms (e.g., Wal-Mart) included the development of
integrative systems capabilities, at the point-of-sale and throughout the supply chain
system, to have real-time data on what items to reorder (cf. Scheer et al. 2010).
More recent examples include outsourcing and offshoring, along with establishing
small business federations, as a way to capture the advantages of both markets and
hierarchies while reducing the risks associated with each. The contemporary ver-
sions of these business models are held together by boundary-spanning marketing
activities that facilitate managing the processes within and across the firm’s bound-
aries and supply chain networks.

In support of the centrality of activities holding together the elements of the mar-
keting organization, Webster (1992, 2009) and Day (1994) emphasize the impor-
tance of marketing activities as fundamental to cross-functional business processes,
as do Vargo and Lusch (2004, p. 10) in their discussion of “process management.”
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Based on Srivastava et al. (1999, p. 169), marketing is composed of three primary
customer value-creating processes: product development management (PDM; cre-
ating solutions the customer wants), supply chain management (SCM; acquiring
physical and informational inputs and transforming them into customer solutions),
and customer relationship management (CRM; identifying customers, creating cus-
tomer knowledge, building customer relationships, and shaping customer percep-
tions) (cf. Luo 2010). In each of these processes, “marketing ... infuses a customer
orientation into the subprocesses ... through the medium of individual marketing
tasks,” which are “defined broadly as specific items of work that marketing profes-
sionals typically do” (Srivastava et al. 1999, p. 172). The end result is that the core
customer value-creating processes of PDM, SCM, and CRM—in a direct or interac-
tive way—affect the financial performance of the firm (Ramaswami et al. 2009).

The three customer value-creating processes are embedded in networks of activ-
ity links, actors, and resources ties (e.g., Anderson et al. 1994; Johanson and Vahlne
2011). Early on, “these networks consisted of informal social ties, more a collection
of dyadic bonds than a formal network, and functioned in the shadows of the formal
organization” (Achrol and Kotler 1999, p. 147). However, the marketplace is
increasingly driven by influential and often large-scale networks (Thorelli 1986).
No longer are the social structures of networks the main focus for research and
practice. Instead, networks are now formal governance structures that embody an
alternative to Williamson’s (1975) markets and hierarchy choices (Achrol and
Kotler 1999). In fact, “the entire economy may be viewed as a network of organiza-
tions with a vast hierarchy of subordinate, criss-crossing networks” (Thorelli 1986,
p. 38). Importantly, networks are not the same as administered markets (Williamson
1975), since a network may encompass only a small portion of one of several
markets.

Based on Achrol and Kotler (1999, p. 148), four primary categories of network
organizations can be embedded in MOR theory: “internal networks that are designed
to reduce hierarchy and open firms to their environments; vertical networks that
maximize the productivity of serially dependent functions by creating partnerships
among independent skill-specialized firms; intermarket networks that seek to lever-
age horizontal synergies across industries; and opportunity networks that are orga-
nized around customer needs and market opportunities and designed to search for
the best solution to them.” Inherent in MOR theory, a marketing organization can be
proficient and have experience with each of these four network models. However,
the likely scenario is that a truly efficient marketing organization emphasizes one or
a small set of network types at any given time to achieve superior performance.

Layered together, a focus on marketing activities (e.g., Day 1994) within the
structure of the core customer value-creating processes of PDM, CRM, and SCM
(Srivastava et al. 1999) at the level of the complexity inherent in the four categories
of network arrangements (Achrol and Kotler 1999) makes up the main pillars of
MOR theory. However, within the depiction of the activities, processes, and net-
works the marketing organization also adopts a stakeholder focus as an important
component (e.g., Donaldson and Preston 1995; Mitchell et al. 1997). That is, a theory
of the boundary-spanning marketing organization places emphasis on multiple
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Inside-Out Activities Product Development
(Proactive & Responsive) Management Processes
Outside-In Activities
(Proactive & Responsive)

Customer Relationship
Management Processes

Boundary-Spanning Activities . Customer .
Proactive & R . Marketing Value- Supply Chain
(Proactive esponsive) Activities Creating Management Processes
Processes

Complementarity

Marketing & Combinative Effects

Internal Networks Organization

(Actors, Activity Links, & Theory
Resource Ties)
Vertical Networks
(Actors, Activity Links, & Networks
Resource Ties)
Intermarket Networks

(Actors, Activity Links,
& Resource Ties)

Stakeholders
Primary Stakeholders
(Power, Legitimacy, & Urgency)

Opportunity Networks Secondary Stakeholders
(Actors, Activity Links, (Power, Legitimacy, & Urgency)
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Fig. 2.1 The integrated elements of the boundary-spanning marketing organization

“actors” (i.e., stakeholders). Clarkson (1995) identifies these stakeholders as either
primary (i.e., those that are crucial for the firm’s survival and continued market suc-
cess) or secondary (i.e., those that are not vital for the firm’s survival but can still
mobilize public opinion in favor of or against a firm). Primary stakeholders include
customers, employees, suppliers, shareholders, communities, and regulators, while
secondary stakeholders can be groups such as the media and special interest groups
(e.g., Hult et al. 2011). In focus, now are actors involved in performing marketing
activities in the firm’s customer value-creating processes and those involved in the
(multiple) network(s) of the firm. Overall, the boundary-spanning marketing orga-
nization encompasses an integrated foundation of (1) marketing activities (inside-
out, outside-in, and boundary spanning), (2) customer value-creating processes
(PDM, CRM, and SCM), (3) networks (internal, vertical, intermarket, and opportu-
nistic), and (4) stakeholders (primary and secondary).

Figure 2.1 provides a depiction of the basic elements of MOR theory. Overall,
the skeleton for this form of organization is built around a primary objective to
develop and implement marketing activities within customer value-creating pro-
cesses and to be a mechanism that fuses together these activities with the networks
(including key actors) in which the firm is embedded in the marketplace. Ultimately,
implications of MOR theory span both structural and behavioral marketing organi-
zation variables (cf. Olson et al. 2005). Significant overlaps exist in theoretical
boundaries across the four elements of the boundary-spanning marketing organiza-
tion. First, the central focus on marketing activities is also central to the behaviors
exemplified in the core value-creating processes of PDM, CRM, and SCM as well
as the activity links within the network focus. Second, a primary/secondary stake-
holder focus is, in this case, synonymous with the focus on various “actors” included
in the network. The remaining factor across the four elements of the marketing
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organization is “resource ties.” Resources, in general, are viewed as critical across
activities, processes, and networks—with boundary-spanning marketing organiza-
tions uniquely integrating their strategic resources to leverage a competitive advan-
tage in the marketplace.

Marketing Activities

The fundamental premise for MOR theory rests on the notion that “marketing activ-
ities,” rather than a focus on the marketing department or the marketing function,
represent the central feature of contemporary marketing. Marketing activities are
created and performed as a direct functioning of an organization’s (superior) capa-
bilities (Day 1994) and take place in customer value-creating processes (Srivastava
et al. 1999) and networks (Achrol and Kotler 1999; Anderson et al. 1994; Johanson
and Vahlne 2011). For example, “capabilities are manifested in such typical busi-
ness activities as order fulfillment, new product development, and service delivery”
(Day 1994, p. 38). In fact, there are a plethora of marketing activities that stem from
marketing-based capabilities (e.g., Day 1994; Vorhies and Morgan 2005). The foun-
dation for the development and implementation of these marketing activities perme-
ates the fabric of boundary-spanning marketing organizations, beyond the marketing
department and the marketing function.

Day (1994, p. 41) identifies three categories of capabilities manifested in market-
ing activities—*“inside-out” (internal), “outside-in” (external), and ‘“boundary-
spanning”—as the broad categories of relevant activities for market-driven
organizations. Examples of inside-out capabilities encompass financial manage-
ment, cost control, technology development, integrated logistics, manufacturing/
transformation processes, human resource management, and environment health
and safety. Outside-in capabilities include market sensing, customer linking, chan-
nel bonding, and technology monitoring. Boundary-spanning capabilities encom-
pass customer order fulfillment, pricing, purchasing, customer service delivery, new
product/service development, and strategy development.

This collection of internal, external, and boundary-spanning marketing capabili-
ties makes marketing’s role in the organization (Moorman and Rust 1999) and soci-
ety (Wilkie and Moore 1999) complex, integrative, and critically important. Given
that these capabilities are manifested in activities, the marketing activities define the
scope of the boundary-spanning marketing organization. As such, the focus on mar-
keting activities is more critical in the formulation of the boundary-spanning mar-
keting organization than are other influences (e.g., environment, industry) and/or
elements (e.g., strategy, structure). And, importantly, the marketing activities are
derived from inside-out, outside-in, and boundary-spanning marketing capabilities
rather than from the scope inherent in a marketing department or the traditional
marketing function (cf. Day 2011).

Also important is that today these activities do not “look like the product, place,
price, and promotion activities enshrined in decades of textbooks” (Day 2011, p. 192).
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While the so-called 4Ps of product, place, price, and promotion remain relevant, the
boundary-spanning marketing organization will likely thrive on activities that are
closely tied to its components of customer value-creating processes, networks, and
stakeholders. In that spirit, I will briefly discuss a limited set of marketing activities
that are, on a relative scale, critically important for the development, implementa-
tion, and maintenance of an effective and efficient boundary-spanning marketing
organization in the subsequent sections on customer value-creating processes, net-
works, and stakeholders. However, it is important first to distinguish between
responsive and proactive marketing activities (e.g., Atuahene-Gima et al. 2005;
Blocker et al. 2011; Narver et al. 2000; 2004; Tsai et al. 2008) as they pertain to the
outside-in, inside-out, and boundary-spanning marketing activities (e.g., Day 1994,
2011). In addition, I have included a brief section on “Cultural Competitiveness”
(e.g., Hult et al. 2002) to focus attention on the fact that all marketing activities are
not weighted equally.

Responsive Marketing Activities

Responsive marketing activities are “the attempt to understand and satisfy custom-
ers’ [and other stakeholders’] expressed needs” (Narver et al. 2000, p. 8). Expressed
needs are defined as “the needs of a customer [and other stakeholders] of which the
customer [stakeholder] is aware and, therefore, can express” (Narver et al. 2000, p. 7).
The stream of research on responsive (sometimes labeled reactive) market orienta-
tion and the marketing activities aligned with that market orientation is really what
the marketing field largely called “market orientation” between 1990 (e.g., Kohli
and Jaworski 1990; Narver and Slater 1990) and until 2000. Using the logic by
Narver et al. (2000, p. 4), this form of “reactive” market orientation has also been
referred to as “customer-led” (Slater and Narver 1998) and “‘customer-compelled”
(Day 1999). In 2000, Narver et al. (2000, p. 7) introduced the idea of a “total market
orientation” and broke the constructs of market orientation into two: “reactive market
orientation” (later referred to as “responsive market orientation”; e.g., Narver et al.
2004, p. 334) and “proactive market orientation.”

Proactive Marketing Activities

Proactive marketing activities are “the attempt to understand and satisfy customers’
[and other stakeholders’] latent [and future] needs” (Narver et al. 2000, p. 8). Latent
needs are defined as “needs of which the customer [stakeholder] is unaware” (Narver
et al. 2000, p. 7). Building on the research by Narver et al. (2000), Slater et al. (e.g.,
Atuahene-Gima et al. 2005; Blocker et al. 2011; Narver et al. 2004) and some others
(e.g., Tsai et al. 2008) have begun to focus increased attention on being proactive in
the marketplace. Their specific emphasis is on proactive market orientation activities
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including, for example: helping “customers anticipate developments in their markets™;
discovering “additional needs of our customers”; and searching for “opportunities
in areas where customers have a difficult time expressing their needs” (Narver et al.
2000, p. 29). Narver et al. (2004, p. 334), in a directly connected article to their 2000
MSI working paper, focus on “responsive and proactive market orientation and
new-product success.” Atuahene-Gima et al. (2005, p. 464) focus on “the contingent
value of responsive and proactive market orientations for new product program
performance.” Tsai et al. (2008, p. 884) focus on “the curvilinear relationships
between responsive and proactive market orientations and new product perfor-
mance.” And, in the most recent article on proactive activities, Blocker et al.
(2011, p. 216) focus on “proactive customer orientation [activities] and its role for
creating customer value.”

Overall, this research stream on organizations’ need to be proactive and respon-
sive stresses the need to also be proactive and responsive in terms of the inside-out,
outside-in, and boundary-spanning marketing activities in the boundary-spanning
marketing organization. A dedicated focus on outside-in and boundary-spanning
activities, per Day’s (1994, 2011) work, at least implies a need to be proactive.
Likewise, it is important to be proactive in terms of “looking inward” to overcome
what Day (2011, p. 187) refers to as the premature “myopically”’ narrowing and
anchoring of the dialogue regarding marketing activities.

Cultural Competitiveness

Cultural competitiveness refers to “the degree to which [organizations] are predis-
posed to detect and fill gaps between what the market desires and what is currently
offered ... this predisposition can arise when [organizational] members develop
shared values and beliefs centered on the importance of serving the market offered”
(Hult et al. 2002, p. 577). Using the logic provided by Hult et al. (2002), the focus
on the cultural competitiveness of boundary-spanning marketing organizations is
not intended to suggest that such organizations possess cultures whose arrays of
characteristics parallel those of more traditional organizational cultures. Accordingly,
for members in boundary-spanning marketing organizations, especially when going
beyond the boundaries of the traditional organization and involving so-called exter-
nal value-chain members, “only certain cultural elements closely related to serving
the market, such as competitiveness” (Hult et al. 2002, p. 577), are the critical ones
in affecting marketing activities (e.g., Hult and Ketchen 2001; Hult et al. 2007b).
Hult and collegues (Hult and Ketchen 2001; Hult et al. 2002, 2003b, 2007b) have
addressed cultural competitiveness (also called “culture of competitiveness”; Hult
et al. 2007b, p. 1035) in a number of studies. The key aspect of this research is that
certain marketing activities pertaining to, in particular, stressing phenomena such as
market orientation, entrepreneurship, innovativeness, and organizational learning
make organizations more prone to exemplifying characteristics of a cultural com-
petitiveness in their dealings with the marketplace. Such cultural competitiveness is
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important as an anchoring in boundary-spanning marketing organizations as they
prioritize certain marketing activities to develop and implement over others in order
to have a competitive advantage and achieve superior performance.

Customer Value-Creating Processes

Srivastava et al. (1999, p. 169) identify a set of three core business processes that
specifically “contributes to customer value creation.” These processes are: (1)
PDM, (2) CRM, and (3) SCM. The PDM process is the most internally oriented
of the three business processes and involves creating and developing products that
satisfy the wants and/or needs of customers (Brown and Eisenhardt 1995). The
CRM process is the most externally focused business process (cf. Aurier and
N’Goala 2010) and “addresses all aspects of identifying customers, creating cus-
tomer knowledge, building customer relationships, and shaping the perceptions of
the organization and its products” (Srivastava et al. 1999, p. 169; cf. Reimann
et al. 2010). The SCM process is boundary spanning given the integrated engage-
ment of internal and external actors of the firm. “SCM encompasses the planning
and management of all activities involved in sourcing and procurement, conver-
sion, and all logistics management activities” (Mentzer and Gundlach 2010, p. 1;
cf. Li et al. 2010).

The internal (i.e., NPD), external (i.e., CRM), and boundary-spanning (i.e.,
SCM) focus of the three customer value-creating processes as proposed by Srivastava
et al. (1999) are remarkably similar in focus to Day’s (1994, p. 41) “outside-in pro-
cesses” (external emphasis), “inside-out processes” (internal emphasis), and “span-
ning processes.” The capabilities associated with each process were briefly
mentioned earlier in the “Marketing Activities” section. However, it is important to
note that there is a high degree of alignment between Day’s (1994) and Srivastava
etal.’s (1999) work. The labeling is somewhat different, and Srivastava et al. (1999)
certainly narrows the scope of the internal, external, and boundary-spanning focus
by selecting NPD, CRM, and SCM as the capabilities that would tackle the pro-
cesses initially described by Day (1994). In addition, Day’s (1994) focus was largely
on classifying capabilities into these three “buckets” of important customer value-
creating processes. At the same time, neither Day (1994) nor Srivastava et al. (1999)
place any real emphasis on the “marketing activities” associated with the “capabili-
ties” in the case of Day (1994) and the “core business processes” in the case of
Srivastava et al. (1999). Bringing it “down” to the activities level is important since
marketing activities are at the center of the boundary-spanning marketing organiza-
tion and what makes it thrive (and also what makes market-driven organizations and
the core business processes thrive).

Each of the three customer value-creating processes is macro-oriented and sub-
sumes a number of subprocesses (see Table 1 in Srivastava et al. 1999). For exam-
ple, NPD involves such subprocesses as “ascertaining new customer needs” and
“coordinating product design activities to speed up business processes” (Srivastava
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etal. 1999, p. 170). CRM involves such subprocesses as “identifying potential new
customers” and “determining the needs of existing and potential new customers”
(Srivastava et al. 1999, p. 170). SCM involves, for example, subprocesses such as
“selecting and qualifying desired suppliers” and “managing (multiple) channels”
(Srivastava et al. 1999, p. 170).

Collectively, the three processes are interconnected in terms of (macro and micro)
interactions and interrelationships, and they are intended to be value creating in the
marketing organization (cf. Esper et al. 2010). As such, both complementarity
(cf. Hess and Rothearmel 2011; Richey et al. 2010) and combinative effects (Kogut
and Zander 1992) are involved in the dynamics of the knowledge-intensive and
customer value-creating processes. A key feature of these processes is also their
close “linkages between individual marketing activities” and “those people [i.e.,
actors] charged with implementing them” (Srivastava et al. 1999, p. 169—170). To
synthesize ideas of customer value-creating processes within the scope of MOR
theory, activities and actors in the boundary-spanning marketing organization bind
together (1) PDM processes, (2) SCM processes, and (3) CRM processes.
Importantly, complementarity (dependence) and combinative effects (synergy) exist
among these customer—value-creating processes.

Product Development Management Processes

Product development, as viewed within the notion of customer value-creating pro-
cesses, has been centered in a skewed way on “new” product development. For
example, Srivastava et al. (1999) list six subprocesses of PDM processes, and the
top three are focused on something “new” (i.e., ascertaining new customer needs;
designing tentative new product solutions; developing new solution prototypes).
This is not to say that Srivastava et al. do not place some emphasis on the other
aspects of product development, but the literature appears to have grabbed a hold of
the new product aspect much more so than PDM processes in general. In this con-
text, the notion of “innovation” has also been placed in the forefront; new products
often, if not always require innovation of some form. However, even innovation can
take on various forms (e.g., Hurley and Hult 1998).

Innovation can be of the form of product innovation, process innovation, admin-
istrative innovation, innovativeness of the organization’s culture, and innovative-
ness in the fabric of the firm’s various corporate units (e.g., SBUs), strategic groups,
industry, country, etc. (cf. Short et al. 2007). Importantly, innovative firms are not
always good at new product development, and having an innovative culture is not
necessarily the same as being entrepreneurial (cf. Hult et al. 2003b) in taking advan-
tage of the innovative new product or service developed (Hult and Ketchen 2001;
Hult et al. 2002, 2007b; Hurley and Hult 1998). This of course begs the question: If
you have an innovative culture and innovative strategy, do you have a more innova-
tive product at the end than if you have just an innovative culture or an innovative
strategy? And, if you can have only one, which is better to have: an innovative culture
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or an innovative strategy? The answers are intriguing and worthwhile to research,
but the main story on NPD in the context of the boundary-spanning marketing
organization is that NPD includes development of products that are “new-to-the-world”
products, new product lines, line extensions, and product modifications. Only the
“new-to-the-world” product category would be truly “new” in this context, and such
a newness focus is too limiting for the NPD scope as a part of the customer value-
creating processes Srivastava et al. (1999) describe as the three core business
processes.

Supply Chain Management Processes

SCM processes related to marketing have often centered on the so-called marketing
channels aspect of marketing (cf. Chabowski et al. 2011). In the past, logistics was
also more front and center in marketing (e.g., Mentzer et al. 2001) until it (to some
degree) broke off as a separate field with the founding of the National Council of
Physical Distribution Management in 1963 (the organization’s name changed to the
Council of Logistics Management in 1985 and again to the Council of Supply Chain
Management Professionals (CSCMP) in 2005). Interestingly, with the much more
integrative work done in SCM, marketing along with many of its closely related
fields has become more focused on SCM in the last decade (e.g., Boyer and Hult
2005a, b, 2006; Mentzer and Gundlach 2010).

The concept of SCM, originally recognized in the 1980s (Mentzer and Gundlach
2010), now spans the main areas of logistics (Hult et al. 2007a; Mentzer et al.
2001), supply management (i.e., sourcing purchasing, procurement; Hult 1998;
Hult and Chabowski 2008; Hult et al. 2000), operations (e.g., Hult et al. 2010), and
marketing channels. However, many more aspects of SCM cross boundaries within
and outside the core field of marketing, including “integration of supply and
demand management with and across companies, including coordination and col-
laboration with channel partners and customers, sourcing, procurement, conver-
sion, and logistics” (Mentzer and Gundlach 2010, p. 1). The CSCMP provides the
following all-encompassing definition:

Supply chain management encompasses the planning and management of all activities
involved in sourcing and procurement, conversion, and all logistics management activi-
ties. Importantly, it also includes coordination and collaboration with channel partners,
which can be suppliers, intermediaries, third party service providers, and customers. In
essence, supply chain management integrates supply and demand management within
and across companies.

In addition, CSCMP also defines the boundaries and relationships involved in
SCM. Such boundaries can of course be debated and can be contingency-based
(i.e., different in different industries and/or from situation to situation). However,
in the interest of capturing the leading SCM association’s viewpoint on the bound-
aries and relationships involved in SCM, their directly quoted statement is set
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forth. CSCMP states that the boundaries and relationships inherent in SCM are
viewed as follows:
Supply chain management is an integrating function with primary responsibility for linking
major business functions and business processes within and across companies into a cohesive
and high-performing business model. It includes all of the logistics management activities noted
above, as well as manufacturing operations, and it drives coordination of processes and activities
with and across marketing, sales, product design, finance, and information technology.

Both the SCM definition and the statement regarding the boundaries and rela-
tionships inherent in SCM were found on the CSCMP website on January 1, 2012,
at http://cscmp.org/aboutcscmp/definitions.asp. The SCM definition corresponds to
the one used by Mentzer and Gundlach (2010) in their introduction to the special
issue of the Journal of the Academy of Marketing Science on “Exploring the
Relationship Between Marketing and SCM.”

Customer Relationship Management Processes

Srivastava et al. (1999, p. 172) state that “the change to a market-driven CRM pro-
cess entails shifting from a modus operandi that views customer relationships as
solely means to sell, deliver, and service a product to one that regards them as a
means to learn about customer needs and wants and how best to create, satisfy, and
sustain them.” That statement correlates with their notion that CRM is mostly exter-
nally focused and, likewise, correlates with the external emphasis of Day’s (1994)
“outside-in processes.” His external emphasis includes capabilities associated with
market sensing, customer linking, channel bonding, and technology monitoring.
Srivastava et al.’s (1999, p. 170) external focus includes subprocesses such as “iden-
tifying new customers”; “determining the needs of existing and potential new cus-
tomers”; “learning about product usage and application”; “developing/executing
advertising programs”; “developing/executing promotion programs’’; “developing/
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executing service programs”’; “developing/executing sales programs”; “acquiring/
leveraging information technology/system for customer contact”; “managing cus-
tomer site visit teams”; and ‘“cross-selling and upselling of product service
offerings.”

Collectively, it is clear that the combination of Day’s (1994) and Srivastava
et al.’s (1999) views places a lot more emphasis on the “relationship” aspects in
dealing with customers than does the old selling mode. CRM can be an important
way to enhance customer loyalty and ultimately the performance of the firm
(Hillebrand et al. 2011). But, more importantly, it places an increased focus on the
strategic aspects of CRM within the context of the boundary-spanning marketing
organization. That is, we assume—based on the external focus suggested by Day
(1994) and Srivastava et al. (1999) in this context—CRM capabilities and (market-
ing) activities are intertwined within the networks that engage the organization
(involving multiple or even numerous supply chains) and with the organization’s
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most important (other) processes and activities (e.g., product development). In par-
ticular, there is a so-called liability of outsidership (Johanson and Vahlne 2009) of
not being inside the appropriate networks, and much of this outsidership can be
traced to poor CRM practices (if we assume that the organization has something
valuable that the insider network members would want to engage within the context
of their products, services, and/or operations). In essence, superior CRM practices
may even be able to reduce market uncertainty across the domestic and global mar-
ketplace (cf. Johanson and Vahlne 2009).

Complementarity and Combinative Effects

As 1 stated earlier in this section on customer value-creating processes (i.e., “three
core business processes’”’; Srivastava et al. 1999, p. 169), I believe that both theoreti-
cally and practically there is strong potential to develop these processes into “stra-
tegic resources” (e.g., Barney 1991; Hult et al. 2003a, 2006) by focusing on elements
of complementarity (dependence) and/or the combinative effects (synergy) that can
and even should exist among these customer—value-creating processes (cf. Craighead
et al. 2009). Literatures on both concepts—complementarity and combinative
effects—have developed largely separately, but I believe they can be nicely inte-
grated. The most logical starting point is combinative capabilities, as conceptual-
ized by Kogut and Zander (1992).

Kogut and Zander’s (1992) heavily cited research on “combinative capabilities”
is anchored in the knowledge of the firm (Grant 1996, 2002). They argue that “what
firms do better than markets is the sharing and transfer of the knowledge of indi-
viduals and groups within organizations” (Kogut and Zander 1992, p. 383). The
logic is that creating new knowledge does not occur independently from the firm’s
current capabilities. Instead, new knowledge is a function of a firm’s combinative
capabilities to generate new applications, views, and innovations from existing (but
often scattered) knowledge. In that sense, combinative capabilities refer to the
“intersection of the capability of the firm to exploit its knowledge and the unex-
plored potential of the technology” (Kogut and Zander 1992, p. 391). Likewise, the
potential of the unique and perhaps idiosyncratic intersections (i.e., combinations)
that can be created among the NPD, CRM, and SCM processes (including their
many subprocesses) within the boundary-spanning marketing organization can be
remarkably important in developing the organization’s (sustainable) strategic
resources (Barney 1991; Hult and Ketchen 2001; Hult et al. 2002, 2004, 2007b).

Hess and Rothaermel (2011, p. 895) recently discussed the notion of “when are
assets complementary” within the context of value chain activities. They addressed
this complementarity in a methodological way as “activity combinations,” which
brings their complementarity idea close to Kogut and Zander (1992). However, the
original notion of complementarity is theoretically solid. That is, in its most sim-
plistic form, the logic is as follows. Take the basic formula of A+B —C. When
tested together, both A and B positively affect C. However, if the test entailed A — C
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and B — C in two simplistic regression models and neither A nor B significantly
affected C, then we can argue that “complementarity” exists between A and B.
Specifically, A and B are significant only if tested jointly on C. This is different
from Kogut and Zander’s (1992) “combinative capabilities” (or ‘“combinative
effects” in my language) in that the Kogut and Zander (1992) theory would require
the product of A and B to also be significant (i.e., A+ B+ A*B — C, where each of
A, B, and A*B significantly affects C).

This complementarity and combinative modeling is powerful from a theory
standpoint but also logical as it pertains to the customer value-creating processes.
For example, marketing organizations that are superior at new product development
but cannot support their product development processes with solid CRM and/or
SCM processes are at least likely to be less successful in the marketplace (i.e., they
are taking advantage of the combinative effects only in a limited way) and may even
be achieving no market success due to their lack of good operational CRM and
SCM processes (i.e., they lack the complementarity needed among PDM, CRM,
and/or SCM processes). This is not to say that marketing organizations should be
superior, or even great, at all three core business processes, but they should strive to
be great or superior in one of the processes and “neutral” (i.e., average to good) in
the other two processes.

Networks

Achrol and Kotler (1999, p. 148) define a network organization as “an independent
coalition of task- or skill-specialized economic entities (independent firms or auton-
omous organizational units) that operates without hierarchical control but is embed-
ded, by dense lateral connections, mutuality, and reciprocity, in a shared value
system that defines ‘membership’ roles and responsibilities.” As such, networks
consist of units linked together by the fact that they either produce or use comple-
mentary or competitive sources (cf. Dickson 1992). Consequently, the network
always contains elements of both cooperation and conflict. Achrol and Kotler (1999)
distinguish among four types of networks: internal networks, vertical networks,
intermarket networks, and opportunity networks (cf. Iacobucci 1996). A boundary-
spanning marketing organization adopts one or a subset of these networks based on
the adaptability and flexibility required to achieve a competitive advantage (Weick
1976). The connections within each network type involve activity links, actors, and
resource ties (Anderson et al. 1994), a conceptualization I used previously in a sup-
ply chain setting (Hult 1995).

Internal networks are developed to reduce hierarchy and open marketing organi-
zations to their environments as layered networks and/or internal market networks.
Marketing activities are distributed throughout the internal network, with each
involved unit being a customer of inputs and marketer of outputs to other units
inside and outside the firm. Vertical networks are constructed to maximize the pro-
ductivity of serially dependent functions by creating partnerships among independent,
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skill-specialized firms. Marketing activities are specialized in one or a few of the
firms in the vertical network to allow this form of network to derive its competitive
advantage from a quasi-organizational design. Intermarket networks seek to lever-
age horizontal synergies across industries. They are held together by a combination
of shared resources, strategic decisions, collective action, and social ties. Marketing
activities in the intermarket network are similar to those in the vertical network, but
unique opportunities exist for marketing in “brokering complex, nontraditional
deals among nations, for example, barer, countertrade, and ‘third-country’ trade”
(Achrol and Kotler 1999, p. 156). Opportunity networks are organized around customer
needs and market opportunities and are designed to search for the best solution.
Marketing activities in the customer opportunity network largely focus on expert
knowledge of the dynamics of the marketplace (industrial products) and efficient
processing of transactions (customer products).

Overall, marketing activities (or activity links), actors, and resource ties serve as
the bonding links within networks of the boundary-spanning marketing organiza-
tion (cf. Anderson et al. 1994), with each organization adopting a particular network
type(s) (internal, vertical, intermarket, opportunity) based on the knowledge,
resources, and flexibility needed to achieve a competitive advantage in the market-
place. Each of the three network components—actors, activities, and resources—is
dependent on the other two (Hakansson 1989). Specifically, based on Hakansson
and Johanson (1984), the dependencies among the three network components are
rooted in functional interdependencies, power structure, knowledge structure, and
intertemporal dependence.

With respect to the functional interdependence, actors, activities, and resources
together form a system where heterogeneous demands are satisfied by heterogenous
resources. They are functionally related to each other. Regarding the power structure,
based on the control of activities and resources there are important power relations
between the actors. The performance of the activities is to some extent organized
based on those power relations. Regarding knowledge structures, the design of the
activities and the use of the resources are bound together by the knowledge and expe-
rience of present and earlier actors. The knowledge of those actors is related to each
other. Regarding the intertemporal dependence, the network is a product of its history
in terms of all memories, investments in relationships, knowledge, and routines.
Changes in the network(s) must be accepted by at least large parts of the network.

Actors in the Network

The actors in the network control activities and resources; individuals, groups of
individuals, parts of firms, and groups of firms can be actors (Hakansson and
Johanson 1984; Hikansson and Ostberg 1975). This means that a functional depart-
ment within the organization can assume the position of one individual actor when
dealing with both inter- and intra-network members (Hakansson 1989). Thus, in the
boundary-spanning marketing organization network, actors operate at several
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organizational levels. Hence, actors at lower levels can be part of actors at higher
levels (i.e., a functional department can assume the position of one single actor
although it consists of actors at different hierarchical levels). Independent of the level,
actors have five basic characteristics (Hakansson and Johanson 1984). First, they per-
form and control the activities within the network(s), meaning that they determine,
alone or jointly, which activities to perform, how these activities are to be performed,
and which resources are to be used when performing the activities. Second, through
exchange processes actors develop relationships with each other, with each actor
being embedded in a web of relationships which indirectly or directly give the actor
access to other actors’ resources (Iacobucci and Hopkins 1992). The interaction pro-
cess, the participants themselves, the environment, and the atmosphere affect the
development of actor-specific relationships in network(s) (Hakansson 1987, 1992).
Third, actors base their activities on direct (i.e., ownership) or indirect control over
resources. Indirect control is relatively intangible but critically important in the net-
work; it is generally based on relationships with other actors and the associated depen-
dence relationships with those actors (e.g., Dant and Schul 1992; Gaski 1984; Heide
and John 1988; Keith et al. 1990). Fourth, actors are goal-oriented, with the general
goal of increasing their control over the network (power and influence within the
structural boundary-spanning organizational system, assuming that control is a means
to achieve other goals). Fifth, actors possess certain knowledge about activities,
resources, and other actors in the network(s). Typically, the knowledge of closer parts
of the network is greater than the knowledge of more distant parts.

Activity Links in the Network

An activity occurs when one or several actors combine, develop, exchange, or create
resources by utilizing other resources (cf. Hunt 2000). Activities performed within
a unit are typically called “production activities,” and activities performed between
units are typically called “exchange activities” within the network perspective (e.g.,
Hakansson 1989). Both sets of activities within network(s) are clearly important,
but the exchange activities take on a particularly important role given the scope of
the boundary-spanning marketing organization. The dependencies among the pro-
duction activities, exchange activities, and across the production and exchange
activities are critically important in the context of the larger depiction of the bound-
ary-spanning marketing organization. Specifically, a change in one relation can
often effect other network relations, and to varied degrees a small change in one
relation in some cases ultimately leads to a significant effect on the network in other
places far removed from that one small change (cf. “bullwhip effect” in SCM). The
need for coordination to avoid this bullwhip effect in the network is determined by
the dependence relationships between activities. Several types of dependencies gen-
erally coexist in the network(s). First, a sequential dependency refers to a situation
in which some activities must be carried out before others. Second, a shared depen-
dency exists in the system when two or more activities are mutually dependent on
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each other because they are linked together by a common entity. Importantly, the
inter-unit exchange activities are important to bridge the gaps between production
activities within units and to channel and handle a variety of conflicting forces in the
network. Within this network context, two categories of activities exist: transforma-
tion and transfer (Hakansson 1987). Transformation activities are always carried out
within the control of one of the actors. They are characterized by one resource being
improved by the use of other resources. Transfer activities link transformation activ-
ities, forming chains of activities and creating relationships with other actors.

Resource Ties in the Network

The resource ties represent a necessary condition for all intra-unit activities
(Hakansson 1989; Pfeffer and Salancik 1978; Thompson 1967). In the case of the
individual units within network(s), five types of resources can be identified
(Hakansson 1989, 1992; Waluszewski 1989), each related to some parts of the cor-
porate environment: input goods, financial capital, technology, personnel, and mar-
keting (cf. Barney 1991; Wernerfelt 1984). In the context of these five resources, the
underlying foundation for network(s) is the assumption that the network resources
are heterogeneous. For example, the performance of one employee depends, to
some degree, on those actors with whom they cooperate. As such, this means that as
an independent resource within the systematic structure, Resource A is not a con-
stant. Instead, Resource A is affected by the cooperation of others. For such combi-
nations to be effective, actors within the system have to learn to know different
actors and/or resources available, and thus to discover the appropriate combina-
tions. Traditionally, an organization thrived on the notion that it was better at deal-
ing with the creation of “appropriate combinations” of resources, actors, and activity
links than was the external market. Likewise, the expectation is that the boundary-
spanning marketing organization is better at the creation of “appropriate combina-
tions” of resources, actors, and activity links than are those organizations that are
not a part of the network (e.g., Johanson and Vahlne 2009, 2011).

Stakeholders

Freeman (1984, p. 46) defines stakeholders as “any group or individual who can
affectoris affected by the achievement of the organization’s objectives.” Stakeholders
are categorized into two core groups: primary and secondary (Clarkson 1995; Hult
et al. 2011). Primary stakeholders are those on whom the marketing organization
depends for its survival (i.e., shareholders, employees, customers, suppliers, regula-
tors, and local communities) (e.g., Hult et al. 2011). Secondary stakeholders (e.g.,
special interest groups, competitors, trade associations, mass media, and social
media) do not have a strong or direct tie to the marketing organization, cannot exercise
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any legal authority over the organization, and are not vital for its survival (e.g.,
Eesley and Lenox 2006; Hult et al. 2011). This also means that the influence of the
primary stakeholders is weighted more heavily in developing a marketing organiza-
tion’s strategies (cf. Ferrell et al. 2010) to achieve superior performance (cf. Hult
2011a; Maignan et al. 1999).

At a coarse-grained level, resource dependence theory (Pfeffer and Salancik
1978) provides the rationale to designate shareholders, employees, customers, sup-
pliers, regulators, and local communities as primary stakeholders. Accordingly, an
organization is dependent on “environmental actors” (i.e., stakeholders) who con-
trol resources that are critical for its continued survival. For example, the organiza-
tion depends on customers for sales revenues, employees for human capital,
suppliers for raw materials and other inputs (Porter 2008), shareholders for capital
investment (Day and Fahey 1988), communities for natural resources (Porter and
Kramer 2006), and regulators for access to markets (Birnbaum 1985).

At a fine-grained level, stakeholders can be identified by their possession of at
least one of three attributes: power, legitimacy, and urgency (Mitchell et al. 1997).
In this context, power is the extent to which an actor can impose his or her will
through coercive, utilitarian, or normative means. Legitimacy is defined as “a gen-
eralized perception or assumption that the actions of an entity are desirable, proper,
or appropriate within some socially constructed system of norms, values, beliefs,
and definitions” (Suchman 1995, p. 574). Urgency is the degree to which an actor’s
demands require immediate attention based on time sensitivity (extent to which a
delay is unacceptable to the stakeholder) and criticality (importance of the demands
to the stakeholder). Given these restrictions, stakeholder theory views the marketing
organization as “an organizational entity through which numerous and diverse par-
ticipants accomplish multiple, and not always entirely congruent, purposes’
(Donaldson and Preston 1995, p. 70). Overall, the relative importance of the pri-
mary (and secondary) stakeholders in the boundary-spanning marketing organiza-
tion is directly dependent on the stakeholders’ power, legitimacy, and urgency
weighted relative to the criticality of the resources controlled by the respective
stakeholder. Hult et al. (2011) provide a comprehensive review of 58 marketing
articles on stakeholders and then summarize the conceptual aspects of stakeholders.
Using Hult et al. (2011), with an encouragement to refer to their work for more in-
depth coverage of stakeholders, I briefly summarize the main aspects of primary and
secondary stakeholders in the following two paragraphs.

Primary Stakeholders

Based on Hult et al. (2011), primary stakeholders include customers, employees,
suppliers, shareholders, regulators, and local communities. First, customers, as an
important stakeholder group, have been tackled in incredible depth in the marketing
literature; much of the strategic and consumer-based marketing literatures center on
customers, given their centrality in the scope of what marketing entails. Second,
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employees are often a major source of a firm’s success. In fact, employees are
instrumental in building customer commitment to the organization, in increasing
customers’ willingness to pay, and in improving the level of customer satisfaction.
Third, a firm’s relationships with its suppliers can be instrumental to the firm’s abil-
ity to achieve superior performance. A well-performing relationship exists when
both the supplier and the firm are satisfied with the effectiveness and efficiency of
the relationship. Fourth, firms have an important commitment and obligation to
shareholders; that is, to maximize their wealth. Shareholders invest in a firm with
the expectation that the firm will generate better returns than they could otherwise
get. Fifth, regulators are important stakeholders that can exert political and eco-
nomic restrictions (e.g., regulations, laws) on the firm. Constraints imposed on firms
by regulators can have an impact on a variety of activities including, for example,
the design of products. Sixth, community stakeholders include nongovernmental
organizations and communities formed because of their geography (i.e., proximity)
to the firm’s operations (e.g., production, sales, and supply chain activities).

Secondary Stakeholders

Based on Hult et al. (2011), secondary stakeholders include special interest groups,
competitors, trade associations, mass media, and social media. First, a special inter-
est group is a community with an interest in advancing a particular area of knowl-
edge, topic focus, and/or set of activities. Second, competitors are, within the context
of the boundary-spanning marketing organization, both those organizations that are
within the network and compete in the same product or service category and those
organizations that are not a part of the network pertaining to a specific organization
(labeled “outsidership” by Johanson and Vahlne 2009). That actually means that the
network has a set of “softer” competitors inside the network (“insidership” by
Johanson and Vahlne 2009) and a more concrete set of “harder” competitors outside
the network (“outsidership” by Johanson and Vahlne 2009). Third, a trade associa-
tion is an organization founded and funded by other organizations (or even individu-
als) that typically operates in a specific industry (although some trade associations
are also topic based and span industries). Fourth, mass media refers generally to all
media technologies which are designed to reach a large audience via some form of
mass communication. Fifth, social media, clearly related to mass media but impor-
tant enough to distinguish it from mass media in this context (e.g., Hult et al. 2011),
refers to web-based and mobile technologies that generally turn communication
into an interactive system or dialogue involving their participants (although of
course an actor can passively take part as well).



Chapter 3
Organization Theories Can Inform Research
on the Marketing Organization

To advance research, the theoretical integration of marketing activities, customer
value-creating processes, networks, and stakeholders in the boundary-spanning
marketing organization can be informed by a number of organization theories
(cf. Ketchen and Hult 2007a, b, 2011; Wind 2009). Thirty-one theories appear
particularly applicable to inform work on the marketing organization as conceptu-
alized within the confines of MOR theory (a listing of the 31 organization theories
can be found in Table 1.2). These 31 theories have emerged as potentially insightful
for studying marketing organizations (cf. Workman et al. 1998) and strategic
marketing phenomena (cf. Varadarajan 2010). At the outset, it is important to
realize that these 31 organization theories have different arguments, units of analysis,
assumptions, antecedents, and/or consequences. It is also important to note that the
31 theories can be used within organizational settings, although an argument can be
made that some of them are not necessarily “organization theories” by their origin.
Importantly, while a complete integration of any pair of theories is difficult, an
integration of 31 theories is impossible. Instead, what I intend to accomplish is to
draw out the most applicable aspects of each of the 31 organization theories within
the context of the boundary-spanning marketing organization. The idea is that each
theory has a unique ability to explain and predict certain aspects of the boundary-
spanning marketing organization which cannot be as effectively or efficiently done
by another theory.

I selected these 31 theories based on their current use in organization-focused
research coupled with their significant application potential for the study of market-
ing organizations. Obviously other organization and non-organization theories are
applicable to marketing organizations. Their omission in this SpringerBrief is by no
means an indication that they are not or could not be valuable in explaining and
predicting certain cultural, structural, and/or behavioral aspects of marketing
organizations. Equally important, while 31 organization theories are used in the
SpringerBrief, each is not necessarily equally valid, insightful, and accepted in
the marketing and organization literatures and, as such, some theories are used
more heavily in the development than others.

G.T.M. Hult, Boundary-Spanning Marketing Organization: A Theory 25
and Insights from 31 Organization Theories, SpringerBriefs in Business 20,
DOI 10.1007/978-1-4614-3819-9_3, © Academy of Marketing Science 2011
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For the following discussion, the theories are grouped based on similarity and
applicability for the boundary-spanning marketing organization (i.e., strategic
marketing resources, marketing leadership and decision-making, network alliances
and collaborations, and domestic and global marketplaces). Table 3.1 summarizes
in which cluster each organization theory belongs as it pertains to this research.
The focus of the clustered review of the organization theories is on the integration
of existing organization theory thoughts as opposed to the interpretation of
those thoughts. The intended value of such an approach is to provide a “toolkit” to

Table 3.1 A clustered listing of the 31 organization theories

Strategic marketing resources
Adjustment-cost theory of the firm
Competence-based theory
Knowledge-based view of the firm
Resource-advantage theory
Resource-based view of the firm
Service-dominant logic
Theory of the growth of the firm

Marketing leadership and decision-making
Agency theory
Bounded rationality theory
Game theory
Prospect theory
Real options theory
Strategic choice theory
Theory of competitive rationality
Upper echelons theory

Network alliances and collaborations
Behavioral theory of the firm
Information economics theory
Network theory
Resource dependence theory
Signaling theory
Social capital theory
Theory of multimarket competition
Transaction cost economics

Domestic and global marketplace
Contingency theory
Eclectic theory of international production
Industrial organization
Institutional theory
Organizational ecology
Stakeholder theory
Systems theory
Theory of the multinational enterprise

The organization theories are clustered in the groupings used in
this research. Clearly, each theory goes well beyond the scope
aligned with each cluster. The clusters are simply the structure
placed on the theories within the context of this research
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marketing researchers working in the areas covered in MOR theory (cf. Connelly
et al. 2010; Ketchen and Hult 2007a, b, 2011).

In Table 3.2, each theory is summarized in terms of its original and marketing
scopes as well as the main marketing insights that can be derived from its use within
MOR theory. This summary table is meant to serve as a quick overview of each
theory, with direct reference to their original sources and with the basic aspects of
each theory explained. In essence, Table 3.2 is the Cliff Notes version of the 31
organization theories but with thoughtful marketing scopes and marketing insights
that can set the tone for future research on the boundary-spanning marketing orga-
nization, marketing strategy, and perhaps the field of marketing in general.

Strategic Marketing Resources

Seven of the organization theories in Table 3.2 have an intellectual cluster centered
on “strategic marketing resources” as they apply to a boundary-spanning marketing
organization (i.e., adjustment-cost theory of the firm, competence-based theory,
knowledge-based view (KBV) of the firm, resource-advantage theory, resource-
based view of the firm (RBV), service-dominant logic, and theory of the growth of
the firm). As such, developing, nurturing, and maintaining an advantage in the mar-
ketplace is directly tied to strategic (marketing) resources for a marketing organiza-
tion based on the central elements of the seven “resource theories.” Albeit applied
somewhat differently in each theory, resources permeate the fabric of each and serve
as a focal point for integration and knowledge insights for MOR theory.

* Theory of the growth of the firm: Originally focusing on industrial firms, this
theory defines the economic function as a collection of resources bound together
in an administrative framework. Importantly, it is never the resources that the
boundary-spanning marketing organization possesses that serve as inputs in the
production process but only the services that the organization’s resources can
render.

* RBV: Marketing activities tie resources with advantage and performance in the
boundary-spanning marketing organization. The RBV envisions the organization
as a collection of strategic resources which are heterogeneously distributed
across firms.

* Resource-advantage theory: A disequilibrium-seeking process can increase
resources, even if certain resources are used up. The basis for a sustainable com-
petitive advantage resides in the boundary-spanning marketing organization’s
resources and in how it structures, bundles, and leverages those resources.

e Competence-based theory: This theory addresses what the firm can do particu-
larly well in relation to its competition. The focus is on capabilities that make the
whole boundary-spanning marketing organization more productive than the sum
of its internal and external units.

e KBV of the firm: With a focus on “strategic knowledge,” the firm is portrayed as
an institution for integrating knowledge. The implication is that marketing
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professionals (at all levels of hierarchy) own the bulk of the boundary-spanning
marketing organization’s resources.

e Adjustment-cost theory of the firm: This theory has a knowledge focus on adjust-
ing a relationship by making changes. A horizontal expansion should govern the
boundary-spanning marketing organization’s transfer of any excess strategic
marketing resource capacity if it entails frequent and diverse marketing adapta-
tions. If the industry places a premium on flexibility, expand the organization’s
vertical scope by bringing in parts of the supply chain(s).

e Service-dominant (SD) logic: This theory’s focus is on “specialized competences
(operant resources—knowledge skills)” (Vargo and Lusch 2008, p. 2). The ser-
vice aspect of SD logic is the provision of the information to or for a consumer
who desires it; this could be both an internal and/or an external customer in the
boundary-spanning marketing organization.

The classical point of origination for resource-based theories is the theory of the
growth of the firm. “The economic function of such a [growth] firm was assumed
simply to be that of acquiring and organizing human and other resources in order
profitably to supply goods and services to the market ... it was defined, therefore, as
a collection of resources bound together in an administrative framework, the bound-
aries of which are determined by the area of administrative coordination and author-
itative communication” (Penrose 1959/1995, p. xi). In terms of marketing
organizations, the theory of the growth of the firm, rooted mainly in industrial firms,
has the most logical connection to marketing channels and supply chains. This the-
ory serves as a rational foundation for the resource-based view, and it addresses
acquisition of marketing resources (human and others) that can be used by a firm to
establish a position in the marketplace via product and/or service offerings. In addi-
tion, interfunctional coordination (administrative coordination) and formal report-
ing lines among marketing personnel (authoritative communication) are often used
when defining aspects of resource-centered marketing organizations and their for-
mation of marketing strategy.

Building on the theory of the growth of the firm, the RBV (Wernerfelt 1984)
envisions the firm as a collection of strategic resources which are heterogeneously
distributed across firms (Barney 1991) to achieve a sustainable competitive advan-
tage. A key premise of the resource-based view is its direct connection to the perfor-
mance of the firm via strategic action and competitive advantage (Ketchen et al.
2007). As such, the resource-based view envisions the marketing organization as a
bundle of strategic marketing resources that are heterogeneously distributed across
organizations and are rooted in an equilibrium-seeking process embedded in a mar-
ketplace of perfect competition. A broader but close ally to the resource-based view
within the field of marketing is resource-advantage (R-A) theory. R-A theory sug-
gests that the basis for a sustainable competitive advantage resides in the marketing
organization’s resources and how it structures, bundles, and leverages those market-
ing resources (Hunt and Morgan 1995). A key difference between the RBV and R-A
theory is that R-A theory is rooted in a disequilibrium-seeking process (i.e., the
marketing organization is a bundle of marketing resources which is rooted in a
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disequilibrium-seeking process embedded in a marketplace of less than perfect
competition).

One of the theories underlying R-A theory is competence-based theory. In Hunt’s
view (2000, p. 80), competence-based theory is an “internal factors theory of busi-
ness strategy” with classical origination in Selznick’s (1957) work on “distinctive
competence.” Competence-based theory was used by Andrews (1971) to refer to
what the firm could do particularly well in relation to its competition. It lends itself
uniquely to the study of the marketing organization in that it focuses solely on the
distinctive competences that make the organization thrive in a competitive environ-
ment. Another narrowly defined resource theory is the KBV of the firm. The KBV
is mainly a spinoff from the RBV. While competence-based theory focuses on what
the firm can do particularly well, the KBV suggests that such competencies and
market leadership stem solely from “strategic knowledge”; “the firm is conceptual-
ized as an institution for integrating knowledge” (Grant 1996, p. 109) based on
certain learning endeavors (e.g., Bell et al. 2010, 2000). This knowledge focus is a
prerequisite for the adjustment-cost theory of the firm. Within the adjustment-cost
theory of the firm (Wernerfelt 1997), an organization continually “examines ongo-
ing trading relationships and asks by which process the parties should adjust the
relationship by accommodating changes” (Wernerfelt 2005, p. 17).

The most recent addition to these resource theories—service-dominant logic
(Vargo and Lusch 2004)—both builds on previous resource theories and uniquely
departs from them. In fact, service-dominant logic is not inherently resource focused
per se. Rather, service-dominant logic “implies that the goal is to customize offer-
ings, to recognize that the consumer is always a coproducer, and to strive to maxi-
mize consumer involvement in the customization to better fit his or her needs”
(Vargo and Lusch 2004, p. 12). What ties S-D logic to resource theories is its discus-
sion of specialized competences. Specifically, within service-dominant logic, “service
is defined as the application of specialized competences (operant resources—
knowledge skills), through deeds, processes, and performances for the benefit of
another entity or the entity itself” (Vargo and Lusch 2008, p. 2). Based on the theo-
ries of strategic marketing resources, the marketing organization is a bundle of mar-
keting resources, created by the strategically unique application of specialized
marketing competences, which is rooted in a disequilibrium-seeking process embed-
ded in a marketplace of less than perfect competition.

Marketing Leadership and Decision-Making

Eight of the organization theories in Table 3.2 have an intellectual cluster centered
on “leadership and decision making” as they apply to a boundary-spanning market-
ing organization (i.e., agency theory, bounded rationality theory, game theory, pros-
pect theory, real options theory, strategic choice theory, theory of competitive
rationality, and upper echelons theory).
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Upper echelons theory: Characteristics of top managers are shaped by past prac-
tices and managerial backgrounds, and such practices/backgrounds affect orga-
nizational outcomes and choices, including strategic choices and performance
levels in the boundary-spanning marketing organization.

Strategic choice theory: This theory involves strategic decisions by marketing
managers; the central issue being strategic renewal and repositioning and the
foundational assumption being that boundary-spanning marketing organizations
can enact and actively shape their environment.

Bounded rationality: This theory addresses ingrained operating procedures and
recognizes that it is not possible to understand and analyze all information which
is potentially relevant in making firm choices. Managers are limited by the infor-
mation they have and/or can obtain, emphasizing cognitive limitations of their
minds and frame of reference and the time constraint in which they have to make
decisions in the boundary-spanning marketing organization.

Prospect theory: This theory addresses making choices involving risk; specifically,
it describes how organizations (or people) make choices between alternatives
that involve degrees of risk. The issue of “framing” within the confines of pros-
pect theory is generally considered to be inconsistent with economic rationality
but is important for the subjective rationale in boundary-spanning marketing
organization.

Real options theory: This theory focuses on risk uncertainty and revolves around
creating and then exercising or not exercising certain options. Marketing manag-
ers should look beyond the net present value of a marketing investment and con-
sider the value of the options offered by such an investment for the
boundary-spanning marketing organization.

Game theory: In the “game” of making strategic choices, the focus in such sce-
narios has been on an individual’s success in making strategic choices relative to
other players. Subjective-probability judgments or risk assessment by decision
makers can be employed to reduce uncertainty as it pertains to the boundary-
spanning marketing organization.

Agency theory: In this theory, marketing managers lead instead of owners or top
management; the theory explains firm governance by delineating firm owners as
principals that hire agents (managers) to carry out the business of operating the
boundary-spanning marketing organization.

Theory of competitive rationality: Uniquely qualified leaders can be exploited,
meaning that a firm’s success is tied to the imperfect procedural rationality of its
managers, but responsiveness can make up for the boundary-spanning marketing
organization’s imperfect knowledge and its bounded rationality.

Marketing leaders in particular are central to the effective and efficient opera-

tions of the marketing organization. Marketing outcomes of the organization are
directly tied to the strategic decision-making choices made by top-level marketing
leaders, as rooted in strategic choice theory (Child 1972) and upper echelons theory
(Hambrick and Mason 1984). The characteristics of these marketing managers
along with their managerial backgrounds set the tone for what type of marketing
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decisions will be made (Hambrick 2005), depending on the ingrained operating
procedures that the marketing organization has adopted that are boundedly rational
(Simon 1945, 1957). In essence, the marketing organization develops techniques,
habits, and operating procedures to cope with the often overwhelming amount of
information available to marketing leaders—both internal and external. The prem-
ise is that marketing leaders have an opportunity to shape both marketing strategy
and the external environment in which the firm operates (Child 1972).

Prospect theory suggests that in making strategic choices, marketing leaders
evaluate alternatives that involve degrees of risk (Kahneman and Tversky 1979), a
premise also addressed by real options theory in the form of risk uncertainty (Myers
1977). An astute marketing leader evaluates potential gains and losses relative to the
possibility of exercising available options for implementation. Clearly some mar-
keting leaders are better at the “game” of making strategic choices relative to other
organizations in the marketplace (Neumann and Morgenstern 1944). According to
agency theory, such decisions also include employing marketing managers to lead
the organization’s marketing efforts instead of the owners or even top-level manage-
ment being responsible for marketing leadership (Jensen and Meckling 1976). In
these cases, the marketing organization opts to hire marketing specialists who are
better suited for and capable of carrying out the marketing activities of the organiza-
tion. In effect, according to the theory of competitive rationality, the owners of the
organization assume that their hiring of a uniquely capable leader creates variation
in supply and demand to allow for the development of opportunities that can be
imperfectly exploited by their marketing organization (Dickson 1992). Based on the
delineation of thought on marketing leadership and decision-making, a top market-
ing leader in a marketing organization (1) is structurally a part of an involved firm’s
top management, (2) has authority to make marketing decisions across firm bound-
aries, and (3) has the capability and capacity to operate throughout the internal—
external network.

Network Alliances and Collaborations

As applicable to a boundary-spanning marketing organization, eight of the organi-
zation theories in Table 3.2 have an intellectual cluster centered on “network alli-
ances and collaborations” (i.e., behavioral theory of the firm, information economics
theory, network theory, resource dependence theory, signaling theory, social capital
theory, theory of multimarket competition, and transaction cost economics).

e Network theory: Actors, activity links, and resource ties make up a business-
focused network; the overall network involves creation of a blend of strong and
weak ties between nodes that match the boundary-spanning marketing organiza-
tion’s needs in order to maximize the organization’s performance.

e Theory of multimarket competition: Boundary-spanning marketing organiza-
tions’ competition overlaps in multiple geographic markets. Mutual forbearance
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(a form of tacit collusion) may reduce the market-level intensity of competition
between two organizations when the multimarket contact between them increases,
such as when product markets overlap significantly.

e Social capital theory: Networks of relationships constitute a valuable resource
for the conduct of social affairs. Sensemaking among individuals in boundary-
spanning marketing organizations is a key to trust-building in supply chains and
market networks.

* Behavioral theory of the firm: Organizations should be viewed as consisting of a
number of coalitions, and the role of management is to achieve resolution of
conflict and uncertainty avoidance across all parts of the boundary-spanning
marketing organization.

* Resource dependence theory: This theory describes the sources and conse-
quences of power of boundary-spanning marketing organizations embedded in
networks of interdependencies and social networks that revolve around the con-
trol and dependence on vital external resources in the environment.

* Information economics theory: This theory states that information has economic
value in networks; it is a branch of microeconomic theory focused on how infor-
mation affects economic decisions of a boundary-spanning marketing
organization.

» Signaling theory: This theory involves one firm (the agent) conveying some
meaningful information about itself and/or its products and services to another
party (the principal). For example, organizations often use costly marketing ini-
tiatives to “signal” the type of marketing organization they are and the products
that they sell to reduce information asymmetry.

e Transaction cost economics: Costs can be used to evaluate exchanges that are
internal and external to networks. This theory views the boundary-spanning mar-
keting organization as a governance structure that focuses on identifying, based
on total costs, the exchanges that should be conducted within and outside the
scope of an organization’s boundaries.

Broadly, as a summary of the earlier discussion, network theory involves creating
a blend of strong and weak ties between nodes that matches the firm’s needs in order
to maximize its performance. Network theory describes, explains, and predicts rela-
tions among linked entities (e.g., Granovetter 1973; Thorelli 1986). These linked enti-
ties consist of actors (i.e., nodes), resource ties, and activity links (Hékansson 1989).
Actors control the resources and perform the activities. Activities link resources to
each other; an activity occurs when one or several actors combines, develops,
exchanges, or creates resources by using other resources. Resources, in the network
context, include input goods, financial capital, technology, personnel, and marketing.

Networks are important to effective and efficient operations of the marketing orga-
nization. However, networks do not align themselves to just one marketing organiza-
tion. In fact, the theory of multimarket competition (Edwards 1955; Simmel 1950)
stresses this notion by envisioning “a firm occupying a potentially unique market
domain that is defined by activities in various geographic-product markets ... if the
market domains of competing firms overlap in multiple geographic-product markets,
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the firms are engaged in multimarket competition™ (Jayachandran et al. 1999, p. 50).
As such, marketing organizations often collaborate with and also compete against
other marketing organizations in multiple marketplaces, industries, and supply chains.
Social capital theory serves as a good foundation for these potential dual roles of col-
laboration and competition. Social capital theory’s central premise is that networks of
relationships constitute a valuable resource for the conduct of social affairs (Homburg
et al. 2010b; Nahapiet and Ghoshal 1998, p. 242), providing their members with “the
collectivity-owned capital, a ‘credential’ which entitles them to credit, in the various
senses of the word” (Bourdieu 1986, p. 249). Socially, marketing organizations and
the marketplace are also composed of people, and the interpersonal behaviors among
these people (such as the “credits” and trust they build with each other; cf. Gundlach
and Cannon 2010) shape the organization’s activities and outcomes. This is where the
behavioral theory of the firm provides helpful guidance.

The behavioral theory of the firm holds that organizations should be viewed as
consisting of coalitions, and the role of management is to achieve resolution of
conflict and uncertainty avoidance within the confines of bounded rationality (Cyert
and March 1963/1992). The reasons why the coalitions are created in the network
exemplify much of what resource dependence theory encompasses. A significant
portion of resource dependence theory is to describe the sources and consequences
of power of marketing organizations embedded in networks of interdependencies
and social networks that revolve around the control of and dependence on vital
external resources in the environment (Pfeffer and Salancik 1978). Similar to the
discussion of strategic resources, information (or knowledge in terms of the KBV)
serves as the glue that holds together the network and collaborations. By extension,
information economics theory can serve to crystallize how information generation
and dissemination affect resource allocation and marketing decisions.

A key element is that information has economic value in understanding the net-
work and any individual collaboration between firms (Akerlof 1970; Spence 1974;
Stiglitz 1961). Given that information is used, certain firm-level “signals” may play
arole as well. Even within internal networks, but certainly within networks external
to the firm, some firms use signaling, rooted in signaling theory, to convey meaning-
ful information about themselves and/or their products and services to another party
(Spence 1973). Such signaling can create a more advantageous position for a firm
in the network, one that leads to advantages in future transactions. For example, it
may cost the firm less to engage with another firm in the future if certain signals are
sent through the network. As an extension, transaction cost economics can be used
to identify, based on total costs, the exchanges that should be conducted within and
outside the firm’s boundaries (Williamson 1975), i.e., should the internal network
and/or collaborations be used to solve a particular need, or should the external net-
work and/or collaborations be invoked to solve the need? Based on the delineation
of thought on networks and collaboration, collaboration and competition exist in a
marketing organization’s networks, both internal and external, and the nature of the
collaboration and competition is a function of the power position of the organiza-
tions within the network and the information utility which they possess about the
core competencies most valuable to the network.
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Domestic and Global Marketplace

As applicable to a boundary-spanning marketing organization, eight of the organi-
zation theories in Table 3.2 have an intellectual cluster centered on the “domestic
and global marketplace” (i.e., contingency theory, eclectic theory of international
production, industrial organization, institutional theory, organizational ecology,
stakeholder theory, systems theory, and theory of the multinational enterprise). As
such, within the boundaries of the marketing organization, the “domestic and global
marketplace” permeates the fabric (cf. Webster and White 2010) of these eight theo-
ries and serves as a focal point for integration and knowledge insight.

» Eclectic theory of international production: This theory provides a three-tiered
framework for a boundary-spanning marketing organization to use in determin-
ing if it is beneficial to pursue foreign direct investment based on its (potential)
advantages in ownership, location, and internalization in the marketplace.

* Theory of the multinational enterprise: This theory focuses mainly on the control
or governance of value-added activities of firm structures, with control/governance
implications for the makeup of the boundary-spanning marketing organization.

 [Institutional theory: This theory focuses on the processes by which marketplace
behavior is established. A boundary-spanning marketing organization tends to be
isomorphic to other organizations in its market environment, with organizations
resembling each other and behaving similarly over time and with an organization’s
strategies converging via three mechanisms—coercive, mimetic, and normative.

o Systems theory: This theory addresses interdependence of networks of firms in
the marketplace. Every system, regardless of its nature (e.g., mechanical, bio-
logical, social) is composed of multiple elements that are interconnected; this is
especially true in the holistically (cf. Shook et al. 2004) viewed boundary-span-
ning marketing organization.

e Stakeholder theory: There are multiple stakeholders in the firm’s marketplace.
Managing primary stakeholder relationships (i.e., customers, employees, suppli-
ers, shareholders, communities, and regulators) is essential for the boundary-
spanning marketing organization because, at a minimum, not doing so can be
detrimental to the achievement of marketing goals and the organization’s perfor-
mance objectives.

* Industrial organization: This theory focuses on the strategic behavior of firms,
the structure of markets, and their interactions. The market success of an indus-
try in developing products and/or services for customers depends on the collec-
tive actions of the firms in the industry, and boundary-spanning marketing
organizations within an industry are identical regarding the market resources
they control.

* Organizational ecology: This theory focuses on understanding the environmen-
tal conditions under which organizations emerge, grow, and die. Boundary-
spanning marketing organizations that do not adapt their culture, processes, and
activities to become appropriately market oriented may be selected out of the
population (i.e., marketplace).
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» Contingency theory: There is flexibility in the firm matching the demands of the
marketplace, with different organizational units within a boundary-spanning
marketing organization possibly facing different market demands.

The clearest starting point in this category is the eclectic theory of international
production (Dunning 1980). It provides a three-tiered framework that can be used
to determine whether it is beneficial to pursue a foreign direct investment. This
so-called eclectic theory centers on advantages in the areas of (1) ownership
(production- or firm-specific advantages such as comparative advantage),
(2) location-specific advantages, and (3) market internalization. Regarding market
internalization, the logic is to continually evaluate whether it is better for the firm
to exploit an international opportunity itself than for it to sign an agreement with
a foreign firm (Buckley and Casson 1976, 2011). A parallel can be drawn to the
internal-external network focus of the marketing organization (i.e., when should
the marketing organization use internal resources, external network resources, or
a combination of the two?).

An important issue in this respect can be gleaned from the theory of the multina-
tional enterprise (Hymer 1960/1976). Hymer’s theory focuses mainly on the control
or governance of value-added activities of firms but helps answer questions regard-
ing when value-added activities should be considered for development relative to
the control/governance of such activities (cf. Gilliland et al. 2010). “Control is
desired in order to fully appropriate the returns of certain skills and abilities” (Hymer
1960/1976, p. 25); “unequal ability of firms is a sufficient condition for foreign
operations” (Hymer 1960/1976, p. 46) but not a necessary one. “The firm is a practi-
cal institutional device that substitutes for the market. [In some sense,] the firm
internalizes or supersedes the market. An approach to our problem is to ask why the
market is an inferior method of exploiting the advantage; that is, we look at imper-
fections in the market” (Hymer 1960/1976, pp. 47—48). Hymer centers on “advan-
tages” as the main thesis; thus, marketing advantages are critically important to the
success of marketing organizations internationally, and the focus of the internaliza-
tion of markets is not on reducing costs but instead on better exploiting the firm’s
advantages. This is very similar to the notion of networks in the marketing organiza-
tion. The focus on networks is not on reducing costs but instead is on gaining a
positional advantage for the boundary-spanning marketing organization (cf. Day
and Wensley 1988; Hult and Ketchen 2001; Hult et al. 2005).

The cost and other complexities of the organization in the global marketplace can
best be portrayed by institutional theory and systems theory. These form the com-
ponents for the “global identity” of the firm (e.g., Westjohn et al. 2009). “Institutional
theory attends to the deeper and more resilient aspects of social structure ... it con-
siders the processes by which structures, including schemas, rules, norms, and rou-
tines, become established as authoritative guidelines for social behavior ... it
inquires into how these elements are created, diffused, adopted, and adapted over
space and time; and how they fall into decline and disuse” (Scott 2005, p. 461).
Systems theory proposes that every system, regardless of its nature (e.g., mechani-
cal, biological, social) is composed of multiple elements that are interconnected



56 3 Organization Theories Can Inform Research on the Marketing Organization

(Bertalanffy 1969; Kast and Rosenzweig 1972). In this sense, systems theory seeks
to understand scientific phenomena by considering the interdependence of networks
of firms and other entities within a larger system (Scott 1981).

While the environmental and marketplace complexities foundationally rest well
in institutional theory and systems theory, stakeholder theory is needed to explain the
scope of the “actors” connected to the marketing organization in the marketplace.
Stakeholder theory addresses morals and values in managing a firm that has to deal
with a multitude of constituent groups other than shareholders (Freeman 1984). As
stated earlier, it views the firm as “an organizational entity through which numerous
and diverse participants accomplish multiple, and not always entirely congruent, pur-
poses” (Donaldson and Preston 1995, p. 70). Stakeholder theory focuses the market-
ing organization’s efforts on developing and nurturing exchanges with a multitude of
constituent groups other than customers and shareholders. As such, the stakeholder
approach seeks to broaden a marketing manager’s vision of his/her responsibilities
beyond being customer and profit oriented (cf. Mitchell et al. 1997).

As soon as the multiple layers of the marketplace are engaged in the scope of
what the marketplace entails for the marketing organization, a number of theories
become applicable (e.g., industrial organization economics, organizational ecology,
contingency theory). Industrial organization theory is rooted in economics and
focuses on the strategic behavior of firms, the structure of markets, and their interac-
tions (Bain 1956, 1959; Chamberlin 1933; Mason 1939), ultimately affecting the
performance of firms (Schmalensee 1985). For the marketing organization this
means that the synergy between the organization’s marketing strategy and market
structure serves as the essential scope to leverage market performance. The context
for such synergy is the marketplace as the environment of business operations. This
brings in organizational ecology and contingency theory.

Organizational ecology focuses on understanding the environmental conditions
(e.g., market turbulence, technological turbulence, and competitive intensity) under
which marketing organizations emerge, grow and change, and die (Hannan and
Freeman 1977). Based on Gailbraith (1973), contingency theory suggests that there
is no one best way to organize a marketing organization, and each way of organizing
is not equally effective. Contingency theory is an outgrowth of systems design and
“is guided by the general orienting hypothesis that organizations whose internal
features best match the demands of their environments will achieve the best adapta-
tion ... [as such], the best way to organize depends on the nature of the environment
to which the organization relates” (Scott 2005, p. 89). Thus, contingency theory
coupled with IO economics and organizational ecology gives rise to the notion that
marketing organizations both influence and are influenced by the marketplace in
which they operate. Based on these integrated thoughts on the domestic and global
marketplace, marketing organizations, partially due to their internal-external net-
work collaborations and internal-external resource activities, have to operate in
internal-external domestic and global networks and attend to the needs and wants of
multiple stakeholders and multiple levels of marketplace influences.



Chapter 4
Discussion, Insights, and Implications

The delineation of a theory of the boundary-spanning marketing organization (MOR
theory) and the insights gleaned from 31 organization theories for its existence,
activities, and viability offer a broad understanding of the boundaries of marketing
at the organizational level. With a few exceptions (e.g., resource-based view, net-
work theory), each theory is given a relatively equal importance weighting. Future
studies on the marketing organization should consider developing a weighted
schema of relevant theories (cf. Miner 2003). For the purpose of this SpringerBrief,
an extension and more elaborate version of the Hult (2011b) article in the Journal
of the Academy of Marketing Science, the cross-fertilization of organization theories
clustered into four logical themes creates unique implications that can help advance
work on the marketing organization. In elaborating on these implications, a focus on
the intellectual clusters of strategic marketing resources, marketing leadership, and
decision-making, network alliances and collaborations, and the domestic and global
marketplace will continue as the structural roadmap for the discussion.

Strategic Marketing Resources

Several insights for the marketing organization can be advanced by examining the
seven organization theories in Table 3.2 that are centered on “strategic marketing
resources” (i.e., adjustment-cost theory of the firm, competence-based theory,
knowledge-based view of the firm, resource-advantage theory, resource-based view
of the firm, service-dominant logic, and theory of the growth of the firm). In some
senses, the study of strategic resources is coming full circle; in the beginning it
focused on the theory of the growth of the firm (Penrose 1959), and the most recent
advancements include the notion of a service-dominant logic in marketing (Vargo
and Lusch 2004).

Within the confines of the theory of the growth of the firm, it is never the resources
a firm possesses that serve as inputs in the production process but only the services
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that the firm’s resources can render. Marketing professionals, along with other
marketing resources, create a firm’s “services” in Penrose’s (1959) terminology;
these services form the basis for market action, competitive advantage, and perfor-
mance. In parallel, Vargo and Lusch (2004, p. 9) state that “the use of knowledge as
the basis for competitive advantage can be extended to the entire ‘supply chain,” or
service-provision chain ... we argue that the primary flow [in the supply chain] is
information; service is the provision of the information to (or use of the information
for) a consumer who desires it, with or without an accompanying appliance.” The
focus is on the “co-creation of value, process orientation, and relationships” (Merz
etal. 2009, p. 329). This “service” focus is also supported within the resource-based
view. Marketing resources have only potential value, with the value ultimately being
realized (or not) via organizational actions and behaviors (Ketchen et al. 2007). As
such, strategic resources need to be converted into action before affecting an orga-
nization’s performance.

However, certain actions lead to excess capacity. Sometimes through the market-
ing organization’s experiences comes excess capacity in professionals’ knowledge
(and possibly in marketing resources) that is subject to marketplace frictions. The
result is that the marketing organization seeks to expand in directions that allow for
the utilization of these excess resources. Marketing managers are then subsequently
faced with the conundrum of how to utilize the resources effectively and efficiently.
To achieve effectiveness and efficiency, the service-dominant logic argues for “an
increased focus on operant resources and specifically process management” (Vargo
and Lusch 2004, p. 10). This process focus overlaps the view of the “marketing
process organization” by Moorman and Rust (1999) and the business process focus
by Srivastava et al. (1999). At the same time, at the foundational level, it is impor-
tant to realize that firms differ even within an industry (Wernerfelt 1984). “The dif-
ferences occur in the firms’ resources, and the main theory is that a firm’s strategy
should depend on its resources—if a firm is good at something, the firm should try
to use it” (Wernerfelt 2005, p. 17). The assumption is that what a marketing organi-
zation is good at is readily identifiable and that the organization can adapt as needed.
This may or may not be true.

The marketing organization’s use of strategic marketing resources is correlated
with a need for frequent and diverse marketing adaptations. A horizontal expansion
should govern the marketing organization’s transfer of any excess strategic market-
ing resource capacity if it entails frequent and diverse marketing adaptations.
However, such a generic strategy is not necessarily the right strategic fit for all mar-
keting organizations. If the industry places a premium on flexibility in the marketing
organization’s interactions with its supply chains, the adjustment-cost theory sug-
gests that the organization should expand its vertical scope by bringing in parts of
the supply chain(s). Whether the expansion is horizontal or vertical, resource-
advantage theory stresses that marketing productivity and economic growth are fur-
thered through both the efficient allocation of scarce tangible marketing resources
and the creation of new intangible, and tangible marketing resources. The key is that
strategic marketing practices and operations can provide a competitive advantage
for all marketing organizations in the marketplace. R-A theory implies that this is
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not a zero-sum game. Instead, there are net gains that can be realized in strategic
resources and the accompanying outputs.

One such example is in strategic knowledge development and use (e.g., Hurley
and Hult 1998). For example, there is an implicit assumption that there is value in
production gains and that they can be realized through marketing professionals spe-
cializing in knowledge acquisition and organizational memory storage. Development
of marketing strategy and the accompanying product and service assortment requires
the input and coordination of a wide range of specialized market and marketing
knowledge. If the primary productive resource of the marketing organization is mar-
ket and/or marketing knowledge, and if knowledge resides in individual marketing
professionals, then it is the marketing professionals (at all levels of hierarchy) who
own the bulk of the marketing organization’s resources. However, one person pos-
sessing the knowledge does not prevent another marketing manager from possess-
ing the same knowledge. In fact, it is critically important, at times, that marketing
capabilities permeate the fabric of the marketing organization. The “essence of
[marketing] strategy lies in creating tomorrow’s competitive advantages faster than
competitors mimic the ones you possess today,” which implies that marketing orga-
nizations should invest in core competencies given that “an organization’s capacity
to improve existing skills and learn new ones is the most defensible competitive
advantage of all” (Hamel and Prahalad 1989, p. 69).

Marketing Leadership and Decision-Making

Marketing leadership and decision making by marketing leaders are often studied
within, for example, a sales management context but more seldom within the
confines of marketing organizations that span firm boundaries. Given the composi-
tion of the marketing organization, studying marketing leadership and decision
making that are beyond the scope of the marketing department or function is critical
to better understanding the management of a marketing organization. Eight organi-
zation theories in Table 3.2 are centered on “leadership and decision making” as
they apply to the theory of the boundary-spanning marketing organization (i.e.,
agency theory, bounded rationality, game theory, prospect theory, real options the-
ory, strategic choice theory, theory of competitive rationality, and upper echelons
theory). Certain aspects of these theories have implications for the marketing orga-
nization, leadership, and decision making.

The clearest implication is tied to upper echelons theory. Decisions about the
marketing organization’s properties (and marketing strategy issues) are shaped by
past practices and managerial backgrounds of top marketing managers. More diverse
top marketing management teams and integration of marketing managers within top
level teams can be fruitful to achieve higher degrees of creativity and for the orga-
nization to be more proactive about marketing efforts. Such efforts have the poten-
tial to result in an efficient mix of focus on being responsive in the marketplace,
being proactive in the marketplace, targeting explicit customer needs, and targeting
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latent customer needs. The assumption is that the marketing organizations are able
to adopt and adhere to a specific marketing strategy type which fits their core mar-
keting competencies and makes them competitive in the marketplace. On the other
hand, a limitation of having a strategic choice is that decisions are often made with
concern for the firm, rather than marketing channel partners or the marketplace, as
the primary driver. To be effective, such decision making needs to change when the
unit of analysis shifts to the marketing organization since it spans the boundaries of
traditional firms.

This shift in unit of analysis (i.e., from the marketing department or the tradi-
tional firm to the marketing organization) has bounded rationality implications.
Historically, the rationality of marketing managers is limited by the information
they have and/or can obtain the cognitive limitations of their minds and frames of
reference, and the time constraint in which they have to make decisions to develop
the marketing organization and/or its marketing strategy. Marketing managers are
“intendedly rational, but only boundedly so” (Simon 1945/1997, p. 88), which
means that rational behavior and limits of rationality are the basic premises for
marketing managers in developing marketing organizations and forming marketing
strategy. However, rational thoughts would not necessarily lend credence to the
boundaries of a marketing organization that includes both internal and external
dimensions of traditional firms. This is where prospect theory can be helpful.
Prospect theory leaves it up to the marketing manager to subjectively frame a mar-
keting outcome or transaction. Such framing affects the marketing utility that can be
expected to be obtained by the marketing organization. The issue of “framing,”
within the confines of prospect theory, is generally considered to be inconsistent
with economic rationality but is important for the subjective rationale within the
notion of “marketing rationality” as a part of the theory of the boundary-spanning
marketing organization.

Rationality also stresses that value is “at the end of the tunnel.” Marketing man-
agers should look beyond the net present value of a marketing investment and con-
sider the value of the options offered by such an investment. In this context, a real
option has as its underlying marketing asset the total value of the marketing project,
with the cost being the investment required to obtain the asset and the time to matu-
rity being reflected in the period in which the marketing manager can defer the
investment before it expires. The decision making created by the notion of real
options is in essence a marketing game (i.e., a best guess, based on available infor-
mation, that the net present value of a project will be high enough to warrant an
investment). More traditionally, game theory can be used in the marketing organiza-
tion to develop marketing strategy through gaining a better theoretical understand-
ing of decision-making choices and possible outcomes in potential give-and-take
and/or competitive market situations. The outcomes of possible scenarios can be
depicted in game matrices, with optimal solutions being determined based on a
variety of different assumptions.

An important limitation of game theory, however, is the lack of rational behavior
and/or intentions on the part of some marketing leaders. In concert, a central ele-
ment of agency theory is the so-called agency problem. It arises when the interests



Network Alliances and Collaborations 61

of the marketing leader and owner(s) of the firm diverge. Due to information
asymmetry between marketing leaders and owner(s), the possibility exists that the
leaders will act opportunistically, in their own interests, rather than in the owners’
interests. Such differences are often more significant in the global marketplace.
“Because cross-cultural differences magnify the problems of uncertainty, asymmet-
ric information, and monitoring, efficient agency relationships can be even more
difficult to achieve in multinational markets than in domestic markets” (Bergen
et al. 1992, p. 18). The theory of competitive rationality would suggest that a solu-
tion to such problems is agility. “The ability to react quickly (agility) is paramount
when a firm cannot predict and plan for discontinuities in competitor and buyer
behavior...responsiveness can compensate for a firm’s imperfect knowledge about
the market and its bounded rationality” (Dickson 1992, p. 79).

Network Alliances and Collaborations

Internal and external network alliances and collaborations make marketing organi-
zations complex but also unique in terms of the strategic resources that can be devel-
oped and utilized. As applied within the context of marketing organizations, eight
organization theories in Table 3.2 focus on “network alliances and collaborations”
(i.e., behavioral theory of the firm, information economics theory, network theory,
resource dependence theory, signaling theory, social capital theory, theory of multi-
market competition, and transaction cost economics). An integrative examination of
the eight theories gives rise to a number of insights and research implications. The
logical starting point is network theory. At its most basic level, actors (e.g., market-
ing organizations, marketing professionals), activity links (e.g., forming supply
chains involving multiple actors), and resource ties (e.g., joint market orientation
efforts among marketing organizations) bind the network together. In these net-
works, strong and weak ties are formed on a case-by-case basis rather than strategi-
cally across marketing organizations. Importantly, often a blend of strong and weak
ties that matches the organization’s marketing needs should be created proactively
and perhaps strategically in order to maximize performance for each organization
within the network.

These strong and weak network ties could be resource dependent or transaction
dependent. Marketing organizations will engage in the implementation of market-
ing strategy and accompanying marketing activities within a network when the
economic rationale for doing so is clear to them. For example, “if adaptation, per-
formance, evaluation, and safeguarding costs are absent or low, economic actors
will favor market governance ... if these costs are high enough to exceed the pro-
duction cost advantages of the market, firms will favor internal organization”
(Rindfleisch and Heide 1997, p. 32). Technologies and processes that reduce the
total cost of the implementation of a designed marketing strategy, via specific
marketing activities, will increase the likelihood of their adoption. Such technolo-
gies and/or processes can be implemented “without ownership or complete vertical
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integration” (Rindfleisch and Heide 1997, p. 32). This is a refined view of transaction
cost economics that was not incorporated in the original framework, which suggested
that governance was a discrete choice between market exchanges and internal orga-
nization. On the other hand, a marketing organization’s ability to implement mar-
keting strategy may be constrained when it is dependent on other organizations
within its networks. Specifically, the external environment contains limited
resources, so marketing organizations must learn to hold back at times in develop-
ing marketing strategy that is resource dependent and trust each other if they are
going to coexist successfully over time (or develop new intangible and/or tangible
resources; Hunt and Morgan 1995).

To work, creating new marketing resources, as opposed to simply using existing
ones, has to be an ingrained value and belief in the fabric of the organization. The
marketing organization operates within the confines of “imperfect environmental
matching, the observation that the rules, forms, and practices used by economic
actors are not uniquely determined by the demands of the environmental setting in
which they arise” (Cyert and March 1963/1992, p. 215). In some sense, then, the
marketing organization operates within the confines of “unresolved conflict, the
assumption that economic organizations involve multiple actors with conflicting
interests not entirely resolved by employment contracts” (Cyert and March
1963/1992, p. 215). Such a behavioral theory of the firm inherently places a market-
ing organization at a disadvantage in the marketplace in terms of creating a net gain
of marketing resources for all players in the industry. The dynamics of the network
are also likely to be skewed toward being competitive instead of collaborative in
creating new resources. This is not to say that the network actors are not collabora-
tive, but the sophisticated level to which marketing organizations have to elevate
their strategic thinking to create new marketing resources for the sake of the net-
work and industry, and not just their own firm, needs additional research.

The interaction between multimarket competition and scope economies,
through mutual forbearance, can be a mechanism by which marketing organiza-
tions can retain the value created by their marketing resources (Gimeno and Woo
1999). Mutual forbearance (a form of tacit collusion) may reduce the market-level
intensity of competition between two marketing organizations when the multi-
market contact between them increases, such as when product markets overlap
significantly (Jayachandran et al. 1999). The idea, though, is that mutual forbear-
ance could present an opportunity even within a marketing organization’s network
(especially in the global marketplace). In essence, a mixture of shared and organi-
zation-level goals, values, and experiences across firms (even competitors) drive
marketing strategy-making, which leads to superior success. Sensemaking, as a
form of positive social capital (cf. De Clercq et al. 2009) among individuals in and
between organizations, is a key to building trust in these competitive and collab-
orative networks.

While collaborative networks typically work out their arrangements via commit-
ment and trust (Morgan and Hunt 1994), competitive networks which thrive off
each other need different mechanisms. Information economics theory and signaling
theory provide such a platform. In a situation of information asymmetry (which is
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typically the case between competitors), marketing organizations can signal to the
marketplace important aspects of their organization, such as new product announce-
ments (Homburg et al. 2009), thus transferring information to the organization’s
stakeholders (most notably, to its customers) and competitors, and resolving the
information asymmetry. At the same time, it is difficult for competitors to know
which marketing organizations are genuinely committed to business practices with
which they associate. In this context, some organizations use costly marketing ini-
tiatives to “signal” the type of organization they are to others who would benefit
from such knowledge or whom the organization would benefit from being closer
linked to in the marketplace.

Domestic and Global Marketplace

The nuances that differentiate the “domestic and global marketplace” are a matter
of scale, scope, and complexities (e.g., Hult et al. 2008a, b; Kirca et al. 2011,
2012a, b; Yip and Hult 2012). Marketing organizations scan the global strategy
opportunities in the marketplace (e.g., Lukas et al. 2001), relative to what the orga-
nization can offer and what the industry allows (e.g., Yip and Hult 2012), to find a
customer segment match or strategic fit (cf. Slater et al. 2006, 2007). This match
may be domestic or global and involve one or multiple customer segments
(cf. Brady et al. 2005; Chabowski et al. 2010; Cronin et al. 2000). Eight of the
organization theories in Table 3.2 focus on issues that are relevant for the market-
place (i.e., contingency theory, eclectic theory of international production, indus-
trial organization, institutional theory, organizational ecology, stakeholder theory,
systems theory, and theory of the multinational enterprise). A component of the
marketplace focus is Hymer’s theory of the multinational enterprise. “Hymer’s
analytical framework focused on the twin advantages internalization confers on
firms: the ability to reap profits from their advantages, and (including) an increase
in market power through the reduction of competition” (Dunning and Pitelis 2008,
p- 170). In a marketing sense, Hymer’s theory “is concerned with the [market]
conditions under which an enterprise of one country will be controlled by a firm of
another country or enterprises in several countries will be controlled by the same
firm ... it is a problem of determining the extent of vertical and horizontal integra-
tion of firms” (Hymer 1960/1976, pp. 27-28).

The marketing organization’s advantage is often intangible but can usually be
transferred within the organization at a relatively low cost (e.g., technology, brand
name, economies of scale). This market and/or marketing advantage gives rise to
greater revenues and/or lower costs that can offset the costs of operating at a dis-
tance in a global location. To be successful, the marketing organization should use
select foreign factors in connection with its home country-specific advantages in
order to earn full rents. Specifically, the location advantages of different countries
are keys to determining which country or countries will become host countries for
the multinational marketing organization. Overall, the marketing organization has a
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number of choices of entry mode into global markets, beginning with the market
(arm’s length transactions) and spanning to the hierarchy (wholly owned subsid-
iary). As such, the marketing organization, in this context, selects internalization
when the market does not exist or when it functions poorly.

In fact, often the marketing organization operates within a framework of con-
tinual contingency planning when engaging globally. For example, different sub-
units within a marketing organization may face different market demands. To tackle
these different market conditions, organizations need to create specialized subunits
with differing structural features—for example, different levels of formalization and
planning time horizon. With increased variation in global market conditions, an
organization’s structure needs to be more differentiated to face all potential chal-
lenges in the marketplace. Differentiation is a way to operate effectively and
efficiently within the global marketplace system, which includes numerous domes-
tic markets and submarkets. “All systems are made up of subsystems and are them-
selves subsumed in larger systems—an arrangement that creates linkages across
systems and confounds the attempt to erect clear boundaries around them” (Scott
and Davis 2007, p. 96). As such, decisions that marketing managers make in an
effort to lead their marketing organizations toward prosperity, especially globally,
take place within a complicated and complex milieu that requires fine-tuned theo-
rizing to not under-specify marketing strategy-making.

In fact, to attain legitimacy, an organization tends to be isomorphic to other orga-
nizations in its market environment, with organizations resembling each other and
behaving similarly over time (e.g., Dacin 1997). As such, the way a particular mar-
keting organization interacts with and treats its customers influences other organiza-
tions’ interactions with their customers. These influences are important for both the
evolution of the marketplace and the evolution of each marketing organization. In
particular, new marketing organizations and new organizational forms (e.g., verti-
cally and/or horizontally integrated) will arise that are well suited to contemporary
marketing strategy, networks, and marketplaces. Marketing organizations that do
not adapt their culture, processes, and activities to become appropriately market
oriented may be selected out of the marketplace. Even 10 economics supports this
collective nature of market and organizational development.

Specifically, in line with the structure-conduct-performance approach, the suc-
cess of an industry in developing products for customers depends on the collective
actions of the organizations in the industry. In turn, the market actions of the mar-
keting organizations depend on the actors who determine the competitiveness of the
market. Importantly, per IO economics, marketing organizations within an industry
are identical regarding the market resources they control. However, should resource
heterogeneity develop, it will likely be temporary, given that market resources are
highly mobile. As such, homogeneity of marketing strategies among organizations
competing in the same industry exists since, for example, marketing actions taken
by an organization are easily observable and duplicated by other organizations. As
such, we can speculate that perhaps this also means that a theory of the boundary-
spanning marketing organization, with its primary stakeholders (i.e., customers,
employees, suppliers, shareholders, communities, and regulators) and secondary
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stakeholders (e.g., media, special interest groups), ultimately will include each other
as stakeholders (i.e., competitors internal and external to the marketing organiza-
tion’s primary industry).

The boundary-spanning marketing organization is defined as an entity encompassing mar-

keting activities that cross a firm’s internal and external customer value—creating business
processes and networks for the purposes of satisfying the needs and wants of important

stakeholders.
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