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This study investigates the relationships between market orientation, innovation resources, reputational resources, customer
related capabilities and distribution-based assets, as well as their impact on both market and financial performance. The
results indicate that market orientation is indirectly related to a company's market and financial performance through the four
other marketing resources. Reputational resources have a positive impact on loyalty, market share and sales volume, while
the impact of innovation resources on the market share and sales volume is more indirect and through customer loyalty. While
customer-related capabilities significantly impact customer loyalty, their impact on the market share and sales volume can not
be confirmed. On the other hand, the distribution-based assets are only weakly related to loyalty, the market share and the
sales volume. The general findings indicate that selected marketing resources impact financial performance indirectly through
the creation of customer loyalty and directly through the market share and sales volume.
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Ali marketinški viri prispevajo k uspešnosti podjetij?

V raziskavi prou~ujemo povezavo med tr`no naravnanostjo in inovacijskimi viri, viri ugleda, sposobnostmi povezanimi z odje-
malci in premo`enjem, ki temelji na dobaviteljih, kakor tudi njihov vpliv na tr`no in finan~no uspešnost. Rezultati razkrivajo, da
je tr`na naravnanost preko štirih obravnavanih marketinških virov posredno povezana s tr`no in finan~no uspešnostjo podje-
tij. Viri ugleda imajo pozitiven vpliv na zvestobo in tr`ne dele`e ter obseg prodaje, medtem ko je vpliv inovacijskih virov na tr`-
ne dele`e in obseg prodaje predvsem neposreden preko vpliva zvestobe odjemalcev. Sposobnosti povezane z odjemalci si-
cer pomembno vplivajo na zvestobo odjemalcev, vendar v raziskavi  njihove povezave s tr`nimi dele`i in obsegi prodaje ni-
smo potrdili. Premo`enje, ki temelji na dobaviteljih je zgolj šibko povezano z obema kazalcema tr`ne uspešnosti ( zvestobo,
tr`nimi dele`i in obsegi prodaje). V splošnem ugotavljamo, da tr`ni dele`i in obsegi prodaje na finan~no uspešnost vplivajo
neposredno, hkrati pa so tudi pomemben mediator pri posrednem vplivu zvestobe odjemalcev na finan~no uspešnost.

Klju~ne besede: tr`na naravnanost, inovacijski viri, viri ugleda, sposobnosti povezane z odjemalci, premo`enje, ki temelji
na dobaviteljih, uspešnost.
JEL: M31, M10

Can Marketing Resources Contribute 
to Company Performance?

1 Introduction

The benefits of developing and exploiting resources have
been a significant theme in strategic management litera-
ture (e.g. Barney, 1991; Day, 1994; Hunt, 2000; Hunt &
Morgan, 1996; Wernerfeld, 1984). However, Srivastava et
al. (2001) concluded that the attention given to resource
based theory (RBT) in marketing is not commensurate
with its potential importance.The growing theoretical and
conceptual work on marketing resources is not supported
by empirical investigations (Fahy, 2000; Hooley, Greenley,
Cadogan, & Fahy, 2005).

RBT seems to be particully suitable for organizations
operating in turbulent environments where changes in cu-

stomer tastes, technological innovations and social and
political discontinuities make it impossible to predict the
future portfolio of the product and market segments, even
in the short term (Azzone, Bertele, & Rangone, 1995).
One of the main reasons for the authors to study the rela-
tionships between marketing resources and the market
and financial performance of organizations in Slovenia is
that most marketing studies using RBT to evaluate the
linkage between an organization’s marketing resources
and its performance has been confined to organizations in
the western hemisphere (Fahy et al., 2000; Hooley et al.,
2005; Luo, Sivakumar, & Liu, 2005). The results of previ-
ous research reveal that, in comparison to other western
countries (e.g. United Kingdom, New Zeeland, Australia,



Austria), companies in Slovenia have inferior marketing
resources, such as market orientation, innovation resour-
ces, reputational resources, customer related capabilities
and distribution-based assets (Hooley et al., 2004).

This paper, therefore, has the following objectives: (a)
to propose a conceptual model of selected marketing re-
sources, as well as their relationship with the market and
financial performance of organizations and (b) to test the
proposed conceptual model empirically in Slovenian
companies with more than 20 employees.

2 Theoretical Background

Following the work of Penrose (1959), Wernerfelt (1984)
and others (Barney, 1991; Day, 1994; Hunt, 2000; Hunt &
Morgan, 1996) emphasized the importance of organizatio-
nal factors in creating a competitive advantage in contrast
to the industry-based determinism of the Porterian view.
The RBT’s principal contribution to date has been as a
theory of competitive advantage. By the mid-1990s, RBT,
with its cogent mix of economic rigour and management
reality, had assumed central stage in strategic manage-
ment (Fahy, 2000).

Resources can be defined as any attribute - tangible
or intangible, physical or human, intellectual or relational
- that can be deployed by a company enabling it to produ-
ce, efficiently and/or effectively, a market offering that has
value for some market segment(s) (Hunt, 2000). Several
authors (e.g. Barney, 1991; Chaharbaghi & Lynch, 1999;
Day, 1994; Day & Wensley, 1988; Hofer & Schendel, 1987;
Hooley, Broderick, & Möller, 1998; Hunt & Morgan, 1996;
Srivastava et al., 1998; Wernerfelt, 1984) tried to classify
organizational resources, but none of the classification
schemes have been widely accepted. The lack of a general
classification scheme is one of the most profound prob-
lems for researchers. However, according to Fahy (2000)
and Hooley et al. (1998), resources can be divided into:
(a) Assets:

� tangible (land, plant and machines, people, etc.),
and

� intangible (procedures and systems, knowledge,
brands and reputation, etc.)

(b) Capabilities:
� individual (customer care, individual learning,

coordination skills, etc.),
� group (customer orientation, group learning, in-

terpersonal skills, etc.),
� corporative (market orientation, organizational

learning, portfolio management, innovation,
planning processes, etc.).

Some authors assert that intangible resources are
probably the most important in creating and sustaining
competitive advantage (Amit & Schoemaker, 1993; Stalk,
Evans, & Shulman, 1992)

On their own, resources are barely productive. Rat-
her, they should be assembled in a specific assortment
that holds a high potential for the development of compe-
tencies and leads to the development of competitive ad-

vantages (Jüttner & Wehrli, 1994). A firm has a competi-
tive advantage when it implements a value-creating stra-
tegy that is not being implemented simultaneously by any
current or potential competitors in a given market or in-
dustry (Hunt, 2000). Clear definitions of competitive ad-
vantage are rare and it is often used interchangeably with
concepts such as distinctive competences (Day & Wen-
sley, 1988).

Not all resources, however, are likely to be of equal
importance in creating a competitive advantage. Therefo-
re, resources with the potential to create a competitive ad-
vantage should have at least four characteristics: (1) they
must be valuable to a company in the sense that they ex-
ploit opportunities and/or neutralize threats in the com-
pany environment, (2) they must be rare among the com-
pany’s current and potential competitors, (3) they must
resist imitation by current and potential competitors and
(4) they do not have more appropriate substitutes (Bar-
ney, 1991; Fahy, 2000).

Therefore the sustainability of the competitive advan-
tage of an organization could be achieved through the de-
ployment of mechanisms that protect its competitive ad-
vantage from imitation (Dierickx & Cool, 1989; Hooley et
al., 2005; Lippman & Rumelt, 1982; Reed & DeFillippi,
1990) such as: (a) causal ambiguity (difficulty in identif-
ying how the advantage was created), (b) complexity (ari-
sing from the interplay of multiple resources), (c) tacit-
ness (intangible skills and knowledge resulting from lear-
ning and doing), (d) path dependency (the need to pass
through critical time dependent stages to create the ad-
vantage), (e) economics (the cost/benefit ratio of imita-
tion) and (f) legal barriers (such as property rights and pa-
tents).

Resources that are market-focused, such as: market
orientation, reputation, innovation, customer related ca-
pabilities and distribution-based assets and are among the
resources that display the characteristics noted above.
Therefore, such resources are important for creating a
competitive advantage (Fahy & Smithee, 1999; Hall, 1992;
Harris, 2001; Hooley et al., 2005; Hunt, 2000; Srivastava et
al., 1998). These resources are regarded as marketing re-
sources because they create value in the market place
(Hooley et al., 2005; Srivastava et al., 1998).

3 Marketing Resources and Market 
and Financial Performance

According to a substantial stream of research from the
1990s, market orientation is one of the central concepts to
marketing thought and practice, being a key predictor of
firm performance (e.g. Atuahene-Gima, Slater, & Olson,
2005; Atuahene-Gima, 1995, 1996; Baker & Sinkula, 2005;
Jaworski & Kohli, 1993; Narver, Slater, & MacLachlan,
2004; Narver & Slater, 1990). On the basis of various em-
pirical and conceptual research projects, it has been wi-
dely accepted that market orientation can be used sen-
sibly as long as the following two basic points are taken
into consideration together (e.g. Day, 1994; Deshpande &
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Farley, 2004; Kohli & Jaworski, 1990; Slater & Narver ,
1995): (a) market orientation as a culture and (b) market
orientation as behaviour. As a culture, market orientation
includes customer orientation, competitor orientation
and inter-functional coordination (Narver & Slater, 1990).
The behavioural dimensions of market orientation inclu-
de the organization-wide generation of information, the
dissemination of information across departments and or-
ganization-wide responsiveness (Kohli & Jaworski, 1990).

According to Drucker (1954), an organization has
only two value-creating functions: marketing and innova-
tion. Recently, authors have identified innovation as one
of the most important management functions (Han et al.,
1998; Lukas & Ferrell, 2000). Marketing and innovation
are, now more than ever, viewed as stimuli to economic
growth and major components of competitive advantage
(Lukas & Ferrell, 2000). Innovation includes two con-
structs (Hurley and Hult, 1998): (a) innovativeness, which
reflects an openness to new ideas and is an aspect of orga-
nizational culture, and (b) the ability to innovate, which in-
dicates the capacity of an organization to successfully ac-
cept and implement new ideas, processes or products.

The relevant literature has only recently started defi-
ning brands as assets and brand equity as a major compo-
nent of organization’s market place value (Knox, 2004).
Reputational resources consist of (a) the organization’s
reputation and image and (b) brand reputation and ima-
ge (Hooley et al., 2005; Olavarrieta & Friedmann, 1999).
As such, a strong reputation offers the leading firm a va-
luable resource that it can continue to exploit to sustain
its position in the market (Shamsie, 2003). Such a reputa-
tion takes the form of an intangible asset that is closely
tied to the firm and is available to use over the long term
(Hall, 1992; Peteraf, 1993; Wernerfelt, 1984). Several em-
pirical studies indicate that reputational effects are im-
portant (Weigelt & Camerer, 1988) and that a firm’s repu-
tation is an asset that can generate future income (Eberl
& Schwaiger, 2005).

Customer related or outside-in capabilities are un-
doubtedly among the most important market-based re-
sources of any organization (Day, 1994).These include the
ability to identify customer wants and requirements, along
with the capabilities to create and build appropriate rela-
tionships with those customers. Such a marketing resour-
ce exhibits many of the characteristics of the creation of a
sustainable competitive advantage (Hooley, 2005). As
Day (1994) has argued, this resource is one of the most
important predecessors of customer perceived value and
is therefore of considerable importance to any organiza-
tion.

Building effective distribution-based assets – such as
good relationships with suppliers, a unique approach to
distribution and good relationships with distribution
channel intermediaries – can also offer opportunities to
create a sustainable competitive advantage (Cooper et al.,
1997; Higginson and Alam, 1997). Distribution-based as-
sets are significant because they impact key competitive
dimensions such as product availability, order to delivery
cycle time, costs and customer service. These assets also

generate sustainable competitive advantages because
they require the merging of diverse and sometimes conf-
licting groups within the organization and between orga-
nizations in order to achieve common goals.

Marketing resources are important for creating a
competitive advantage and can lead to superior levels of
organizational performance. Hult et al. (2004) define or-
ganizational performance as the achievement of organiza-
tional goals related to profitability and growth in sales
and the market share, as well as the accomplishment of
firm general strategic objectives. Organizational perfor-
mance can be expressed in several ways using different
measures. Based on the relevant literature (Chakravarthy,
1986; Hooley et al., 2005; Narver & Slater, 1990; Sandvik
& Duhan, 1996; Slater & Olson, 2001;Venkatraman & Ra-
manujan, 1986), two bundles of organizational perfor-
mance measurements can be used: (a) market performan-
ce (market share, sales volume and customer loyalty) and
(b) financial performance (overall profit levels achieved,
profit margins and return on investment).

4 Conceptual Framework 
and Hypotheses Development

The number of researchers studying the relationships bet-
ween market orientation and innovation is growing
(Atuahene-Gima, 1996; Deshpande & Farley, 2004; Han et
al., 1998; Hooley et al., 2005; Hurley & Hult, 1998; Jawor-
ski & Kohli, 1993; Lukas & Ferrell, 2000; Narver & Slater,
1990). Authors claim that market orientation can serve as
a solid platform for successful new product performance.
According to Deshpande and Farley (2004), the most im-
portant expression of market orientation is the success of
innovation, which paves the way to organizational suc-
cess. Increased market orientation is also likely to lead to
greater emphasis on brand building and the creation of
reputational assets (DeChernatony & McDonald, 1992;
Doyle, 2000). Since brand valuation is a comprehensive
and integrated measure that focuses on the customer, it is
also relevant to the concept of market orientation (Cra-
vens & Guilding, 2000). Market orientation is also likely
to lead to the development of superior customer relations
(Day, 1994; Hooley, 2005) and superior distribution-based
assets. Therefore:

H1: Market orientation is positively related to
innovation resources, reputational resources, cu-
stomer related capabilities and distribution-ba-
sed assets.
The research concerning the association between the

degree of innovation and a organizational performance
also shows that innovation resources can be used as a pre-
dictor of this performance (Gatignon & Xuered, 1997;
Deshpande et al., 1993; Subramanian, 1997). Heskett, Sas-
ser & Schlesinger (1997) claim that a competitively supe-
rior perceived product value is highly and positively rela-
ted to customer satisfaction with these products, which in
turn leads to increased customer loyalty. Also, reputatio-
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nal resources are of particular importance important in
developing and maintaining loyalty on the part of custo-
mers (Dick & Basu, 1994; Porter, 1985; Raj, 1985). In their
research, Nguyen and LeBlanc (2001) revealed that custo-
mer loyalty has a tendency to be higher when perceptions
of corporate reputation are strongly favourable. Perhaps
one of the most important tasks for the organization that
impacts customer satisfaction and loyalty, is the develop-
ment of customer related capabilities, such as the ability
to identify customer requirements, the ability to create,
maintain and enhance customer relationships. How distri-
bution based assets impact on the firm’s competitive posi-
tion and performance is still somewhat unclear and lacks
empirical evidence. Novack et al. (1994) found that logi-
stics executives do not know precisely how supply chain
management creates value for customers because this
phenomenon has not been examined and quantified. Ho-
wever, according to Tracey et al. (2005), there exists a re-
lationship between distribution-based assets, perceived
customer value and customer loyalty. Therefore we pro-
pose:

H2: Innovation resources, reputational re-
sources, customer related capabilities and distri-
bution-based assets are positively related to cu-
stomer loyalty.
Innovation resources are found to have a positive ef-

fect on customer loyalty, as well as on market share and
sales volume (Ge & Ding, 2005).The rationale behind this
is ascribed to the potential of innovation resources to sa-
tisfy the changed or new demands of the customers and to
accommodate uncertainties (Han, Kim, & Srivastava,
1998). Strong reputational resources also help the organi-
zation to achieve and protect the market share and sales
volume (Uncles et al., 2003). Likewise, customer related
capabilities are likely to directly influence sales levels by
ensuring that customer expectations and requirements
are met directly (Day, 1994). Also, distribution-based as-

sets have been found to impact the market share and sa-
les volume (Tracey et al. 2005). Accordingly, we hypothe-
size that:

H3: Innovation resources, reputational re-
sources, customer related capabilities and distri-
bution-based assets are positively related to the
market share and sales volume.
Reicheld (1993) states that when a company is consi-

stently able to offer better value and achieve customer lo-
yalty, the market share and turnover increases while the
costs of attracting and serving customers decreases. Firms
with large groups of loyal customers therefore have large
market shares and the market share is, in turn, associated
with higher rates of return on investment (Buzzell, Gale,
& Sultan, 1975; Raj, 1985; Reichheld & Sasser, 1990). The
market share will lead to profitability due to the econo-
mies of scale and experience effects. Other authors (e.g.
Prescott, Coolí, & Venkatraman, 1986; Rumelt & Wensley,
1981) have also indicated that market performance has
significant positive effects on financial performance. Thus
following two hypotheses are proposed,

H4: Customer loyalty is positively related to
market share and sales volume and

H5: Customer loyalty, market share and sales
volume are positively related to financial perfor-
mance.

5 Methodology

An empirical study was conducted using mailed question-
naires. This measurement instrument was developed in
three phases. First, in-depth interviews were conducted
with senior marketing executives in 24 organizations. A
questionnaire was then developed and piloted using a
smaller sample. Finally, after several modifications of the
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Figure 1: Conceptual framework
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layout and wording of the questions, the direct mail que-
stionnaire was sent to companies in Slovenia with more
than 20 employees (N=2,551). In every company, we iden-
tified a single respondent in one of the following posi-
tions: CEO, member of the Board of Directors responsib-
le for marketing or the marketing director. These key res-
pondents were used as previous studies have shown that
these senior managers are generally reliable in their eva-
luations of the firm’s activities and performance (e.g. Hart
& Banbury, 1994; Venkatraman & Ramanujan, 1986). In
total, 759 usable questionnaires were received, represen-
ting a response rate of 29.7%.The companies that respon-
ded came from a variety of industries (49.7% from manu-
facturing, 12.5% from wholesale and retail, 7.6% from
construction, 1.3% from agriculture, 1.5% transportation
and 27.4% from other).

To measuring the market orientation, the authors
used fourteen items from Narver and Slater’s (1990) sca-
le on a seven-point Likert scale. Innovation resources
were measured with three items and reputational resour-
ces, customer related capabilities and supply assets with
four items each using a 5-point continuous scale (from
“strong competitors’ advantage” to “our strong advanta-
ge”). All indicators of market performance (customer lo-
yalty, market share and sales volume) were measured
using two items on 5-point continuous scales, while finan-
cial performance was measured with three items on a 5-
point continuous scale developed by Hooley et al. (2005).

First, all the scales were verified for construct validity,
which indicates the extent to which the items on a scale
measure the abstract or theoretical construct (Chandler,
1991; Churchill, 1979). The construct validity was assessed
with two EFA.The first EFA included market orientation,
customer loyalty, the market share and sales volume and
financial performance. Out of the initial 22 items, 9 were
eliminated since they did not significantly effect their fac-
tors. The second EFA included innovation resources, re-
putational resources, customer related capabilities and di-
stribution-based assets. Once again, out of the original 15
items, 5 were eliminated for the same reason. The final
model included 23 items (manifest variables) and 8 con-
structs (latent variables). The items for the measurement
of the model components are presented in table 1.

Then, in order to test for discriminant validity, two
CFA models were constructed, the first containing con-
structs of market orientation, customer loyalty, market
share and sales volume and financial performance and the
second containing innovation resources, reputational re-
sources, customer related capabilities and distribution-ba-
sed assets. The indices of fit for the first model were: c2 =
137.15; df = 59; RMSEA = .04; GFI = 0.97; CFI = 0.98;
NNFI = .97 and c2 = 191.10; df = 29; RMSEA = .08; GFI =
.95; CFI = .93; NNFI = .90 for the second model. Also, se-
veral CFA’s were run for each possible pair of constructs,
the first allowing for correlation between the two various
constructs and then fixing the correlation between the
constructs at 1. In every case, the chi square differences
between the fixed and free solutions were significant.
Also, convergent validity was assessed by checking the

statistical significance of the loadings at a given alpha
(e.g., p=0.05). All the loadings were significant (p<0.01)
and, with the exception of 3 items, all were over the re-
commended threshold of .6. Reliability was assessed using
composite reliability measures.They were mostly above .6
(Table 1). The average variance extracted also exceeded
the recommended threshold of .5 in most cases, with the
exception of market orientation, customer loyalty and re-
putational resources. Therefore, the overall assessment of
the measurement part of the model provided good evi-
dence of its validity and variability.

The components (latent variables) and their reliabili-
ties, items (manifest variables), mean values and standard
deviations are presented in Table 1.

The hypotheses were simultaneously tested using
structural model equations (SEM) using LISREL. The
structural model is presented in Figure 2. Parameter esti-
mation was undertaken using the maximum likelihood
(ML) method, which is the most widely used method in
practice (Baumgartner & Homburg, 1996). ML provides
consistently efficient estimation and is relatively robust
against moderate departures from the assumption of mul-
tivariate normality (Diamantopoulus & Siguaw, 2000).

6 Results

An overall fit assessment of the model revealed a chi-
square value of 876.54 (p<.01), with 215 degrees of free-
dom. A significant chi-square value indicates that the mo-
del does not fit the data perfectly.Although the analysis of
a covariance structure has traditionally relied on a chi-
square likelihood ratio test to assess how well a model fits,
it is very sensitive to the sample size, number of items and
number of factors in the model (Anderson & Gerbing,
1984; Bollen, 1989). Bollen (1989) suggests that a perfect
fit may be an inappropriate standard, indicating what we
already know – that the model does not perfectly fit the
data. Therefore, other fit indices, including RMSEA, GFI,
CFI, and, NNFI, can be used to assess the overall model
fit. The root mean square error of approximation
(RMSEA) value of the model was .05 (RMSEA=.06),
which is in fact close to the range for a good fit and still
suggests a reasonable fit (MacCallum, Browne, & Suga-
wara, 1996). Additional fit indices were mostly over the
suggested threshold of .9 (Diamantopoulus and Siguaw,
2000). The goodness-of-fit index (GFI) reached a value of
.91, the comparative-fit-index (CFI=.90) and the root
mean square residual (RMR=.07). Non-normed fit index
was slightly below the recommended value (NNFI=.88).

Table 3 provides an overview of estimated effects
(standardized regression coefficients), along with t values
and significance measures.

As predicted by H1, the companies’ market orienta-
tion was a significant and positive predictor of innovation
resources (γ=.39; p<.01), reputational resources (γ=.32;
p<.01), customer related capabilities (γ=.37; p<.01) and di-
stribution-based assets (γ=.33; p<.01). The authors there-
fore confirm H1. Hypothesis H2 predicted that innovation



resources, reputational resources, customer related capa-
bilities and distribution-based assets are positively related
to customer loyalty. The results show, that customer rela-
ted capabilities (β=.29, p<.01), innovation resources

(β=.11, p<.01) and distribution-based assets (β=.11, p<.01)
are indeed significantly and positively related to customer
loyalty. Although the relationship between reputational
assets and customer loyalty is weaker (β=.10) and signifi-
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Table 1: Component items, means, standard deviations and reliabilitie measures

a Seven-point scale anchored at: 1 = not at all and 7 = to an extreme extent.
b Five-point scale anchored at 1 = strong competitors’ advantage and 5=our strong advantage.
c Five-point scale anchored at 1 = much worse and 5 = much better.



cant only at the level p<.10, we can also confirm hypothe-
sis H2. Innovation resources (β=.15, p<.01), reputational
resources (β=.35, p<.01) and distribution-based assets
(β=.09, p<.05) also have a positive impact on the market
share and sales volume. Suprisingly the path between the
customer related capabilities and the market share and
sales volume was not significant, therfore we provide only
partial support for H3. Hypothesis H4 was once again
supported since loyalty proved to be significant predictor
of the market share and sales volume (β=.32, p<.01).

Customer loyalty, market share and sales volume (H5)
should also have a positive impact on the financial perfor-
mance. The structural equations and p values indicated
positive returns in both cases. Strong positive and signifi-
cant findings were returned for the path from market sha-
re and sales volume to financial performance (β=.62,
p<.01). However, the relationship between customer lo-
yalty and financial performance was much weaker (β=.09)
and significant only at the level p<.05. Since the market
share and sales volume construct mediates the customer
loyalty impact on financial performance, H5 can also be
supported.
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Table 2: Correlations between latent variables

Table 3: Standardized regression coefficients, along with t-values and significance

γ and β - standardized regression coefficient



7 Discussion and Implications

In the present study, we proposed a conceptual model of
some marketing resources and their relationship with the
market and the financial performance of organizations.
We empirically tested the proposed conceptual model
with structural equation modelling (SEM) using a sample
of companies in Slovenia with more than 20 employees.

This study minimizes the gap between the majority of
studies using RBT, which are focused on the practice of
companies in the Western hemisphere, versus the relati-
vely few studies regarding this issue in non-Western set-
tings (e.g. Luo, Sivakumar & Liu, 2005).

The present study supports the convention that mar-
ket orientation is the predecessor of innovation, since the
companies’ market orientation proved to be a positive
predictor of their ability to launch successful new pro-
ducts and services and effective new product/service de-
velopment processes. According to our study, innovation
tends to have an indirect impact on the market share and
sales volume through customer loyalty rather than a di-
rect effect. Therefore, loyalty is a relevant construct in the
relationship marketing literature and is considered to be
a “key mediating variable” in relational exchanges (Mor-
gan & Hunt, 1994).

The results presented in this study empirically con-
firm that reputational resources are also important mar-
ket performance predecessors. Previous studies have em-
pirically linked company reputation directly to financial
performance (Roberts & Dowling, 2002) while, in our mo-
del, market performance variables were introduced as
mediators between market orientation and market and fi-
nancial performance. The positive relationships between

corporate/brand reputation, credibility (labelled as repu-
tational resources) and loyalty are well documented in
the literature (Wiedmann & Buxel, 2005). Reputational
resources are: (a) directly and positively related to the
market share and the sales volume; and (b), together with
innovation resources, are indirectly and positively related
to the market share and sales volume through loyalty.
Therefore, it is not surprising that company reputation is
one key indicator of long-term company value (Dowling,
2006).

Empirical evidence from our study suggests that the-
re is no direct relationship between customer related ca-
pabilities, the market share and sales volume. Taking into
account that the path from customer related capabilities
to customer loyalty is positive and customer loyalty is also
a significant and positive predictor of the market share
and sales volume, it can be assumed that the impact of cu-
stomer related capabilities on the market share and sales
volume is rather indirect. Superior customer related capa-
bilities therefore indirectly influence sales levels by ensu-
ring better knowledge of customer expectations, resulting
in higher satisfaction and loyalty levels.

Distribution-based assets were found to have a signi-
ficant, positive but weak direct effect on customer loyalty,
the market share and sales volume. This confirms that di-
stribution assets are a vital part of customer convenience
in products acquisition and can therefore play an impor-
tant role in the customers’ perceived value, satisfaction
and loyalty. However, distribution-based assets can also
directly influence the market share and sales volume.The-
se results prove that building effective distribution-based
assets, such as an adequate distribution network, the uni-
queness of the approach to distribution and the relations-
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Figure 2: Standardized path estimates

*p<0,01; **p<0,05; ***p<0,10;
χ2 = 876.54; df = 215; RMSEA1=.06; GFI2 = .91; CFI3 = .90; NNFI4 = .88; RMR5 = .07
1 RMSEA – the root mean square error of approximation; 2 GFI – the goodness-of-fit index; 3 CFI – the comparative-fit-index;
4 NNFI – the non-normed fit index; 5 RMR – the root mean square residual



hips with distribution intermediaries can also offer oppor-
tunities to create a sustainable competitive advantage.

Finally, customer loyalty has a weak direct effect on
financial performance, which is in accordance with the fin-
dings of Reinartz and Kumar (2004). Rather than a direct
effect, loyalty tends to have an indirect effect on financial
performance, mediated by the market share and sales vo-
lume. This confirms the defensive marketing view of the
market share discussed by Fornell and Wernerfeld (1987),
where customer retention is seen as the most important
component of the market share.

7.2 Limitations and Further Research

As an effort to address a complex phenomenon, this study
is subject to several limitations.As we only considered the
relationship between selected marketing resources and
organizational performance, future research should inclu-
de: (1) other marketing resources to provide better under-
standing of company resources in yielding superior per-
formance (e.g. internal marketing and the intensity and
frequency of marketing communication) and (2) an addi-
tional investigation of the relationship between customer
loyalty and financial performance.

In addition to relying on subjective performance
measurements, we could also rely on objective data. Ho-
wever, previous studies have reported a significant asso-
ciation between objective and subjective performance
measures (Dess & Robinson, 1984; Pearce, Robbins &
Robinson, 1987; Venkatraman & Ramanujan, 1986). Ad-
ditional limitations of the study are the participation in
the survey of just a single respondent per company and
the exclusion of customers and competitors as informants
(Harris, 2001). Therefore, future studies should rely on an
approach using multiple key informants for data collec-
tion.

8 References

Amit, R., & Schoemaker P. J. (1993). Strategic assets and organi-
zational rent, Strategic Management Journal, 14(1): 33-46.

Anderson, J. C., & Gerbing D. W. (1984). The Effect of Sampling
Error on Convergence, Improper Solutions and Goodness-
of-fit Indices for Maximum Likelihood Confirmatory Fac-
tor Analysis, Psychometrica, 49(2): 155-173.

Atuahene-Gima, K. (1995). An Exploratory Analysis of the Im-
pact of Market Orientation on New Product Performance:
A Contingency Approach, Journal of Product Innovation
Management, 12: 275–293.

Atuahene-Gima, K. (1996). Market orientation and innovation,
Journal of Business Research 3(Feb): 93-103.

Atuahene-Gima, K., Slater, S.F., & Olson, E.M. (2005). The Con-
tingent Value of Responsive and Proactive Market Orienta-
tions for New Product Program Performance, The Journal
of Product Innovation Management, 22: 464-482.

Azzone, G., Bertele U., & Rangone A. (1995). Measuring resour-
ces for supporting resource-based competition, Manage-
ment Decision, 33(9): 57-63.

Baker W.E., and Sinkula J. M. (2005). Market Orientation and
the New Product Paradox, The Journal of Product Innova-
tion Management, 22(6): 483-502.

Barney, J. B. (1991). Firm Resources and Sustained Competitive
Advantage, Journal of Management, 15: 175–190.

Baumgartner, H., & Homburg, C. (1996). Applications of struc-
tural equation modeling in marketing and consumer re-
search: A review, International Journal of Research in Mar-
keting, 13: 139-161.

Bollen, K. A. (1989). Structural Equations with Latent Variables,
John Wiley and Sons, New York.

Buzzel, R. D., & Gale, B. T. (1987). The PIMS principle: linking
strategy to performance, The Free Press, New York.

Chaharbaghi, K., & Lynch R. (1999). Sustainable Competitive
Advantage: Towards a Dynamic Resource-based Strategy,
Management Decision, 37(1): 45.

Chakravarthy, B. S. (1986). Measuring strategic performance:
The role of strategic choice, Strategic Management Journal,
7(5): 437-458.

Chandler Jr., Alfred D. (1991). The functions of the HQ unit in
the multibusiness firm, Strategic Management Journal, 12:
31?50.

Churchill Jr., Gilbert A. (1979). A paradigm for developing bet-
ter measures of marketing constructs, Journal of Marketing
Research, 16(2): 64?73.

Cooper, M.C., Lambert, D.M. & Pagh, J.D. (1997). Supply chain
management: more than a new name for logistics, Interna-
tional Journal of Logistics Management, 8(1): 1-14.

Cravens, K. S., & Guilding, C. (2000). Measuring customer focus:
an examination of the relationship between market orienta-
tion and brand valuation; Journal of Strategic Marketing, 8:
27-45.

Day, G. S. (1994). The Capabilities of Market-Driven Organiza-
tions, Journal of Marketing, 58(4): 37–52.

Day, G. S. & Wensley, R. (1988). Assessing Advantage: A Frame-
work for Diagnosing Competitive Superiority, Journal of
Marketing, 52(Apr): 1-20.

DeChernatony, L., & MacDonald, M. (1992). Creating brands,
Butherworth-Heinemann, Oxford.

Deshpande, R., & Farley J. U. (2004). Organizational culture,
market orientation, innovativeness, and firm performance:
an international research odyssey, International Journal of
Research in Marketing, 21: 3-22.

Deshpande, R., Farley, J., & Webster, F. (1993). Corporate Cultu-
re, Customer Orientation, and Innovativeness in Japanese
Firms: A Quadrad Analysis, Journal of Marketing, 57(1):
23–37.

Dess, G. G., & Robinson R. B. (1984). Measuring Organizational
Performance in the Absence of Objective Measures: The
Case of the Privately held Firm and Conglomerate Business
Unit, Strategic Management Journal, 5: 265-273.

Diamantopoulus A., & Siguaw J. (2000). Introducing LISREL,
Sage Publications, London.

Dick, A., & Basu, K. (1994). Customer loyalty: toward an inte-
grated conceptual framework, Journal of the Academy of
Marketing Science, 22(2): 99-113.

Dierickx, I., & Cool K. (1989). Asset stock accumulation and su-
stainability of competitive advantage, Management Science,
35(12): 1504– 1551.

Dowling, G. (2006). How good corporate reputations create cor-
porate value, Corporate Reputation Review, 9(2): 134-143.

Doyle, P. (2000). Value based marketing, Wiley, Chichester.
Drucker, P. (1954). The practice of Management, Harper and

Row Publishers, New York.

Organizacija, Volume 41 Research papers Number 1, January-February 2008

11



Eberl, M., & Schwaiger, M. (2005). Corporate reputation: disen-
tangling the effects on financial performance, European
Journal of Marketing, 39(7/8): 838-854.

Fahy, J. (2000). The resource-based View of the Firm: Some
Stumbling-Blocks on the Road to Understanding Sustai-
nable Competitive Advantage, Journal of European Indu-
strial Training, 24(2/3/4): 94-104.

Fahy, J., & Smithee A. 1999. Strategic Marketing and the Resour-
ce Based View of the Firm, Academy of Marketing Science
Review, 10: 1-29.

Fahy, J., Hooley, G., Cox, T., Beracs, J., Fonfara, K., & Snoj, B.
(2000). The development and impact of marketing capabili-
ties in Central Europe, Journal of International Business
Studies, 31(1): 63-81.

Fornell, C., & Wernerfeld, B. (1987). Defensive Marketing Stra-
tegy by Costumer Complained Management: A Theoretical
Analysis, Journal of Marketing Research, 24(Nov): 337-46.

Gabrijan, V., Milfelner, B., Snoj, B., & Gaber, B. (2005). Vpliv
marketinških virov na delovanje podjetja, Naše gospodars-
tvo, 51(5/6): 92-103.

Ganster, D. C., Hennessey, H. W., & Luthans, F. (1983). Social
Desirability Response Effects: Three Alternative Models,
Academy of Management Journal, 26: 321–331.

Gatignon, H., & Xuered, J.-M. (1997). Strategic orientation of
the firm and new product performance, Journal of Marke-
ting Research, 34: 77-90.

Ge, G. L., & Ding, D. Z. (2005). Market orientation, competitive
strategy and firm performance: an empirical study of Chine-
se firms, Journal of Global Marketing, 18(3/4): 115-142.

Hall, R. (1992). The strategic analysis of intangible resources,
Strategic Management Journal, 13: 135-144.

Han, J. K., Kim N., & Srivastava R. K. (1998). Market orientation
and organizational performance: Is innovation a missing
link?, Journal of Marketing, 62(4): 30-45.

Harris L. C. (2001). Market orientation and performance: objec-
tive and subjective empirical evidence from UK companies,
Journal of Management Studies, 38(1): 17-43.

Hart, S., & Banbury, C. (1994). How Strategy-Making Processes
Can Make a Difference, Strategic Management Journal,
15(4): 251-270.

Heskett, J. L., Sasser, W. E. Jr., & Schlesinger, L. A. (1997). The
Service Profit Chain. How Leading Companies Link Profit
and  Growth to Loyalty, Satisfaction, and Value, The Free
Press, New York.

Higginson, J.K. & Alam, A. (1997), Supply chain management
techniques in medium-to-small manufacturing firms, Inter-
national Journal of Logistics Management, 8(2): 19-32.

Hofer, C., & Schendel D. (1987). Strategy Formulation: Analyti-
cal Concepts, West, St. Paul.

Hooley, G.J., Beracs, J., Cadogan, J.W., Fahy, J., Fonfara K., Gab-
bot, M., Kasper, H., Matear, S., Möller, K., Mühlbacher, H.,
Snoj, B., Theodorakis, V., Tsarenko, Y., & Yau, O.H.M.
(2004). Marketing Assets, Capabilities And Competitive Po-
sitioning. In 33 Proceedings of the 33rd EMAC Conference.
Murcia: University of Murcia.

Hooley, G., Broderick A., & Möller K. (1998). Competitive posi-
tioning and the resource-based view of the firm, Journal of
Strategic Marketing, 6: 97-115.

Hooley, G., Greenley G. E., Cadogan W. J., & Fahy, J. (2005). The
Performance Impact of Marketing Resources, Journal of
Business Research, 58: 18-27.

Hult, G.T.M., Hurley R. F., & Knight G. A. (2004). Innovative-
ness: Its Antecedents and Impact on Business Performance,
Industrial Marketing Management, 33(5): 429-438.

Hunt, S. D. (2000). A General Theory of Competition: Resources,
Competences, Productivity, Economic Growth, Sage, Lon-
don.

Hunt, S. D., & Morgan R. M. (1996). The Resource-Advantage
Theory of Competition: Dynamics, Path Dependencies, and
Evolutionary Dimensions, Journal of Marketing, 60: 107-
114.

Hurley, R.F., & Hult, G.T.M. (1998). Innovation, Market Orien-
tation, and Organizational Learning: An Integration and
Empirical Examination, Journal of Marketing, 62: 42–54.

Jaworski, B. J., & Kohli A. K. (1993). Market orientation: antece-
dents and consequences, Journal of Marketing, 57(3): 53-70.

Knox, S. (2004). Positioning and branding your organization,
Journal of Product and Brand Management, 13(2): 105-115.

Kohli, A. K., & Jaworski B. J. (1990). Market orientation: The
construct, research propositions, and managerial implica-
tions, Journal of Marketing, 54(2): 1-18.

Lippman, S. A., & Rumelt R. P. (1982). Uncertain Inimitability:
An Analysis of Interfirm Differences on Efficiency under
Competition, Bell Journal of Economy, 13: 418– 53.

Lukas, B. A., & Ferrell O. C. (2000). The effect of market orien-
tation on product innovation, Journal of the Academy of
Marketing Science, 28(2): 239-247.

Luo, X., Sivakumar K., & Liu S.S. (2005). Globalization, Marke-
ting Resources, and Performance: Evidence from China,
Journal of the Academy of Marketing Science, 33(1): 50-65.

MacCallum, R. C., Browne M. W., & Sugawara H. M. (1996). Po-
wer analysis and determination of sample size for covarian-
ce structure modeling, Psychological Methods, 1(2): 130-
149.

Morgan, R. M, & Hunt, S. D. 1994. The commitment-trust theo-
ry of relationship marketing, Journal of Marketing, 58(3):
20-39.

Narver, J. C., & Slater S. F. (1990). The Effect of a Market Orien-
tation on Business Performance, Journal of Marketing, 54:
20–35.

Narver, J. C., Slater S. F., & MacLachlan D. L. (2004). Responsi-
ve and Proactive Market Orientation and New Product
Success, The Journal of Product Innovation Management,
21(5): 334-347.

Nguyen, N., & LeBlanc, N. (2001). Corporate image and corpo-
rate reputation in customers’ retention decisions in services,
Journal of Retailing and Consumer Services, 8: 227-236.

Novack, R.A., Rinehart, L.M. & Langley, CJ. Jr (1994). An inter-
nal assessment of logistics value, Journal of Business Logi-
stics, 15(1): 113-52.

Olavarrieta, S., & Friedmann R. (1999). Market-oriented cultu-
re, knowledge-related resources, reputational assets and su-
perior performance: a conceptual framework, Journal of
Strategic Marketing, 7: 215-228.

Pearce, J. A., Robbins D. K. & Robinson, R. (1987). The impact
of grand strategy and planning formality on financial per-
formance, Strategic Management Journal, 8(2): 125-134.

Penrose, E. G. (1959). The Theory of the Growth of the Firm. Wi-
ley, New York.

Peteraf, M. A. (1993). The Cornerstones of Competitive Advan-
tage: A Resource-Based View, Strategic Management Jour-
nal, 14(3): 179-191.

Podsakoff, P. M., Mackenzie, S. B., Lee, J-Y., & Podsakoff, N. P.
(2003). Common Method Biases in Behavioural Research:
A Critical Review of the Literature and Recommended Re-
medies, Journal of Applied Psychology, 88(5): 879–903.

Prescott, J. E., Coolí, A. K., & Venkatraman, N. (1986). The mar-
ket share-profitability relationship: an empirical assessment

Organizacija, Volume 41 Research papers Number 1, January-February 2008

12



of major assertions and contradictions, Strategic Manage-
ment Journal, 7(4): 377-394.

Raj, S. P. (1985). Striking a balance between brand ‘popularity’
and brand loyalty, Journal of Marketing, 49(1): 53-59.

Reed, R., & DeFillippi R. J. (1990). Causal ambiguity, barriers to
imitation and sustainable competitive advantage, Academy
of Management Review, 15(1): 88-102.

Reicheld, F. F. (1993). Loyalty-based management, Harvard Bu-
siness Review, 71(2): 64-73.

Reichheld, F., & Sasser, W. E. (1990). Zero defections, Harvard
Business Review, 68: 105-111.

Reinartz, W. J., & Kumar, V. (2004). The mismanagement of cu-
stomer loyalty, Harvard Business Review, 80(7): 86.

Roberts, P. M., & Dowling, G. R. (2002). Corporate reputation
and sustained superior financial performance, Strategic Ma-
nagement Journal, 23: 1077-1093.

Rumelt, R., & Wensley, R. (1981). Market share and the rate of
return: testing the stochastic hypothesis. Working paper, Uni-
versity of California, Los Angeles.

Sandvik, K., & Duhan D. F. (1996). The effects of performance
quality, customer satisfaction, and brand reputation on cu-
stomer loyalty. Marketing for an expanding Europe, Procee-
dings of the 25th Annual Conference of the European Mar-
keting Academy. Ed: Beracz, J, Bauer, J & Simon, J 983-999.
Budapest: University of Economic Sciences.

Shamsie, J. (2003). The context of dominance: An industry-dri-
ven framework for exploiting reputation, Strategic Manage-
ment Journal, 24: 199-215.

Slater, S. F., & Olson, E. M. (2001). Marketing’s contribution to
the implementation of business strategy: An empirical
analysis, Strategic Management Journal, 22(11): 1055-1068.

Slater, S., &, Narver J. C. (1995). Market orientation and the
Learning Organization, Journal of Marketing, 59: 63-67.

Srivastava, R. K., Fahey, L. & Christensen H. K. (2001). The re-
source-based View and Marketing: The Role of Market-ba-
sed Resources on Gaining Competitive Advantage, Journal
of Management, 27: 777-802.

Srivastava, R. K., Shervani T. A., & Fahey L. (1998). Market-Ba-
sed Assets and Shareholder Value:A Framework for Analy-
sis, Journal of Marketing, 62: 2-18.

Stalk, G., Evans P., & Shulman L. E. (1992). Competing on capa-
bilities: The new rules of corporate strategy, Harvard Busi-
ness Review, 70(2): 57-69.

Subramanian, A. (1997). Innovativeness: redefining the concept,
Journal of Engineering and Technology Management, 13:
223-43.

Tracey, M., Lim, J-S., Vonderembse, M.A. (2005). The impact of
supply-chain management capabilities on business perfor-
mance. Supply Chain Management, 10(3/4): 179-192.

Uncles, M. D., Dowling, G. R., & Hammond, K. (2003). Customer
loyalty and customer loyalty programs, Journal of Consu-
mer Marketing, 20(4): 294-314.

Venkatraman, N., & Ramanujan, V. (1986). Measurement of bu-
siness performance in strategy research: A comparison of
approaches, Academy of Management Journal, 11: 801-814.

Weigelt, K., & Camerer C. (1988). Reputation and Corporate
Strategy: A Review of Recent Theory and Applications,
Strategic Management Journal, 9(5): 443-454.

Wernerfelt, B. (1984). A Resource-Based View of the Firm, Stra-
tegic Management Journal, 5: 171–180.

Wiedmann, K. P., & Buxel, H. (2005). Corporate reputation ma-
nagement in Germany: Results of an empirical study, Cor-
porate Reputation Review, 8(2): 145-163.

Borut Milfelner is a teaching assistant at the University of

Maribor, Slovenia, Faculty of Economics and Business. He

received his masters at the same university and is currently

preparing his PhD degree at the University of Ljubljana. His

research interests include the areas of resource based the-

ory, marketing research, consumer behaviour and tourism

marketing. His work consists of several published scientific

articles (2 of them in JCR indexed journals), conference

contributions and participation in various research projects.

Vladimir Gabrijan is senior lecturer at the University of Ma-

ribor, Slovenia, Faculty of Economics and Business. He re-

ceived his masters at the same university. His research in-

terests include the areas of resource based theory, market

orientation, strategic marketing, brand and image manage-

ment, generic and basic marketing strategies and general

marketing theory. His bibliography consists of several pub-

lished scientific articles, published scientific conference

contributions, published professional conference contribu-

tion, independent professional component parts in mono-

graphies, 4 reviewed university textbooks and books. He is

also active in different types of organizations involving

workshops, seminars and applicative research projects.

Boris Snoj is professor of marketing at the University of

Maribor, Slovenia, in the Faculty of Economics and Busi-

ness. He has been a member of the presidency of EMAC

(European Marketing Academy) and is also a member of

Editorial boards of two Scientific Journals in the field of ma-

nagement in Slovenia. The majority of his published re-

search is in the areas of market orientation, services mar-

keting, internal marketing, service quality, customer satis-

faction, perceived product value and the relationship bet-

ween marketing resources and firm performance. His work

has been published in 22 text books and books (including 4

outside Slovenia) and in approximately 60 scientific and

professional articles. He also appeared as author and co-

author of approximately 90 papers in scientific and profes-

sional conferences in Slovenia and abroad.

Organizacija, Volume 41 Research papers Number 1, January-February 2008

13




