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Previous research suggests that the market driving behaviour of firms is linked to exceptional performance. 
However, the elements of market driving, its antecedents and outcomes, have so far not been empirically 
measured. The primary objectives of this study are to identify factors that describe market driving, develop a 
conceptual model, and then consider influencing factors and performance indicators drawn from the 
entrepreneurship and marketing literature. The model has been empirically tested using a sample of 
managers in the South African healthcare industry. A fully structured questionnaire was used to address the 
objective of this study. The realised sample of n=328 was used to analyse the conceptual model applying a 
partial least squares path modelling approach (PLS-PM). The results revealed that market driving is a firm 
behaviour and is distinguished by three distinct concepts: market sensing, influencing customer preferences 
and alliance formation. Three out of four antecedents: strategic orientation, entrepreneurial capital and 
entrepreneurial behaviour, influenced market driving ability positively. The study also demonstrated that 
market driving behaviour positively influences firm performance and relative competitive strength.  

Key words: corporate entrepreneurship, entrepreneurial marketing, market driving, firm performance, 
competitive strength 
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1 

Introduction 
Two major organisational objectives are to 
achieve firm performance and a competitive 
advantage; strategies to achieve these objectives 
differ widely across the fields of entrepre-
neurship and marketing. Whereas research in 
the field of corporate entrepreneurship outlines 
factors that facilitate innovation, which is 
considered to be the primary driver for firm 
performance and competitive advantage (Antoncic 
& Hisrich, 2001; Covin & Slevin, 1991; Covin 
& Miles, 1999; Hisrich & Peters, 1986; Holt, 
Rutherford & Clohessy, 2007; Hornsby, Naffziger, 
Kuratko & Montagno, 1993; Hornsby, Kuratko 
& Montagno, 1999; Hornsby, Kuratko & 
Zahra, 2002; Ireland, Hitt & Vaidyanath, 2002; 
Khandwalla, 1987; Kuratko, Montagno & Hornsby, 
1990; Kuratko, Hornsby, Naffziger & Montagno, 
1993; Kuratko, Ireland & Hornsby, 2001; 
Dess, Ireland, Zahra, Floyd, Janney & Lane, 
2003; Zahra, 1991) research in the field of 
market orientation considers the implementation 

of the marketing concept to be the crucial 
factor in achieving these outcomes (Jaworski 
& Kohli, 1993; Kohli & Jaworski, 1990:1-3; 
Kirca, Jayachandran & Bearden, 2005).  

Entrepreneurial marketing research has 
addressed the interface of marketing and entre-
preneurship and considers core elements of 
both disciplines in order to understand firm 
specific outcomes parameters. Carson (2010:8) 
summarises the commonalities and states that 
both disciplines consider innovation, creativity, 
opportunistic behaviour, flexibility and change 
orientation. Both disciplines include managerial 
perspective and organisational behaviour. More- 
over, both disciplines are process-based and 
market-driven.  

However, as outlined by Kumar, Scheer and 
Kotler (2000) and Schindehutte, Morris and 
Kocak (2008), contemporary research at the 
interface is concerned with an understanding of 
exceptional firm performance and competitive 
advantage, which cannot be explained by a 
market driven understanding of the firm 
(Kumar et al., 2000; Schindehutte et al., 2008). 
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To date, little research has been conducted 
on market driving, the characteristics of the 
concept, the influencing factors and the 
outcomes. Previous research in the field is 
based on secondary research (Jaworski, Kohli 
& Sahay, 2000; Kumar et al., 2000) or single-
case studies (Harris & Cai, 2002), leaving a 
gap in research and understanding of the 
concept. Numerous researchers highlight the 
need to develop an approach to measuring 
market driving behaviour (Barlow Hills & 
Sarin, 2003:21; Carrillat, Jaramillo & Locander, 
2004:10; Jaworski et al., 2000:53), the need to 
identify which organisational factors facilitate 
or hinder the firm in becoming market driving 
and identify and measure market driving 
outcomes, e.g. performance, competitive ad-
vantage (Barlow Hills & Sarin, 2003:21; 
Schindehutte et al., 2008:22). 

Market driving research has so far not 
resulted in an empirical assessment of the 
concept itself or of quantitative measurement 
of antecedents and outcomes. Thus, the goal of 
this research is to develop a conceptual model 
of market driving ability and to quantitatively 
assess firm internal factors that influence 
market driving ability and determine the 
outcomes of market driving behaviour on firm 
performance and competitive advantage in the 
South African healthcare industry. 

The South African healthcare industry is 
fragmented, with many players in the different 
sectors, such as manufacturers of pharma-
ceuticals and devices, distributors, wholesalers 
and medical schemes. Various regulatory changes 
in the past, like the introduction of single-exit 
price for pharmaceutical manufacturers, as well 
as future challenges, like the implementation 
of the National Health Insurance system, 
require market players to re-visit their current 
market positions and adapt their offerings to 
the evolving environment. The dynamics in the 
healthcare industry, the growth potential and 
the regulatory challenges make it an ideal 
industry for studying the market driving ability 
of organisations.  

The primary objective of this study is to 
develop a conceptual model that will help 
determine how market driving can be assessed 
in organisations, as well as which firm internal 
factors will influence an organisation’s ability 
to become market driving and determine 

whether market driving behaviour will influence 
a firms’ performance and competitive advantage. 
The conceptual model will be subject to 
empirical testing. 

2 
Background / Literature review 

Kumar et al. (2000:131-132) describe market 
driving as a firm orientation that is distinct 
from other orientations like customer, sales or 
market driven orientation. A market driving 
organisation seeks to change the industry 
segmentation, channel reconfiguration, provide 
customer education and exceed customers’ 
expectations. The outcome for an organisation 
is to create a sustainable competitive advantage 
and superior firm performance (Schindehutte 
et al., 2008:5). Kim and Mauborgne (2005: 
22,25) reflect the view that organisations need 
to enter new market spaces and create the 
demand among customers to achieve sustainable 
value for the organisation. 

Market driving is often performed by new 
entrants to a market. Existing larger organi-
sations can also become market driving, but 
they need to enforce an entrepreneurial mind-
set towards more risk-taking and innovation 
(Kumar et al., 2000:135). Schindehutte et al. 
(2008:13) concur and argue that organisations 
that want to shape, change or create markets 
need to consider various strategic orientations 
such as an entrepreneurial orientation, a market 
orientation and a technological orientation to 
trigger innovation in order to achieve superior 
performance. Kim and Mauborgne (2005:22) 
also state that when tapping into new markets, 
organisations need a different approach. How-
ever, they argue that the approach is not to 
increase risk-taking but rather to show how  
to minimise risk by appropriating strategic 
planning and execution.  

Elements of market driving  
In previous research, market driving has been 
observed as a unique set of abilities required to 
influence the market or the behaviour of 
stakeholders to enhance the business performance 
of a business (Jaworski et al., 2000:45). The 
question that arises is: What constitutes market 
driving and how can firms influence or change 
the behaviour of an entire market or its 



SAJEMS NS 16 (2013) No 2 
 

117 
 

 

 
 

stakeholders? Harris and Cai (2002:185) 
present a single-case study of De Beers 
entering the Chinese market. The constructs 
that have been observed to contribute to the 
success of an organisation entering an entirely 
new market are market sensing, changing 
customer preferences, alliance formation and 
local sensitivity. Other researchers in the field 
(Jaworski et al., 2000:47; Kumar et al., 2000) 
have described similar perspectives, such as 
providing unique business systems by utilising 
forward-sensing activities and actioning to 
actively change the market and its stake-
holders. Considering the various dimensions 
that can characterise market driving, the 
construct will be considered as multidimensional. 

In view of the limited but consistent 
research in the field of market driving, the 
main descriptors of the construct to be con-
sidered, namely market sensing, influencing 
customer preferences and alliance formation, 
will be discussed in more detail.  

Market sensing has been described as the 
process of information gathering to learn about 
the market and future events in order to 
increase opportunity for recognition and 
changing the market (Barringer & Bluedorn, 
1999:423; Harris & Cai, 2002:185). Jaworski 
et al. (2000:51), in concurrence with Miller 
and Friesen (1982:12), also highlight the need 
for understanding the unmet needs in the 
market. It is necessary to specifically identify 
latent needs which are not obvious in the 
existing or new market in order to understand 
buying patterns and to shape the market. 
Narver, Slater and MacLachlan (2004:335) 
provide a similar view and describe a proactive 
market orientation to be reflected in uncovering 
a customer’s latent needs and trying to satisfy 
them. Harris and Cai (2002:185) report that 
market sensing in the form of generating and 
using information to change the market is 
considered to be an important aspect of market 
driving. Very little of the research outlined 
above has measured market sensing empirically. 
Barringer and Bluedorn (1999:423), who 
extend the measures developed by Miller and 
Friesen (1982), provide the scanning intensity 
measure. The scale measures the extent and 
comprehensiveness of efforts made in scanning 
the environment to identify trends and 
opportunities. The 12-item scale demonstrates 

acceptable reliability (Cronbach’s alpha=0.83). 
Discriminant validity was established by 
exploratory factor analysis. Two modified 
items from Miller and Friesen’s (1982) 
measures did not load high on any factor. 
Overall the study finds that a firm’s scanning 
intensity is vital to recognising opportunities 
(Barringer & Bluedorn, 1999:436). Based on 
the literature review it is hypothesised that; 
HA1: Market driving can be measured by 
market sensing activities.  

Another element outlined frequently in the 
market driving literature has been described as 
changing or influencing customer preferences. 
Kumar et al. (2000:134-135) state that market 
driving firms can exceed customers’ expecta-
tions by providing services that are not 
provided by competitors for the same price. If 
firms create a radical new concept, the primary 
focus should be on educating customers about 
the existence of the product and communicating 
how to use it. Jaworski et al. (2000:51-52) 
echo the view that influencing customers’ 
behaviour is an essential part of market driving 
behaviour. By drawing customers’ attention to 
details or attributes that have not been noticed 
before, the firm can shape customers’ 
behaviour (Jaworski et al., 2000:47). Narver et 
al. (2004:336) suggest that by monitoring 
complaints or obtaining market information the 
firm could identify different ways in which 
customers use the product and then develop it 
further to tap into new markets. Previous 
research conducted in the field of market 
driving has not measured empirically the 
construct of influencing customer behaviour. 
However, Narver et al. (2004:336) developed a 
scale called MOPRO (proactive market 
orientation), which consists of items that 
capture customers’ latent needs by monitoring 
customer behaviour and exceeding customer 
expectations. Furthermore, a proactive market 
orientation involves leading the customer.  
The refined MOPRO scale consisted of eight 
items and demonstrates acceptable reliability 
(Cronbach’s alpha= 0.892). Unidimensionality 
was assessed in confirmatory factor analysis. 
The hypothesis derived from the discussions 
above is: HA2: Market driving can be 
measured by activities related to influencing 
customer preferences. Market sensing was 
measured by five items which were adapted 
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from the scanning intensity scale by Barringer 
and Bluedorn (1999) and the scanning items 
used by Miller and Friesen (1982). A summary 
of items is provided in Annexure A. 

When firms seek to enter new markets, 
building strategic alliances with other stake-
holders is an option (Harris & Cai, 2000:187). 
Alliances have been shown to positively 
influence new product development as well  
as identify new opportunities (Baron & 
Markman, 2000:111; Deeds & Hill, 1996:41; 
Gulati, 1999:399). In addition, they can help to 
obtain resources and capabilities from external 
sources (Teng & Cummings, 2002:86). However, 
several factors influence the likelihood and 
success of strategic alliances. In previous 
research it was found that the likelihood of 
entering into new alliances is influenced by  
the number of network resources. Network 
resources are described as the extent of 
information that is available to the firm owing 
to its position within networks. The number of 
new alliances that are entered into depends on 
past experience with alliances, and on whether 
high levels of trust and cooperation have been 
established. It also depends on the type of 
capabilities a firm can acquire by entering the 
alliance (Baron & Markman, 2000:111; Gulati 
1999:405,413; Ireland et al., 2002:413). 

The use of strategic alliances is most often 
operationalized as an independent variable 
indicating a specific number of alliances and 
the duration of the alliance in the areas of 
research and development, marketing, licensing 
agreements or cross-licensing (Deeds & Hill, 
1996:48; Dickson & Weaver, 1997:411; Gulati, 
1999:405; Hitt, Dacin, Levitas, Arregle & Borza, 
2000:457; Kale, Singh & Perlmutter, 2000:226). 

Rothaermel and Deeds (2006:441-442) consider 
in their measure to be the management aspect 
of alliances. Their measure considers alliance type 
through the number of research and develop-
ment alliances the firm has entered into. 
Alliance experience; the firm’s alliance duration; 
and alliance management capability were 
measured by the number of alliances a firm 
was able to manage productively. Discriminant 
validity for alliance management capability was 
established (Rothaermel & Deeds, 2006:445).  

Whereas Rothaermel and Deeds (2006) focus 
on the management of alliances, Kale et al. 
(2000:220) research the concept of the trust 

that must be present in alliances. Kale et al. 
(2000) measured the aspects of trust which 
develops between firms based on close 
interaction at a personal level by means of the 
construct “relational capital”. A five-item measure 
was used to capture mutual trust between alliance 
partners (Kale et al., 2000: 237). Reliability was 
assessed, using Cronbach’s alpha, which was very 
satisfactory (alpha = 0.906). Content validity was 
established by pre-testing the survey instrument 
(Kale et al., 2000:226). Considering the current 
literature on alliance formation the following 
hypothesis is put forward: HA3: Market driving 
can be measured by alliance formation 
activities. The construct was measured by five 
self-constructed items for which ideas were 
taken from Kale et al. (2000), Baron and 
Markman (2000) and Gulati (1999). 

The review of the literature suggests that the 
construct of market driving has multiple facets 
that target shaping or changing the behaviour 
of stakeholders, the market or the industry with 
the goal to achieve a competitive advantage 
and firm performance. Previous research 
emphasises the need to develop a measure for 
market driving, identify factors that influence 
the capability to become market driving and 
measure outcomes of market driving behaviour 
(Barlow Hills & Sarin, 2003:21; Carrillat et al., 
2004:10; Jaworski et al., 2000:53; Schindehutte 
et al., 2008:22). 

In the following section, a conceptual model 
of market driving ability is developed. It has 
been argued that an organisation’s ability to 
become market driving is influenced by, inter 
alia, a firm’s competencies (Schindehutte et 
al., 2008:13). The purpose of the conceptual 
model is to determine which competencies at a 
firm internal level will positively influence 
market driving ability; and to outline the 
relationship between market driving ability and 
firm level outcomes such as competitive 
advantage and firm performance. The 
conceptual model is then transferred into a 
measurement model.  

3 
Conceptual model of market driving 
ability: Antecedents and outcomes 

In the literature, competencies are described  
as building blocks of firm performance, 
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representing bundles of skills and resources. 
To achieve firm performance, competencies 
must have value in the market (Harmsen & 
Jensen, 2004:533,535). Because market 
driving has been described as a firm behaviour 
that creates value by engaging in innovative 
activities (Barlow Hills & Sarin, 2003:15; 
Kumar et al., 2000), firm internal factors have 
to be determined that contribute to achieving 
market driving ability and ultimately a relative 
competitive advantage and firm performance.  

The following figure presents the conceptual 
model of market driving ability and its 
elements, which will be discussed in the 
following paragraphs. The conceptual model is 
influenced by suggestions of contemporary 

market driving research (Barlow Hills & Sarin, 
2003; Carrillat et al., 2004; Harris & Cai, 
2002; Kumar et al., 2000). The integrative 
model by Schindehutte et al. (2008) can be 
considered the most advanced model to assess 
market driving, so it is the primary basis for 
this study. It is understood that certain other 
concepts and strategic orientations investigated 
in contemporary corporate entrepreneurship 
and market orientation research, such as 
external environmental factors (Guth & 
Ginsberg, 1990) or the technology orientation 
(Schindehutte et al., 2008), might have to be 
included in this model. However, the number 
of concepts had to be limited to provide 
empirical evidence for the hypotheses.  

 
Figure 1 

Conceptual model of market driving ability in corporate entrepreneurship 

 
Source: Author’s own compilation 
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The entrepreneurship and marketing literature 
have significant stakes in market driving 
research. Both disciplines outline concepts 
which facilitate an organisation’s market and 
entrepreneurial orientation. Schindehutte et al. 
(2008:13) suggest that antecedents to market 
driving derive from various strategic orientations 
such as a market orientation, an entrepreneurial 
orientation as well as firm specific factors. 
However, Schindehutte et al. (2008) have not 
tested their model empirically. The following 
paragraphs therefore present a review of firm 
internal influencing factors as well as outcomes 
and how they have been used in previous 
research studies.  

The proposed conceptual model suggests 
that four firm internal factors impact the 
market driving ability of organisations, namely 
corporate entrepreneurial management, entre-
preneurial capital, strategic orientation and 
entrepreneurial behaviour. These four dimensions 
are considered to be multidimensional constructs, 
whereby corporate entrepreneurial management, 
strategic orientation and entrepreneurial behaviour 
are considered to be second-order formative 
constructs for which an index will be 
developed. For entrepreneurial capital, a scale 
will be developed that considers the construct 
as second-order reflective. Multidimensional 
constructs are often used in research to assess 
an overall latent variable that cannot be 
observed directly (Diamantopoulos, Riefler & 
Roth, 2008:1205; Edwards, 2001:144; Law, 
Wong & Mobley, 1998:741; Law & Wong, 
1999:144; MacKenzie, Podsakoff & Burke 
Jarvis, 2005:711). It is, however, important to 
clearly define the relationships between the 
construct and its dimensions, as each dimension 
and its observed variables can be specified in a 
reflective or formative way (Diamantopoulos 
et al., 2008:1205-1206). A reflective perspective 
considers the construct to cause the measures, 
whereas a formative perspective considers the 
indicators to cause the latent construct 
(MacKenzie et al., 2005:710). Whichever 
perspective is applied must be assessed by 
considering four aspects of causality, inter-
correlation, error term, antecedents and 
consequences (Bollen & Lennox, 1991:306; 
Burke Jarvis, MacKenzie & Podsakoff, 2003: 
203; Diamantopoulos et al., 2008:1205; Law & 
Wong, 1999:144-145; MacCallum & Browne, 

1993:533; MacKenzie et al., 2005:711,713). 
Several studies (e.g. Burke Jarvis et al., 

2003:208; George, 2011:12-15; Cadogan, 
Souchon & Procter, 2008:1263; Kreiser, 
Marino & Weaver, 2002:85-86) have assessed 
entrepreneurial and market oriented constructs 
and their specification of constructs and 
dimensions in a reflective or formative way. 
Kreiser et al., (2002:86) conclude their 
assessment with the advice that the research 
objective in terms of accuracy versus 
simplicity should be guiding the decision as to 
which view should be applied. If simplicity is 
more important, a combined measurement in 
the form of a reflective specification is 
appropriate. As the field of market driving is 
still in early stages when it comes to the 
empirical measurement of key constructs, this 
research is concerned with the appropriate 
definition and measurement of these constructs. 
Rossiter (2002:306-308) provides a six-stage 
process of scale development. By following 
the outlined steps, the research will come to a 
conclusion as to which perspective should be 
applied. Rossiter’s (2002) scale development 
process was consequently applied in this study.  

A statistical modelling approach is applied 
in this study. The framework considers cause 
and effect relationships between constructs, 
while structural equation modelling (SEM) is 
used to quantitatively assess cause-effect 
relationships between variables of interest 
(Jaccard & Jacoby, 2010:137-138; Pearl, 
2007:135; Shmueli, 2010:289). SEM consists 
of a measurement model that specifies the 
relationships between the latent variables and 
their measures and a structural model that 
specifies the relationships between the latent 
variables (Diamantopoulos et al., 2008:1204). 
The following sections will outline the 
hypotheses for both parts.  

Corporate entrepreneurial management 
As shown previously, in order to achieve 
market driving ability in larger organisations, 
several firm internal hurdles have to be 
addressed (Kumar et al., 2000:136). Schindehutte 
et al. (2008:22) also point out that, although 
there might be several triggers to move into 
new strategic directions, corporate variables 
might hinder a progression.  

Previous research in the field of corporate 
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entrepreneurship outlined the importance of 
organisational factors that have to be in place 
to create an environment that is conducive to 
fostering entrepreneurial behaviour amongst 
associates and to intensifying their commitment 
(Hornsby et al., 2002:261; Kuratko et al., 
1993:30; Zahra, 1991:267). Management support 
has been described by encouraging and 
supporting associates with new ideas in various 
ways. Providing the required resources, such as 
time and money, as well as recognising people 
who develop new ideas, fosters corporate 
entrepreneurship (Hornsby et al., 1993:32; 
Hornsby et al., 2002:259). Antoncic and 
Hisrich (2001:519) found that management 
support significantly and positively influences 
entrepreneurial behaviour in organisations.  

Brown, Davidsson & Wiklund (2001:964) 
also emphasise management’s responsibility to 
be a facilitator in entrepreneurial initiatives. 
Encouraging risk-taking behaviour and 
tolerance for failure as well as providing an 
organisational structure that gives associates 
the flexibility to work outside their formal job 
specifications and structures and using informal 
networks have also been shown to influence 
corporate entrepreneurship (Brown et al., 2001: 
956; Covin & Slevin, 1991:17; Hornsby et al., 
2002:260). Green, Covin & Slevin (2008:369) 
conclude in their study that an organic 
organisational structure with open communi-
cation channels and loose and informal control 
mechanisms strengthens a firm’s ability to 
respond to opportunities.  

Reviewing the literature on market orien-
tation provides a very similar view when it 
comes to the organisational prerequisites. 
Jaworski and Kohli (1993:63) found that top 
management’s continuous emphasis on tracking 
market developments influences the market 
orientation behaviour of associates. Furthermore, 
if management is less inclined to take risks, the 
organisation’s ability to respond to customer 
preferences is diminished. Kirca et al. (2005: 
29) concur with these views, finding in a meta-
analysis that top management emphasis is an 
important antecedent of market orientation. 
Support for the importance of management 
involvement in corporate entrepreneurship is 
also provided by Atuahene-Gima and Ko 
(2001:61, 68). 

Regarding an organisational structure that is 

conducive to market orientation behaviour, 
Jaworski and Kohli (1993:63) found that 
centralisation of decision-making, hence not 
giving associates the authority to act 
autonomously within set boundaries, is a 
barrier to market orientation. On the other 
hand, open communication channels and 
connectedness among departments increases a 
market orientation. Kirca et al. (2005:29) as 
well as Matsuno, Mentzer & Özsomer 
(2002:25) could not find that centralisation is 
negatively related to market orientation. 
However, departmentalisation, in form of sheer 
number of departments in an organisation, did 
have a significant negative impact on market 
orientation (Matsuno et al., 2002:25). 

The literature review suggests that 
management is a key driver in an 
organisation’s endeavour to increase its market 
driving ability. Support for this hypothesis is 
found in the study by Kumar et al. 
(2000:135,136), who state that market driving 
requires the organisation’s leaders to be open 
to taking risks, considering that the process of 
generating new ideas entails a certain degree of 
serendipity.  

If management in general provides support 
for entrepreneurial activities, encourages risk-
taking and aligns the organisational structure 
to facilitate entrepreneurship, it will be tested 
with the following alternative hypotheses. 

HA4: Corporate entrepreneurial management 
can be measured by risk-taking activities; 

HA5: Corporate entrepreneurial management 
can be measured by management support; 

HA6: Corporate entrepreneurial management 
can be measured by organisational structure; 

Whether corporate entrepreneurial manage-
ment will positively influence an organisation’s 
market driving ability will be tested by the 
following alternative hypothesis in the structural 
model. 

HA16: Corporate entrepreneurial management 
positively influences market driving ability. 

Risk-taking was measured by the two items 
developed by Miller and Friesen (1982), which 
have been used in numerous previous studies 
(Kreiser et al., 2002; Miles & Arnold, 1991; 
Morris & Sexton, 1996; Smart & Conant, 
1994). Management support consisted of four 
items which were derived from Hornsby et al. 
(2002). Organisational structure also consisted 
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of four items, adapted from Hornsby et al. 
(2002) and from Khandwalla’s study (1977). 

Entrepreneurial capital 
The literature on market driving consistently 
states that organisations need to have certain 
superior competencies to be able to shape, 
change or create the market (Carrillat et al., 
2004:1527; Barlow Hills & Sarin, 2001:219; 
Schindehutte et al., 2008:11,12).  

Considering internal capabilities as a 
prerequisite for achieving competitive advantage 
is also investigated under the resource-based 
view of organisations (Barney, 1991:100). The 
resource-advantage theory suggests that, by 
managing existing resources in the form of 
entrepreneurial skills and capabilities, or 
obtaining new resources, firms can achieve a 
competitive advantage (Hunt & Morgan, 1996: 
109).  

Tangible and intangible resources have  
been considered in previous research and are 
considered to influence an organisation’s per-
formance and competitive advantage (Miller & 
Friesen, 1982:4, Schindehutte et al., 2008:11). 
Tangible resources include buildings and 
financial capital. Intangible resources refer to 
human and social capital (Hitt et al., 2001:13; 
Hitt & Ireland, 2002:3). It has been argued that 
intangible resources are difficult to imitate  
and hence provide a source of competitive 
advantage (Hitt et al., 2001:13; Hitt & Ireland, 
2002:4; Rauch, Frese & Utsch, 2005:683).  

Human capital, which includes attributes 
such as education, experience and skills, is 
considered to be a critical factor in achieving 
firm success (Hitt et al., 2001:14; Hitt & 
Ireland, 2002:4; Rauch et al., 2005:682). 
Individuals’ social capital can be described as 
their ability to obtain necessary resources, such 
as information, and receive increased trust and 
cooperation from others (Baron & Markman, 
2000:107; De Carolis, Litzki & Eddleston, 
2009:529). 

In a meta-analysis, Unger, Rauch, Frese and 
Rosenbusch (2011) found that human capital 
positively influences a firm’s success and 
hence its financial capital. A similar relation-
ship is reported by Brush, Greene & Hart 
(2001:71), who found that human capital can 
be used to leverage social contacts who can 
help to secure cooperation and financial capital. 

In the literature presented above, the 
importance of various resources to achieve 
market driving is evident. The outlined 
interdependence of the three facets, financial, 
social and human capital, makes it necessary to 
apply a reflective specification of the construct. 
Therefore the following alternative hypotheses 
derive:  

HA7: Entrepreneurial capital is reflected in 
financial capital; 

HA8: Entrepreneurial capital is reflected in 
human capital; 

HA9: Entrepreneurial capital is reflected in 
social capital. 

In the structural model it is hypothesised 
that: 

HA17: Entrepreneurial capital positively 
influences market driving ability. 

Financial capital was measured by three 
items. The items were self-constructed; ideas 
were taken from Miller and Friesen (1982) and 
Khandwalla (1977). Human capital included 
three items which were self-constructed; ideas 
were taken from Unger et al. (2011) and Rauch 
et al. (2005). Social capital also considered 
three items which were self-constructed; ideas 
for the item development were taken from 
Baron and Markman (2000).  

Strategic orientation 
In general a business strategy describes how a 
firm decides to compete in an industry and 
how certain performance outcomes will be 
achieved. The strategic orientation of a firm 
relates to the way in which a firm tries to 
achieve these outcomes (Morgan & Strong, 
2003:164-165). 

Kumar et al. (2000:130) point out that 
market driving firms create a leap in customer 
value based on radical innovation, by intro-
ducing a new technology or value proposition. 
Schindehutte et al. (2008:21) concur with the 
view that innovation is a central part for 
becoming market driving and achieving 
competitive advantage. 

In entrepreneurship research the concept of 
innovation is often researched together with 
the concepts of proactiveness and risk-taking, 
building a unidimensional construct of entre-
preneurship (Miller, 1983:779; Rauch et al., 
2009:2-3). However, Lumpkin and Dess 
(1996:150) suggest that the dimensions of the 
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entrepreneurship construct are distinct and can 
vary independently of each other. Moreover, 
Chadwick, Barnett & Dwyer (2008:77) find 
support that innovation is a distinct factor that 
can be modelled individually.  

Besides the discussion around the dimen-
sionality of the entrepreneurship construct, 
researchers have also investigated the intensity 
of entrepreneurship, characterised by the 
degree and the amount of entrepreneurship 
needed to impact performance (Morris & 
Sexton, 1996:5,10). It was found that the 
degree of entrepreneurial events, such as 
developing new products and services, has a 
higher weighting than the amount or the 
frequency of new developments (Morris & 
Sexton, 1996:7). Dess et al. (1999:97) provide 
a similar view and argue that entrepreneurship 
must be considered from a temporal perspective, 
meaning that an organisation can demonstrate 
different levels of the entrepreneurial dimension 
depending on the situation the business finds 
itself in.  

In line with the arguments presented above, 
the concept of innovation intensity, which 
considers a firm’s general predisposition towards 
innovation in terms of the number and 
significance of innovations, is considered as an 
element of the strategic dimension. 

According to Schindehutte et al. (2008:17), 
organisations cannot constantly be market 
driving, but there should be transition into 
phases of market driven patterns, whereby they 
respond to customer or market needs and 
improve existing offerings. However, at a 
stage when there is increased competition, 
market driving firms re-start the innovation 
process to maintain their competitive advantage. 
This view is also reflected by other researchers 
(Harris & Cai, 2002:184; Jaworski et al., 
2000:47) who find that a market driven 
approach is necessary for a market driving 
organisation.  

A market driven approach refers to an 
organisation’s reaction to expressed customer 
needs. In the market driven business 
orientation, the customer is at the centre of all 
activities, which influences the way in which 
the organisation approaches its customers, 
employees and competitors (Day, 1998:8-10; 
Narver et al., 2004:336; Slater & Narver, 
1998:1001-1003; Tuominen, Rajala & Möller, 

2004:208). Previous researchers have described 
market driven approaches interchangeably 
with a market orientation of the organisation 
(Jaworski et al., 2000:45,47). 

Research conducted by Kohli and Jaworski 
(1990), Jaworski and Kohli (1993), Kohli et al. 
(1993) and Narver and Slater (1990) form the 
basis of the market orientation construct. Kohli 
and Jaworski (1990:1-3; 1993:468) conceptualise 
market orientation as consisting of organisation- 
wide information generation, dissemination and 
responsiveness to information. Information 
generation refers to monitoring and collecting 
information about the external environment, 
customers and competitors. Information dis-
semination represents the communication process 
that has to take place to distribute the informa-
tion among relevant departments in the organi-
sation. The third dimension, responsiveness to 
the information, represents the actions that 
have to be taken (Diamantopoulos & Hart, 
1993:96).  

Narver and Slater (1990:21) conceptualise 
market orientation as having three behavioural 
dimensions: customer orientation, competitor 
orientation and interfunctional coordination. 

It has been argued that the components of a 
‘customer’ and ‘competitor orientation’ can be 
considered to reflect the element of ‘information 
generation’ (Diamantopolous & Hart, 1993: 
96). Market orientation as conceptualised by 
Jaworski and Kohli (1993:54) explicitly includes 
a broader definition, not limiting the focus to 
customers but referring to the entire market 
including competitors, technology and regulations. 

Mixed findings in literature are cited for the 
concepts of ‘information dissemination’ and 
‘interfunctional coordination’. Diamantopoulos 
and Hart (1993:96) suggest that these two 
dimensions also represent the same element. 
Narver and Slater’s (1990:22) conceptualisation 
of interfunctional coordination refers to the 
alignment of functional areas, creating depend-
encies between departments and sharing of 
company resources. However, Jaworski and 
Kohli’s (1993:97) concept of ‘information 
dissemination’ refers to an effort different 
departments should make to distribute 
information either horizontally or vertically in 
the organisation or via informal or formal 
channels. The distinction between the two 
concepts is also supported by Kahn (2001: 
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316,319), who found in his research that 
interdepartmental communication for exchanging 
information is important. However, active 
collaboration is more important for achieving 
performance outcomes. Hence, it is hypothesised 
that the two concepts ‘interfunctional 
coordination’ and ‘information dissemination’ 
are distinct and should both be considered in 
the strategic orientation construct. Even more 
so, Carrillat et al. (2004:7) emphasise the 
importance of inter-functional coordination in 
the process of the organisational change 
required to achieve market driving.  

Based on the discussion, elements of 
information generation, information dissemination, 
interfunctional coordination and innovation 
intensity will be considered. The following 
alternative hypotheses derive: 

HA10: Strategic orientation can be measured 
by information generation. 

HA11: Strategic orientation can be measured 
by information dissemination. 

HA12: Strategic orientation can be measured 
by interfunctional coordination. 

HA13: Strategic orientation can be measured 
by innovation intensity. 

The hypothesis for the structural model is: 
HA18: Strategic orientation positively 

influences market driving ability. 
Information generation and information 

dissemination were measured by four items 
each, which were taken from the scale 
developed by Jaworski and Kohli (1993). 
Interfunctional coordination consisted of four 
items derived from the scale developed by 
Narver and Slater (1990). Innovation intensity 
consisted of three items which were adapted 
from Miller and Friesen (1982). 

Entrepreneurial behaviour 
The last construct on the side of the 
antecedents of market-driving ability refers to 
the actions organisations have to take. It has 
been argued that proactiveness (Morris, 
1998:41) and responsiveness to information 
(Kohli & Jaworski, 1990:97) both describe an 
action orientation of the organisation. 
However, their perspective on the action that 
should be taken is different and therefore they 
both make unique contributions to the 
construct of entrepreneurial behaviour. 

Proactiveness has been associated with a 

forward-looking perspective. Miller and Friesen 
(1978:923 in Lumpkin & Dess, 1996:146) 
consider proactiveness as an action that has to 
shape the environment by implementing new 
products, services and technologies. Lumpkin 
and Dess (1996:146) argue that proactiveness 
has also been used to describe fast-moving 
behaviour on the part of the firm, referring to 
being the quickest to innovate and the first to 
market. Morris (1998:41) describes proactiveness 
in a similar way, as an action orientation, 
referring to Miller’s (1987) conception of 
proactiveness. Miller (1987:10) noted that 
proactive firms act rather than react to their 
environments. Morris (1998:41) states that 
proactiveness is concerned with the 
implementation of the entrepreneurial concept. 
Venkatraman (1989:949 in Lumpkin & Dess, 
1996:146) and Morris (1998:41) also describe 
proactiveness as seeking for new opportunities 
that may or may not relate to the present line 
of products and services. A proactive firm is 
therefore considered to be an initiator rather 
than a follower of developments. 

Responsiveness to market information 
refers to behaviour that should also be 
practised by all departments. The response an 
organisation makes considers the information 
that has been obtained about the market and 
the needs expressed. It can take several forms, 
such as selecting target markets and designing 
and promoting new products or services (Kohli 
& Jaworski, 1990:6; Kohli et al., 1993:468). It 
is important that market driving organisations 
develop both sets of skills and know in which 
situations to apply them (Barlow Hills & Sarin, 
2003:21; Schindehutte et al., 2008:17). 

The alternative hypotheses derived are: 
HA14: Entrepreneurial behaviour can be 

measured by proactiveness. 
HA15: Entrepreneurial behaviour can be 

measured by responsiveness to information. 
In the structural model it is hypothesised 

that: 
HA19: Entrepreneurial behaviour positively 

influences market driving ability. 
Proactiveness was measured by three items 

which were adapted from Lumpkin and Dess 
(2001). The three items used to measure 
responsiveness to information were adapted 
from Jaworski and Kohli (1993) and Kohli et 
al. (1993).  
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Firm performance and relative 
competitive strength 
The market driving literature consistently 
describes firm performance and competitive 
advantage to be the outcomes of market 
driving ability (Carrillat et al., 2004; Kumar et 
al., 2000; Schindehutte et al., 2008).  

In previous entrepreneurship and market 
orientation research, firm performance was 
assessed by using financial or non-financial 
measures (Grinstein, 2008:123; Jaworski & 
Kohli, 1993:60; Lumpkin & Dess, 1996:153-
155). Moorman and Rust (1999:187) state that 
most managers are unwilling to disclose 
objective financial data. Hence, more subjective 
measures, such as managers’ perceptions, are 
used to assess business performance and are 
considered to be a reliable indicator, as 
objective and subjective assessments are 
strongly correlated. 

A comparison of studies that use objective 
and subjective performance measures shows 
that these measures are strongly correlated, 
which demonstrates convergent validity (Dawes, 
1999; Dess & Robinson, 1984; Moorman & 
Rust, 1999). Wall et al. (2004:101, 104-111) 
analysed the validity of subjective measures and 
included objective and subjective measures. 
Their study showed convergent and 
discriminant validity (Wall et al., 2004:101, 
104, 111). Considering the results of these 
studies, subjective measures of financial firm 
performance provide a reliable measure if 
objective data cannot be obtained. 

To achieve competitive advantage it is 
necessary to have the required resources, but at 
the same time to have strategies for trans-
forming these resources into capabilities 
(Chandler & Hanks, 1994:335). The conceptual 
model of market driving ability suggests that, 
an organisation’s market driving ability 
directly influences a firm’s performance and 
competitive advantage. Market driving ability 
itself will be positively influenced if the 
organisation can bring its different resources 
and strategic orientations together. 

Burke (1984:347) developed a measure for 
relative competitive strength which compared 
a business unit’s position within the market 
with that of major competitors. 

Relative competitive strength was measured 
by multiple items: product changes, price 

changes, service improvements, technological 
innovation and marketing methods. Reliability 
was assessed by Cronbach’s alpha, which was 
completely satisfactory (alpha = 0.94). Discriminant 
validity between relative competitive strength 
and other constructs was established (Burke, 
1984:351-353). 

Augusto and Coelho (2009:96-98,101) state 
that competitive strength captures aspects of 
how well a firm can anticipate and shape the 
market in which it operates. Competitive 
strength was measured by five items relating to 
those of the competition: the organisation’s 
prices, quality of products, capacity to 
compete, diversity of product and its tendency 
to be ahead of competitors. The items were 
derived from Burke (1984). Composite reliability, 
which can be compared to Cronbach’s alpha, 
was acceptable, with a value of 0.81, which 
exceeds the reference value of 0.7. Convergent 
and discriminant validity were established 
(Augusto & Coelho, 2009:100).  

The market-related and firm-related items 
considered in different studies provide a good 
measure of the construct of competitive 
advantage, as has been demonstrated by the 
acceptable reliability and validity measures 
(Augusto & Coelho, 2009; Burke, 1984; 
Chandler & Hanks, 1994; Zhou, Brown & 
Dev, 2009). 

Firm performance is measured with three 
self-constructed items and captured respondents’ 
perceptions of firm performance. Relative 
competitive advantage was measured with five 
self-constructed items adapted from Burke 
(1984). 

In the structural model, the alternative 
hypotheses are: 

HA20: Market driving ability positively 
influences firm performance. 

HA21: Market driving ability positively 
influences relative competitive strength. 

4 
Methodology 

4.1. Sample and sampling method 
The study used a non-probability sample using 
purposive sampling and snowball sampling. 
From an initial list of contact details of persons 
obtained from a third party, relevant industries 
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and management level were identified. 
Additionally, screening criteria of minimum 
turnover and minimum number of employees 
were introduced to ensure that the firms 
included represented medium to large-sized 
enterprises in South Africa. In a second step, a 
snowball sampling technique was applied. 
Persons captured in the database were 
contacted telephonically and asked to refer 
other colleagues from their organisation or 
industry. The reason for choosing a non-
probability sampling technique was that 
respondents in management positions are 
difficult to identify and contact. In total, 6015 
telephonic contacts were made, of which 602 
contacts did not meet the screening criteria. Of 
the remaining 5413 contacts, 962 appointments 
for telephonic interviews were made, which 
resulted in 328 realised interviews. The reason 
for the low number of realised interviews was 
related to busy work schedules which 
prevented respondents from participating. The 
calculated response rate was 34.1 per cent. 
Consequently non-response error was tested 
using a comparison between respondents who 
answered in the early stages of the data 
collection with those of respondents who 
participated at later stages (Armstrong & 
Overton, 1977:397; Dooley & Lindner, 2003: 
102-103). The hypothesis H0 was tested using 
SPSS V.9.0 (2004): There is no difference 
between answers by early versus late respondents 
with regard to the individual items. The 
hypothesis was tested using Wilks’ lambda 
(Guthrie, Spell & Ochoki Nyamori, 2002:190). 
The analysis showed no difference between 
early versus late respondents (Wilks’ lambda = 
0.646, p>0.10). 

Research instrument and data collection 
A statistical modelling approach was followed. 
The structural model of market driving ability 
as well as the measurement models for  
the latent constructs and their dimensions  
have been discussed. The indicators (items) 
used were derived from validated measuring 
instruments previously used in research 
studies. Furthermore, several self-constructed 
items, which are based on secondary resources, 
have been used. Annexure A provides a list of 
the dimensions and indicators used. In total, 73 
items relating to the defined measurement 

models were asked, using a 5-point Likert-type 
scale. Respondents were asked to indicate the 
extent of their agreement with each statement, 
ranging from 1=strongly disagree to 5 = 
strongly agree. The items were then used to 
empirically test the hypotheses outlined in the 
conceptual model of market driving ability.  

Descriptive analysis 
The majority of respondents, 69.5 per cent 
(n=228), worked for a pharmaceutical manu-
facturer, 19.2 per cent (n=63) were in the 
medical device business and 9.2 per cent 
(n=30) worked for pharmaceutical wholesalers 
or distributors. Open medical schemes were 
hardly represented in the sample, with 2.1 per 
cent (n=7), which can be attributed to the fact 
that the total number of medical schemes is 
low and is also constantly decreasing.  

20.1 per cent (n=66) respondents were in 
top management positions in their respective 
organisations, which included positions like 
Chief Executive Officer, Chief Financial 
Officer, Chief Operating Officer or Head of 
Business Unit. The majority of respondents, 
53.1 per cent (n=174), were in middle manage-
ment positions, which included positions such 
as Senior Director or Group Leader. Junior 
management positions included Brand, Financial 
or Communications Manager and accounted 
for 26.8 per cent (n=88) of all respondents.  

As far as gender was concerned, the sample 
was almost equally distributed between male 
55.5 per cent (n=182) and female 44.5 per cent 
(n=146) respondents. 60 per cent (n=196) of 
respondents had more than nine years’ 
experience in the healthcare environment. This 
gives confidence in the further analysis and 
demonstrates that respondents know their 
working environment well. 

Reliability and validity of the measuring 
instrument 
Reliability and validity were assessed as part 
of the overall statistical model which used 
partial least squares path modelling (PLS-PM). 
As the construct of both market driving and the 
antecedents and consequences of market 
driving ability have not been assessed 
empirically before, the exploratory rather than 
the predictive aspect of this study moves to the 
fore. Moreover, theory around market driving 
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is not well established and therefore empirical 
data rather than the theory should receive more 
weight in the analysis. This study used 
SmartPLS (Ringle, Wende & Will, 2005) to 
conduct the required analysis.  

The reliability of the reflective concepts was 
assessed by composite reliability and outer 
standardised loadings. The outer standardised 
loadings determine the correlation between the 
indicator and the latent variable that it is 
supposed to measure, which should be higher 
than 0.7 (Henseler, Ringle & Sinkovics, 
2009:299). However, Chin (1998:325) notes 
that outer loadings with 0.5 and 0.6 can also be 
considered if research development is in its 
early stages. Therefore a cut-off criterion of 
0.5 was considered. The loadings of the 
reflective first-order constructs showed that 10 
items out of 62 measurement items had to be 
removed, as they did not meet the cut-off 
criterion of 0.5. Although proactiveness showed 
low loadings for two out of three indicators, 
one indicator with low loadings was retained, 
since latent variables with only one indicator 
cannot determine measurement error (Fornell, 
1983:445). The table with original indicator 
loadings can be obtained from the authors 
upon request. 

Validity of reflective concepts and 
constructs was determined by convergent 
validity in the form of the average variance 
extracted (AVE) and discriminant validity in 
the form of the cross-loadings. The following 
table provides the AVE values, showing low 
values for human capital (0.4781) and 
entrepreneurial capital (0.2666). Examining 
the cross-loadings matrix showed that no 
cross-loadings were identified, which indicates 
discriminant validity of the reflective concepts 
(Henseler et al., 2009:300).  

Content validity and indicator specification 
are used to assess the validity of formative 
constructs (Diamantopoulos & Winkelhofer, 
2001:271). Both indicators can be considered 
good, as the research instrument was discussed 
in depth with four industry experts, who 
confirmed that the necessary constructs had 
been captured and instructions, content, wording 
and timing were sound. Multicollinearity was 
determined by the variance inflation factor 
(VIF) with values higher than 10 indicating 
collinearity (Henseler et al., 2009:302). VIF 

was assessed for the formative constructs and 
values below 2.9 were achieved for all 
constructs, which suggests that multicol-
linearity is not a problem in this study. 

External validity assessment followed the 
suggestions outlined by Diamantopolous and 
Winkelhofer (2001:272). Correlation analysis 
between the formative constructs and a global 
item, summarising the main aspects of the 
construct, showed significant correlations for 
all formative constructs. Nomological validity 
was established by relating each construct to 
the outcomes parameters of the model, firm 
performance and relative competitive strength. 
The results show that all formative constructs 
are significantly related to the two outcomes 
parameters, which demonstrates nomological 
validity. 

5 
Results 

To analyse the measurement and structural 
models SmartPLS (Ringle et al., 2005) was 
used. The following standard settings of the 
programme were applied: means=0 and 
variance=1. This missing value algorithm was 
set to mean replacement.  

In order to account for variance in the 
measurement model and the structural model, 
the following procedures were applied. In the 
measurement model disturbance terms of 
second-order formative constructs were set to 
zero, since PLS assumes that the latent 
variable is a linear function of its predictor and 
that there are no linear relationships between 
the predictors and the residual (Chin & 
Newsted, 1999:322; Diamantopoulos et al., 
2008:1215). Measurement error is accounted 
for in reflective first-order indicators. Squared 
loadings give an indication of how much 
variance of the observed variable is related to 
the component. Hence calculating one minus 
the squared loading gives the amount of 
variance due to measurement error (Falk & 
Miller, 1992:64; Götz, Liehr-Gobbers & 
Krafft, 2010:694). In the structural model the 
variance unaccounted for by the exogenous 
latent variable is measured by calculating one 
minus R2 (Falk & Miller, 1992:72). 

To test for significance, the bootstrapping 
technique was applied with resamples of 
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n = 500, which follows Henseler and Chin’s 
(2010:95) approach for resampling a parameter 
using a single sample. Two-tailed tests were 
performed for the loadings of the reflective 
constructs and path coefficients in the 
measurement model. One-tailed tests were 
performed for the path coefficients in the 
structural model, since a positive influence had 
been hypothesised.  

Measurement model of market driving  
After all indicators with low loadings had been 
removed, the market driving measurement 
model was calculated, resulting in satisfactory 
convergent validity with AVE values higher 
than 0.5 (Henseler et al., 2009:299). Annexure 
B provides a consolidated overview of all 
constructs, AVE values and composite reliability. 
Composite reliability for the three first-order 
reflective concepts, alliance formation (0.8350), 
market sensing (0.8608) and customer prefer-
ences (0.8345) was acceptable, which means 
that the indicators measured the latent variable 
well (Henseler et al., 2009:299). 

The next step in data analysis deals with the 
level and significance of path coefficients 
(Hair, Ringle & Sarstedt, 2011:147). The path 
coefficients determine the contribution each 
concept makes to form the index and represent 
indicator relevance of the formative concepts 
(Götz et al., 2010:698; Henseler et al., 2009: 
301). Path values can range from -1 to 1, 
whereby values of one indicate a perfect 
positive correlation which would indicate that 
the same concept is measured twice (Lehner & 
Haas, 2010:82). Lohmöller (1989:60) restricts 
the path model and considers paths from 0.1 as 
significant. However, Falk and Miller (1992: 
77) argue that, given the theoretical formulation 
of the model, all paths should be reported and 
their contribution towards the overall model 
should be presented. This study reports all 
paths, their magnitude and significance.  

The path coefficients for alliance formation 
(0.259), market sensing (0.552) and influencing 
customer preferences (0.413) were all positive 
and significant and hence they contribute to the 
explanation of market driving, with market 
sensing and influencing customer preferences 
contributing to a higher than alliance formation. 
Therefore hypothesis H01 to H03 can be 
rejected.  

Measurement model for corporate 
entrepreneurial management 
Corporate entrepreneurial management (CE) is 
a second-order formative, first-order reflective 
construct which was measured by risk-taking 
(RISK), management support (MGT) and 
organisational structure (STRU). Risk-taking 
(RISK) consisted of two variables that showed 
satisfactory loadings (0.9282 and 0.7575). 
Management support (MGT) was designed as 
a concept including four variables that also 
showed satisfactory loadings (0.8134, 0.8723, 
0.8725, 0.8955). Organisational structure (STRU) 
considered four variables, two of which 
showed low loadings (0.1536; -0.3989). These 
two variables were therefore removed from 
further analysis.  

After recalculating the measurement model 
with the retained variables, AVE was at a 
satisfactory level with values above 0.73. 
Composite reliability was very satisfactory 
with values at 0.844 and higher. 

The path coefficients for risk-taking (-
0.441) and organisational structure (0.588) 
explained corporate entrepreneurial management 
well and were significant at the 0.01 level and 
0.05 level respectively. The path for manage-
ment support was lower (0.327) and not 
significant. As corporate entrepreneurial manage- 
ment was measured as a formative construct, 
the concepts could have either a positive or a 
negative relationship with the construct 
(Diamantopoulos et al., 2008:1205). Therefore 
hypotheses H04 and H06 can be rejected. 
However, H05 cannot be rejected.  

Entrepreneurial capital 
Entrepreneurial capital (CA) was designed as a 
second-order reflective, first-order reflective 
construct. The first-order concepts were 
financial capital (FIN), human capital (HUM) 
and social capital (SOC).  

Financial capital consisted of three measure-
ment items. Owing to low loadings of one item 
(-0.3941) it was removed from further 
analysis. Human capital and social capital were 
measured using three variables each. All 
variables could be retained for further analysis, 
since the loadings were acceptable (>0.60). 

The measurement model was recalculated 
with the retained variables. (AVE) for the 
financial capital (0.7144) and the social capital 
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(0.5334) concept was higher than 0.5. Human 
capital (0.4781) and the overall construct 
entrepreneurial capital (0.2666) showed lower 
levels of AVE, which indicated a lack of 
convergent validity (Hair et al., 2011:146). 
Composite reliability for all reflective concepts: 
financial capital (0.833), human capital (0.7321), 
and social capital (0.7730), and the overall 
construct entrepreneurial capital (0.7404) were 
acceptable, which indicated that the variables 
adequately represented the latent variable.  

Considering the path coefficients that reflect 
the latent variable, it can be noted that all paths 
were significant at the 0.01 level. Financial 
capital (0.604), human capital (0.706) and 
social capital (0.757) were all well reflected by 
their latent variable. Therefore H07 to H09 can 
be rejected.  

Measurement model for strategic 
orientation 
Strategic orientation (SO) was designed as a 
second-order formative, first-order reflective 
construct. The reflective concepts included 
information generation (GEN), information 
dissemination (DIS), interfunctional coordination 
(COO) and innovation intensity (INN). 

Information generation (GEN) was designed 
with four items. However, one item had to be 
deleted owing to low outer loading (0.1428). 
Information dissemination (DIS) consisted of 
four items, one of which also had to be 
removed owing to low outer loading (0.1895). 

Interfunctional coordination (COO) included 
four items, all of which showed high loadings 
(>0.69). Innovation intensity (INN) was based 
on three items, one of which had to be 
removed owing to low loading (-0.1256).  

After recalculation, AVE values were satis-
factory, with values between 0.5878 and 0.7922. 
Composite reliability was very satisfactory, 
with values of 0.8100 and higher. The path 
coefficients for information generation, infor-
mation dissemination and innovation intensity 
were positive and significant. Interfunctional 
coordination showed a positive but non-
significant path. Although interfunctional 
coordination was not significant, it was 
retained for further analysis, since the removal 
of a concept in formative measurement could 
alter the nature of the overall construct 
(Diamantopoulos et al., 2008:1205). 

The highest contribution to the explanation 
of strategic orientation was made by infor-
mation dissemination (0.426), followed by 
information generation (0.327) and innovation 
intensity (0.251). The lowest contribution was 
made by interfunctional coordination (0.229). 
Therefore H010, H011, H013 can be rejected. 
However, H012 cannot be rejected. 

Measurement model for entrepreneurial 
behaviour 
Entrepreneurial behaviour (BE) is a second-
order formative, first-order reflective construct 
consisting of proactiveness (PRO) and respon-
siveness to information (RESP). 

Proactiveness (PRO) consisted of three items. 
One item showed low loading (0.0081) and 
one item demonstrated a negative loading (-
0.3959). In order to obtain internally consistent 
scales, it would be necessary to remove both 
items from the scale (Spector, 1992:29). The 
negative sign of the variable was also reflected 
in the concept’s composite reliability, which 
was very low (0.0806). However, since a latent 
variable that is constituted by only one variable 
cannot account for measurement error (Fornell, 
1983:445), the indicator with the negative 
loading was retained for further analysis, since 
it showed the higher loading of the two 
variables. 

Responsiveness to information (RESP) was 
measured with three variables which all showed 
acceptable outer loadings (>0.60). After recalcu- 
lation, AVE values were satisfactory, composite 
reliability was acceptable for responsiveness to 
information. However pro-activeness could not 
be shown to be a unidimensional concept.  

The path coefficients for the two concepts 
were significant at the 0.01 level. The highest 
contribution to the explanation of entre-
preneurial behaviour was made by proactiveness 
(0.595), followed by responsiveness to infor-
mation (0.557). Therefore H014 and H015 can 
be rejected.  

Measurement model for firm 
performance and relative competitive 
strength 
The measurement model for firm performance 
(PERF) and relative competitive strength 
(COMP) was established as a part of the 
structural model. 
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Firm performance (PERF) was originally 
measured with three variables. However, one 
item showed low loading (0.4629) and was 
deleted. 

Relative competitive advantage (COMP) 
was measured with five variables. All variables 
showed high loadings (>0.7479) and were 
therefore retained for further analysis. 

After recalculation AVE showed a 
satisfactory level for both reflective concepts 
with values of 0.7687 for firm performance 
and 0.6349 for relative competitive strength. 
Composite reliability was very satisfactory, 
with values of 0.8690 for firm performance 
and 0.8966 for relative competitive strength. 

The path coefficients for firm performance 
and relative competitive strength were analysed 
in the structural model, as they were considered 
as endogenous concepts in the model. 

Structural model 
Once the measurement models had been 
analysed, the structural model that considered 
the relationships between latent variables could 
be considered. 

It was hypothesised that direct positive 
relationships exist (H16-H19) between the 
exogenous variables and market driving ability. 
Furthermore, market driving ability was 
hypothesised to positively influence firm 
performance and relative competitive strength 
(H20-H21). 

The two primary evaluation criteria for the 
structural model are the coefficient of 
determination (R2) and the magnitude, sign and 
significance of the path coefficients (Hair et 
al., 2011:147). R2 for the endogenous latent 
variable market driving ability was 0.612, 
which indicated almost substantial explanatory 
power according to the values described by 
Chin (1998:328).  

All path coefficients showed significant 
results under a one-tailed test via boot-
strapping. Strategic orientation (SO) and 
entrepreneurial behaviour (BE) positively 
influence market driving ability substantially, 
while entrepreneurial capital (CA) has a 
weaker influence. Therefore H017 to H019 can 
be rejected. Corporate entrepreneurial manage-
ment (CE) has a slightly negative impact on 
market driving ability and H016 cannot thus be 
rejected.  

Although the contribution of entrepreneurial 
capital (CA) and corporate entrepreneurial 
management (CE) was not high but was 
significant, both constructs were retained for 
the structural analysis, for two reasons. First, 
the constructs present distinct causes of market 
driving ability, and deleting a construct 
because of its negative or low impact would 
potentially alter its nature (Bollen & Lennox, 
1991:308; Diamantopoulos et al., 2008:1205). 
Second, as indicated by Chin (1995:4), PLS 
tends to overestimate loadings and under-
estimate the structural paths. Hence, the 
structural paths might be even higher if the 
number of indicators and sample size increased 
indefinitely.  

The path coefficients for market driving 
ability towards firm performance (0.293) and 
for relative competitive strength (0.314) are 
positive and significant, which leads to the 
rejection of H020 and H021. Market driving 
ability positively influences the two specified 
outcomes parameters.  

Figure 2 summarises the path coefficients 
and R2 for the direct effects model. 

A further evaluation criterion for structural 
models is the effect size (f2), which determines 
the impact of the exogenous latent variable on 
the endogenous latent variable (Henseler et al., 
2009:303). According to Henseler and Chin 
(2010:105), values of 0.02 indicate a small 
effect size. Values of 0.15 indicate a medium 
effect size and values of 0.35 indicate a large 
effect size. 

Effect size for strategic orientation was the 
largest, at 0.358, followed by a medium effect 
size for entrepreneurial behaviour (0.115) and 
a small effect size for entrepreneurial capital 
(0.037). The lowest impact on the structural 
model was made by corporate entrepreneurial 
management (0.007). Considering these results 
it can be deduced that organisations that want 
to increase their market driving ability should 
start analysing their strategic orientation, 
followed by entrepreneurial behaviour, as 
these two constructs demonstrate the highest 
impact. 

To measure the predictive quality of the 
model, the Stone-Geisser’s Q2 can be applied 
(Hair et al., 2011:147). As Q2 can be applied 
only to endogenous reflective construct’s 
predictive quality for firm performance and 
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relative competitive strength can be assessed. 
Predictive quality for firm performance  
was 0.0641 and for relative competitive 
strength 0.0623. As both values were larger 
than zero, it can be deduced that market 
driving ability exhibits predictive relevance on 

firm performance and relative competitive 
strength (Hair et al., 2011:147). Q2 measures of 
0.02 indicate small predictive relevance; 
values at 0.15 indicate medium relevance and 
values at 0.35 show significant predictive 
relevance (Henseler et al., 2009:305). 

 
Figure 2 

Direct effects model 

Source: Authors’ own compilation 
 

6 
Discussion 

The literature discussing market driving argued 
that certain activities, such as market sensing, 
shaping customer preferences and alliance 
formation characterise the construct (Barlow 
Hills & Sarin, 2001, 2003; Ghauri, Tarnovskaya 
& Elg, 2008; Harris & Cai, 2002; Jaworski et 
al., 2000). The results of this study have 
provided support for these claims.  

Market sensing has been described as an 
important activity for market driving firms to 
learn about opportunities and how the market 
reacts to strategic moves (Harris & Cai, 2002: 
185). The results of this study showed that 
market sensing activities contribute positively 
to the market driving construct.  

Influencing and educating customers about 
new products and hence trying to change 
behaviour has been found to be another impor-
tant aspect of market driving in the literature 

(Barlow Hills & Sarin, 2003; Harris & Cai, 
2002; Jaworski et al., 2000; Kumar et al., 2000). 
The study also found support for a positive 
contribution of influencing customer preferences 
in forming the market driving construct. 

The last concept considered in the 
measurement of market driving was alliance 
formation. Ghauri et al. (2008) argue that 
strong relationships with various stakeholders, 
such as suppliers, retailers or government 
authorities, are characteristic of market driving 
firms. The study could support these claims, as 
alliance formation was shown to positively 
influence market driving. 

Overall, the study showed that market driving 
can be measured by market sensing, influencing 
customer preferences and alliance formation. 
Although the measures of market driving 
represent only a selection of activities, the results 
provide a reliable basis for future research on 
the measurement of market driving. 

M-D
ability

BE
Index

SO
Index

CA
scale

CE
Index

PERF

COMP

R2=0.612

0.275*

0.545*

0.146*

-0.074**

R2=0.086

R2=0.099

*significant at 0.01 level
**significant at 0.05 level
***significant at 0.10 level
ns – not significant

0.293*

0.314*

0.000

0.000

0.000
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Antecedents to market driving ability 
As entrepreneurship and marketing both have 
significant ownership in market driving research, 
the literature review outlined a number of firm 
internal factors that could influence an 
organisations’ market driving ability. The 
study could partially support findings in the 
literature.  

The first construct, corporate entrepre-
neurial management included the concepts of 
risk-taking, management support and organisa-
tional structure. While management support 
and organisational structure positively contribute 
to the construct, risk-taking was found to 
negatively influence corporate entrepreneurial 
management. Regarding the overall impact of 
corporate entrepreneurial management on market 
driving ability, it was somewhat surprisingly 
found that the construct impacted market 
driving ability slightly negatively and hence is 
not an enabling factor. A possible explanation 
for this could be found in the external 
environment of organisations considered in this 
research. Schindehutte et al. (2008:13) consider 
an environmental aspect in their model, stating 
that market forces, uncertainty and competitive 
intensity impact on a firm’s ability to compete 
and hence their market driving. As the South 
African healthcare industry is preparing for the 
implementation of National Health Insurance 
(NHI), which will change the current industry 
set-up, it might be likely that this factor has 
implicitly impacted the study. Furthermore, 
during the period of this research, government 
published its plan for the implementation of 
NHI and an international consulting workshop 
was initiated.  

In the literature study, it was suggested that 
market driving ability also requires entre-
preneurial capital to be present (Ghauri et al., 
2008; Schindehutte et al., 2008). Entrepreneurial 
capital was represented in the form of 
financial, human and social capital in the 
study, which showed that all three types of 
resources reflect well the construct of 
entrepreneurial capital. In accordance with the 
literature, the study found that entrepreneurial 
capital positively impacts on market driving 
ability.  

A strategic orientation is considered to be 
important for market driving activities. Barlow 

Hills and Sarin (2001:219) state that a strategic 
orientation is formed by certain capabilities, 
such as an understanding of customers and 
competitors and networking capability. Further- 
more, the necessary presence of innovation in 
an organisation has been emphasised (Jaworski 
et al., 2000; Kumar et al., 2000; Schindehutte 
et al., 2008). The research study considered 
aspects of information generation, dissemination, 
interfunctional coordination and innovation 
intensity in the construct of strategic 
orientation. The results provided support for 
the positive and significant influence of these 
factors in measuring the strategic orientation of 
the organisation. The study also provided 
support for a positive influence of strategic 
orientation on market driving ability. 

Entrepreneurial behaviour reflected in 
seeing opportunities and filling unmet needs in 
the market is considered to enable market 
driving ability (Kumar et al., 2000). The 
research study included the specific behaviours 
of proactiveness and responsiveness to 
information. The results showed that both 
concepts represent the entrepreneurial behaviour 
construct well. It could also be demonstrated 
that entrepreneurial behaviour positively 
influences market driving ability.  

The outcomes of a market driving approach 
have been described as impacting on firm 
performance and competitive advantage 
(Carrillat et al., 2004; Harris & Cai, 2002; 
Schindehutte et al., 2008). The results of this 
study support the findings described in the 
literature. Market driving ability positively 
influences firm performance and relative 
competitive strength.  

The limitations of this study should be 
addressed in future research. However, 
considering that this study made a first attempt 
to measure market driving in South Africa, 
reliable and valid results could be obtained 
which could guide further research. The 
limitations include the non-probability sample 
which limits the generalisation of results. 
Further, the study was cross-sectional. In 
addition, the number of concepts used to 
measure market driving and firm internal 
factors were limited and should be extended 
for future research. The same applies to the 
external factors that could be considered. 
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7 
Conclusion and recommendations 

There is consensus that, in today’s environ-
ment, organisations should apply a holistic 
view to the entire business and its stakeholders 
and apply a different mind-set to achieve 
outstanding business performance.  

One construct that has been linked to 
exceptional performance and competitive 
advantage is a firm’s ability to achieve market 
driving (Kumar et al., 2000; Schindehutte et 
al., 2008). 

The study addressed previous researchers’ 
recommendations to determine how market 
driving could be measured (Barlow Hills & 
Sarin, 2003:21; Carrillat et al., 2004:10; 
Jaworski et al., 2000:53). The study showed 
that a reliable and valid assessment of market 
driving could be achieved with three concepts, 
addressing market sensing, influencing customer 
preferences and organisational alliance-formation 
activities. Furthermore, previous researchers 
have outlined the importance of understanding 
which organisational factors facilitate or hinder 
an organisation in becoming market driving 
and go towards understanding the outcomes of 
market driving (Barlow Hills & Sarin, 2003: 
21; Schindehutte et al., 2008:22). 

In this study, a conceptual framework was 
provided that considers several firm internal 
factors: corporate entrepreneurial management, 
entrepreneurial capital, strategic orientation 
and entrepreneurial behaviour, as well as two 
outcomes parameters, firm performance and 
relative competitive strength. It was hypo-
thesised that the firm internal factors will 
positively influence organisations’ market 
driving ability. The model was operationalized 
using reliable and valid items from previous 

studies, as well as self-constructed items based 
on secondary sources. It was empirically tested 
in the South African healthcare industry. The 
realised sample of n=328 included respondents 
from pharmaceutical manufacturers (n=228), 
medical device manufacturers (n=63); pharma-
ceutical distributors/wholesalers (n=30) and 
open medical schemes (n=7).  

The model was analysed using SmartPLS 
(Ringle et al., 2005). Tests for reliability and 
validity of indicators, concepts and the construct 
were conducted and provided satisfactory 
results. The overall model demonstrated 
explanatory power with R2 of 0.612. The path 
coefficients were significant for all firm 
internal latent variables. Strategic orientation 
(SO) and entrepreneurial behaviour (BE) 
influence market driving ability substantially, 
while entrepreneurial capital (CA) has a 
weaker influence. Corporate entrepreneurial 
management (CE) has a slightly negative 
impact on market--driving ability. The analysis 
also showed that market driving influences 
firms’ performance and relative competitive 
strength positively and significantly. Overall, 
the study contributes to the body of knowledge 
in the field of market driving research.  
The study has integrated constructs of 
entrepreneurial and market orientation, 
supporting previous researchers’ view that 
both disciplines need to be considered in 
today’s competitive market environment 
(Kumar et al., 2000; Schindehutte et al., 2008; 
Schindehutte et al., 2009:29). For researchers 
and practitioners alike, this study demonstrates 
that an analysis of firm internal factors can 
help understand from where an organisation’s 
strength can be derived. This should then be 
the point of departure for shaping, changing or 
creating new markets or customer segments.  
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Annexure A 
 

Item 
Firm Performance: Comparing your firm’s performance for 2008 and 2009 please rate 
Q1A …the overall level of financial performance, e.g. company profit, net financial results 

Q1B … the overall level of market share in % 

Q1C … the overall development of cost base, e.g. production cost, operating expense 

Relative competitive strength: Relative to your major competitor please rate 
Q66 … how well your products/services meet client’s needs 

Q67 … the quality of handling client requests and queries 

Q68 … your firm’s image 

Q69 … your firm’s ability to gain market share 

Q70 … your firm’s ability to transfer knowledge efficiently within the firm 
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Organisational structure: At our firm 
Q1 … we have a flat organisational structure 

Q2 … we have many standard procedures that everyone must follow 

Q3 … we have open channels of communication 

Q4 … employees are free to take decisions within their scope of responsibilities 

Management support 
Q5 Upper Management is aware and very receptive to employees’ ideas and suggestions 

Q6 Those employees who come up with innovative ideas on their own often receive management encouragement for 
their activities 

Q7 An employee with a good idea is often given free time to develop that idea 

Q8 Management provides a conducive environment for staff to communicate and understand each other 

Risk taking 
Q9 We have a strong inclination / tendency to low risk projects, with normal and certain rates of return 

Q10 We would never pursue any projects that could potentially result in any kind of loss 

Proactiveness 
Q11 We try to anticipate developments in the market in order to adjust to changes quickly 

Q12 In dealing with our competitors we typically respond to actions which competitors initiate 

Q13 Compared to our competitors we are very seldom the first business to introduce new products or services 

Responsiveness to the market 
Q14 Usually we implement changes suggested by business partners 

Q15 We regularly analyse our relationships with business partners and respond quickly to major issues 

Q16 If we identify gaps in our product/service delivery we respond by taking appropriate actions 

Information generation 
Q17 We regularly meet with clients to learn how to serve them better 

Q18 We are slow to detect changes in our clients’ product or service preferences 

Q19 Our firm does a lot of market research 

Q20 We spend a lot of time discussing clients’ future needs with business partners 

Information dissemination 
Q21 Management regularly communicates industry developments to staff 

Q22 We have regular meetings to discuss market trends and developments 

Q23 When one department finds out something important about competitors, it is slow to alert other departments 

Q24 Our firm regularly circulates reports or newsletters internally that provide information on our clients, competitors or 
the industry 

Interdepartmental coordination 
Q25 Information that is received from e.g. sales consultants is distributed within all relevant departments 

Q26 We share a lot of business information with different departments 

Q27 All departments work together in offering value to the client 

Q28 Different departments share resources, for example business systems with each other 

Innovation intensity 
Q29 We have a strong emphasis on research and development of new products/services 

Q30 In the past 5 years our firm has marketed plenty new products/services 

Q31 Changes in product or service offerings have been mostly of minor nature 

Financial capital 
Q35 If we want to pursue an opportunity in the market we will make the financial means available 

Q36 There is a tight control on financial resources that are spent on product or service development 

Q37 There is always enough funding for marketing our products and services to the public 

Social capital 
Q38 I feel comfortable working with people from diverse backgrounds 

Q39 I have strong connections to various different business networks 

Q40 I spend a significant amount of my time discussing business with external network partners 
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Human capital 
Q41 For middle and higher management positions our firm would only consider candidates with university degrees 

Q42 Our middle and higher management consists of people from various knowledge backgrounds 

Q43 For middle and higher management positions our firm would only consider candidates with management experience 

Influencing customer preferences 
Q50 We continuously monitor clients complaints about products or services that our firm offers 

Q51 We change clients preferences by offering products or services that have not been available before 

Q52 We constantly deliver exceptional products or services that outperform the products or services delivered by 
competitors 

Q53 We regularly inform our clients about our developments regarding new products or services, market trends etc 

Alliance formation 
Q54 In the past 4 years we have had very few alliances with other firms 

Q55 The total number of alliances has increased in the past 4 years 

Q56 We have benefited a lot from our current and previous alliances to run our business successfully 

Q57 It is difficult to find the right alliance partners as we take a long time to develop mutual trust 

Q58 We have a process that allows us to evaluate alliance options and the benefits for our firm 

Market sensing: Please rate the extent to which the following scanning devices are used by your firm to gather information 
about your business environment 

Q61 Regular evaluation of opinions from clients 

Q62 Explicit tracking of strategies and tactics of competitors 

Q63 Forecasting future sales 

Q64 Research on future challenges, for example government regulations 

Q65 Collecting information from business partners or associations 

Annexure B 
 

Concept / Indicator Outer loading after 
recalculation AVE Composite reliability 

Alliance formation 
Q55 0.7404* 

0.6284 0.8350 Q56 0.8199* 

Q58 0.8152* 

Market sensing 
Q61 0.7672* 

0.5540 0.8608 

Q62 0.8002* 

Q63 0.6608* 

Q64 0.7116* 

Q65 0.7733* 

Influencing customer preferences 
Q50 0.6896* 

0.5587 0.8345 
Q51 0.7052* 

Q52 0.7782* 

Q53 0.8100* 

Risk-taking 

Q9 0.8527* 
0.7301 0.8440 

Q10 0.8563* 

Management support 
Q5 0.8823* 

0.7488 0.9226 
Q6 0.8899* 

Q7 0.8360* 

Q8 0.8521* 
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Organisational structure 

Q3 0.9204* 
0.8309 0.9076 

Q4 0.9025* 

Latent variable  
Entrepreneurial capital (CA) - reflective - 0.2666 0.7404 

Financial capital 
Q35 0.8930* 

0.7144 0.8330 
Q37 0.7964* 

Human capital 
Q41 0.6138* 

0.4781 0.7321 Q42 0.7296* 

Q43 0.7248* 

Social capital 
Q38 0.6502* 

0.5334 0.7730 Q39 0.7954* 

Q40 0.7381* 

Information generation 

Q17 0.7121* 

0.5878 0.8100 Q19 0.7600* 

Q20 0.8239* 

Information dissemination 

Q21 0.8537* 

0.7087 0.8793 Q22 0.8754* 

Q24 0.7942* 

Interfunctional coordination 

Q25 0.8048* 

0.6569 0.8840 
Q26 0.8762* 

Q27 0.8291* 

Q28 0.7243* 

Innovation intensity 

Q29 0.9131* 
0.7922 0.8840 

Q30 0.8664* 

Proactiveness 

Q11 0.8865* 
0.5826 0.0806 

Q12 -0.6160* 

Responsiveness to information 

Q14 0.6614* 

0.6100 0.8225 Q15 0.8684* 

Q16 0.7990* 

Firm performance 

Q1A 0.8330* 
0.7687 0.8690 

Q1B 0.9185* 

Relative competitive strength 

Q66 0.7471* 

0.6349 0.8966 

Q67 0.8043* 

Q68 0.8522* 

Q69 0.8233* 

Q70 0.7520* 

Note: * indicates significance at 0.01 level 

 


