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ABSTRACT

Transition economies are characterized by a move away from central-planning

towards open markets and increased competition. During the transformation process,

managers face pressure to adapt to competition and to acquire the skills of marketing

— the ability to meet customer needs more effectively than rivals. Consequently, an

important question to be asked is: what factors affect the ability of a transition

economy manager to learn the skills or capabilities of marketing?

Past research on this subject tends to be limited to those relatively rare

transition economy firms that are directly linked with foreign firms, either through

joint ventures or export exchanges. However, the focus of analysis in this study is

defined in terms of supply-relationships linking indigenous suppliers with

multinational buyers domiciled within transition economies. In contrast with studies

examining the marketing capabilities of transition economy-exporters, this study

examines transition economy firms whose main business is limited to the domestic

market. The premise of this study is that exchange relationships with multinational

buyers can serve as conduits for the transfer of marketing capabilities. If so, the

absence of joint venture participation or export exchanges need not be a barrier to

learning the skills of marketing.

Building on research investigating buyer-seller relationships, organizational

learning, and marketing capabilities, several hypotheses are developed in this study.



These hypotheses are tested using quantitative data collected through structured
interviews with 200 indigenous manufacturers in China. The findings reveal that the
marketing capabilities of suppliers are enhanced by their learning orientation and by
the quality of their relationships with multinational buyers. However, the cultural
distance separating suppliers from their multinational buyers moderates the effect of
relationship quality. Finally, marketing capabilities are found to have positive effects
on various dimensions of business performance.

This study contributes to the marketing, international business, organizational
learning and strategic management literatures by improving our understanding of the
antecedents and consequences of marketing capabilities within transition economies.
It provides arguably the first test of the link between relationship quality and
marketing capabilities in the context of exchange relationships between suppliers and
multinational buyers. Effect sizes are discussed and substantive conclusions are drawn

for both researchers and transition economy managers.
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Chapter 1. Introduction

Chapter 1. Introduction

Background

In many parts of the world, economic life is being transformed by a policy shift in
favour of markets and away from central planning. These “transition economies”
include countries in Central and Eastern Europe such as Russia, the Czech Republic
and Hungary, and countries in South-East Asia such as Vietnam and China. The four
main characteristics of the transformation process are: trade liberalization,
macroeconomic stabilization, restructuring and privatization of firms, and legal and
institutional reform (IMF 2000). Table 1.1 summarizes the key differences between
planned and market economies (Springer and Czinkota 1999). A full list of transition
economies, with their respective inward foreign direct investment (FDI) flows and

GDP per capita data, is provided in Table 1.2.

Table 1.1 Key Differences between Planned and Market Economies

Criteria Planned Economy Market Economy

Decision making Highly centralized; governments and Companies have the
planning bureaucracies make autonomy on decision
economic decisions related to the making; limited or no
macro- and micro- economic level; interference from the

political-administrative management government
of economies and companies;
price regulated by the government

Information gathering ~ Top down planning; quantitatively Price-market mechanism
balance output and input on the
macro and micro level

Ownership of State-owned, sometimes cooperative  Private property
production facilities property
Motivation Moral and material incentives Profit maximization

directed at the fulfilment of national
economic plans

Adapted from Springer and Czinkota (1999, p.30)
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Table 1.2 Thirty-three Transition Economies

Inward FDI flows

Rank Countries?® (US$h)? GDP (US$b)°
1 China 108.3 4,327.5
2 Russia 70.3 1,676.6
3 Poland 16.5 527.9
4 Kazakhstan 14.5 135.6
5 Romania 13.3 200.1
6 Ukraine 10.7 179.6
7 Czech Republic 10.7 216.4
8 Bulgaria 9.2 49.9
9 Vietnam 8.1 89.8
10 Hungary 6.5 155.9
11 Croatia 4.4 69.4
12 Slovakia 34 95.4
13 Belarus 2.2 60.3
14 Estonia 2.0 23.5
15 Lithuania 1.8 47.3
16 Slovenia 1.8 54.6
17 Georgia 1.6 12.9
18 Latvia 1.4 34.0
19 Armenia 1.1 11.9

20 Bosnia-Herzegovina 1.0 18.5
21 Albania 1.0 13.0
22 Montenegro 0.9 4.8
23 Uzbekistan 0.9 27.9
24 Cambodia 0.8 11.3
25 Turkmenistan 0.8 NA
26 Moldova 0.7 6.0
27 Mongolia 0.7 5.2
28 Tajikistan 0.4 5.1
29 Laos 0.2 5.4
30 Kyrgyzstan 0.2 5.1
31 Azerbaijan 0.0 46.4
32 Serbia NA 50.1
33 Macedonia NA NA

aCountry list source: IMF (2000), World Bank (2002) and Ianchovichina & Gooptu (2007); °EpI
data in 2008 (UNCTAD 2009); “Current price GDP in 2008 (IMF 2009); “The FDI inflow was

0.01 billion; NA = data not available
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The market conditions of transition economies are changing from sellers’ markets

(where product demand exceeds supply) to buyers’ markets (where product supply

exceeds demand). In the early days of planned economies, production targets were set

by the government and usually fell short of the market demand. It was common for

customers to purchase according to the pre-determined purchase quotas at pre-

determined prices (Savitt 2001; Springer and Czinkota 1999; Stan et al. 2003). In the

absence of competition, little attention was paid to marketing because what was

produced was likely to be purchased.

With the liberalization of trade and opening of markets to foreign imports,

transition economy suppliers faced increasing competition from both local and foreign

competitors (Siu 2005; Springer and Czinkota 1999). As market competition increases,

suppliers with superior marketing skills (e.g., marketing capabilities) in transition

economies should outperform their counterparts by satisfying customer needs more

effectively. Transition economy suppliers, however, lack marketing capabilities due to

only having experience in planned economies in the early days. These suppliers

therefore have a need to learn the skills of marketing to compete for customers in the

transformation process.

Several learning options for transition economy suppliers have been

investigated in previous studies. For instance, firms in transition economies have been

found to be able to acquire marketing capabilities from their foreign partners located
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overseas through exporting activities (Ellis and Davies 2006), and from foreign

partners operating within the transition economies of the suppliers through
international joint ventures (IJVs) or foreign direct investments (FDIs) (e.g., Caves
1996; Steensma et al. 2005; Tsang, Nguyen and Erramilli 2004). For example, the
proportion of earnings from exports was found to be positively related to suppliers’
customer orientation in China (Ellis and Davies 2006). Additionally, Steensma ef al.
(2005) found that the extent of Hungarian subsidiaries’ learning of marketing was
dependent on their foreign parent’s resource provision. These findings suggest that
transition economy suppliers can learn the skills of marketing when they are exposed
to foreign partners. Following this line of logic, there is one relatively little-explored
learning option in the marketing literature: can transition economy suppliers learn
marketing from multinational buyers domiciled in the supplier’s home market?
Instead of learning from foreign partners located in foreign markets, can transition
economy suppliers acquire the skills of marketing through their domestic supply
networks when those networks are populated by foreign buyers operating in suppliers’
home market? Much of the knowledge of marketing is embedded in foreign firms’
products, technology, and general operations (Argote 1999; Mansfield 1985). By
participating in these supply networks, transition economy suppliers are directly and

indirectly exposed to the market knowledge (e.g., information collected from market

research) and marketing skills (e.g., carrying out joint-promotion) of the foreign
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buyers. Thus, a close relationship with multinational buyers may provide an

opportunity for transition economy suppliers to learn marketing (Steensma et al.

2005).

Research Objectives

The growing significance of marketing in transition economies has attracted

researchers’ interest in examining different marketing capabilities, including new

product development (Li, Liu and Zhao 2006; Zou, Fang and Zhao 2003), branding

(Sonobe et al. 2004; Tokatli and Kizilgiin 2004), product quality (Golden et al. 1995)

and distribution (Gu, Hung and Tse 2008; Zou et al. 2003). Although past research

provides evidence that various types of marketing capabilities are important to

transition economy firms, the question of how transition economy managers learn or

acquire these capabilities has received little attention in the literature. In view of this

gap, the aims of this study are to examine the relationships between indigenous

transition economy suppliers and their multinational buyers, and to identify those

circumstances under which the former are able to learn marketing from the latter.

Specifically, this study will address the following research questions: (1) Are

transition economy suppliers able to acquire marketing capabilities from their

multinational buyers? (2) If so, what factors affect the effectiveness of their learning?

(3) Do marketing capabilities affect transition economy firms’ business performance?
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Scope of the Study

This study was set in China, the world’s largest transition economy. Attracting more
FDI than any other transition economy (US$108.3b in 2008), China has become an
important supplier for many multinational companies (Table 1.2). A good proportion
of these companies have set up buying offices within China to manage their supply
networks. For example, in the retail sector, the US firm Wal-Mart has set up an office
in Shenzhen to manage relationships with nearly 20,000 Chinese suppliers (Wal-Mart
China 2009); in the electronics sector, the Japanese company Panasonic has set up
procurement offices in Shenzhen and Shanghai to oversee its relationships with more
than 4000 Chinese suppliers (Dragon Sourcing 2007; Panasonic 2009); in the
automobile sector, the US automaker Ford has set up a global sourcing centre in
Shanghai and is sourcing over US$2 billion worth of parts made in China (Roland
Berger 2005; Wang 2003; Webb 20006).

Chinese manufacturers deal with foreign buyers located both inside and
outside China. The conceptual boundaries of this study are defined by the first type of
relationship — supply-links with multinational buyers based within China. Excluded
from this study are those export relationships linking Chinese manufacturers directly
to foreign markets. This exclusion is made because the effects of exporting on
marketing capabilities have been studied elsewhere (e.g., Ellis and Davies 2006). In

contrast, almost nothing is known about the benefits of domestic supply-relationships
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with multinational buyers. Given that some have argued that exporting is evidence of

marketing ability (Drucker 1974; Torre 1971), a good question to ask is how such

firms become skilled at marketing in the first place.

Significance of the Study

Three substantive contributions arise from this study. First, the results of this study

contribute to the growing literature on marketing capabilities within transition

economies. The importance of this topic has only recently been recognized in the

mainstream marketing literature. Apart from a few key studies (e.g., Gu ef al. 2008;

Hooley et al. 1999; Zou et al. 2003), little is known about the consequences of

marketing capabilities in the context of transition economies. Providing empirical

evidence regarding the importance of marketing capabilities in driving business

performance in transition economies is a significant contribution in the light of the

concerns expressed about the role of marketing in building company performance

(Schultz 2003; Srivastava, Shervani and Fahey 1998, 1999; Verhoef and Leeflang

2009). This study therefore benefits both academics and managers by providing

empirical generalizations for the relationships between marketing and firm

performance. Second, this study makes a novel contribution to the organizational

learning literature. Much of this literature is based on research done in intra-

organizational settings such as inter-departmental learning (e.g., Szulanski, Cappetta



Chapter 1. Introduction
and Jensen 2004; Tsai 2001), learning between the parent companies and their

subsidiaries (e.g., Minbaeva et al. 2003; Venaik, Midgley and Devinney 2005), or

learning between joint-venture partners (e.g., Lane, Salk and Lyles 2001; Lyles and

Salk 1996). Little attention has been given to the learning opportunities embedded in

buyer-suppliers relationships — an inter-organizational setting. The results of this

study therefore expand the organizational learning literature by investigating the

effect of buyer-supplier relationships on the learning of transition economy suppliers.

Third, this study makes an empirical contribution by identifying factors that

affect the acquisition of marketing skills in transition economies. Past research has

tended to focus on manufacturer-exporters. Given that exporters are probably in the

minority in every transition economy, this study represents a rare insight into the

marketing practices of the unstudied majority, namely, transition economy

manufacturers with no direct exposure to foreign markets. The implications of this

study, which are discussed in the final chapter, thus have the potential to make a

substantial practical contribution to a subset of firms that has so far benefited from

little scholarly attention.

Dissertation Outline

This dissertation is organized into seven chapters. In the first chapter, a brief

introduction to the background and objectives of the study are provided. In Chapter
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Two, past research examining marketing in transition economies, marketing

capabilities, learning orientation, buyer-seller’s relationship quality and cultural
distance is reviewed. A conceptual model and relevant hypotheses are presented in
Chapter Three. Chapter Four provides the research methodology along with an
explanation of the sample and data collection procedures, a description of the
measurements of each construct and the analyses of their psychometric properties are
also included in this chapter. Results of the hypotheses tests and the assessment of
assumptions underlying the analysis methods are presented in Chapter Five. In
Chapter Six, the findings of this study are discussed. In Chapter Seven, the

contributions, limitations and conclusions of this study are presented.
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Chapter 2. Literature Review

The purpose of this chapter is to review the relevant literature dealing with

antecedents and consequences of firm level marketing capabilities. To do this, it is

necessary to integrate insights and findings found in the marketing capabilities and

organizational learning literatures. Past studies are reviewed and summarized in the

light of effect sizes and categorized using Cohen’s (1988) conventions to circumscribe

the boundaries of existing knowledge in the literature. To minimize the variation in

findings attributable to different choices of analysis methods, the summaries are

limited to studies reporting effects in terms of the correlation coefficient. Previous

findings are also discussed in this chapter to generate insights relevant to the

development of the conceptual framework in the next chapter.

Marketing Capabilities

Capabilities are defined as complex bundles of skills and accumulated knowledge,

influencing organizational processes that enable firms to coordinate activities and

make use of such assets (Day 1994). Although Day (1994) did not provide a specific

definition for the concept of marketing capabilities, he identified market sensing and

customer linking capabilities as the most distinctive features of market-driven

organizations. The former represents a company’s ability to sense events and trends in

the markets and to anticipate these changes more accurately than competitors, and the

-10-
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latter reflects the ability to create and manage close customer relationships better than

competitors.

Following Day’s description of the two marketing-related capabilities, two

main streams of definitions of marketing capabilities have evolved. The first stream

views marketing capabilities as the skills relevant to identifying and responding to

customer needs more effectively than competitors (e.g., Benedetto and Song 2003;

Chang 1996; Ellis and Davies 2006; Greenley and Oktemgil 1997; Hooley, Broderick

and Moller 1998; Kotabe, Srinivasan and Aulakh 2002; Song, Groge, Hanvanich and

Calantone 2005). For instance, a firm’s pricing, product development and promotional

skills are frequently referred as examples of marketing capabilities. The second

stream expresses marketing capabilities as organizational processes involved in the

deployment of an organization’s skills and resources relating to the marketing needs

of the business. The marketing needs include developing superior goods and services,

adapting to market conditions and meeting competitive demands effectively (e.g.,

Morgan, Vorhies and Mason 2009; Tsai and Shih 2004; Vorhies 1998; Vorhies and

Harker 2000; Weerawardena 2003; Zou, Fang and Zhao 2003). Table 2.1 provides

definitions relating to these two streams of definitions of marketing capabilities.

-11 -
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Table 2.1 Defining Marketing Capabilities — Two Approaches

Source Definitions

Marketing capabilities as specific skills
Chang (1996) Ability to promote and sell various products

Greenley & Oktemgil (1997)  Ability to address customer needs and wants effectively

Hooley et al. (1998) Abilities relating to market sensing, market targeting and
positioning, customer relationship management, customer
access, product management, new product development and
implementation of marketing activities

Kotabe ef al. (2002) Skills in product differentiation and branding

Benedetto and Song (2003) Skills in segmentation, targeting, pricing and advertising

Vorhies & Morgan (2003) Ability to perform common marketing work routines

Song et al. (2005) Ability to predict customer preference and market changes,
and maintain durable relationships with customers and channel
members

Ellis & Davies (2006) Ability to interpret market signals and respond with products

that meet evolving customer needs

Song et al. (2007) Knowledge of the competitors and customers, and the skills in
segmentation, targeting, advertising, pricing, and integrating
marketing activities

Krasnikov & Jayachandran Skills in market sensing and customer linking

(2008)

Marketing capabilities as organizational processes

Hooley et al. (1996) The ways of using marketing resources

Vorhies (1998) The integrative processes designed to apply the collective

knowledge, skills and resources of the firm to the market-
related needs of the business

Morgan et al. (2009) The process of product development and management, pricing,
selling, marketing communication, channel management and
marketing strategy development execution

These two streams of definitions are intertwined because specific skills enable

specific business processes to be undertaken, and specific skills are reflected by the

types of business processes being carried out by organizations. The concept of

marketing capabilities is thus defined broadly in this study as the set of skills and

-12 -
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processes relevant to the delivery of products that satisfy customer needs more

effectively than rivals. These skills and processes include, but are not limited to:

pricing, product development, channel management, marketing communication,

selling, market information management, marketing planning and marketing

implementation (Morgan ef al. 2009; Vorhies and Morgan 2005).

Marketing Capabilities and Performance

Organizational capabilities have long been regarded as one of the unique resources

that contribute to a firm’s competitive advantage in the resource-based literature

(Barney 1991; Day and Wensley 1988; Day 1994; Teece, Pisano and Shuen 1997;

Wernerfelt 1984). The predominant view in this literature is that marketing

capabilities enable firms to be more responsive to market changes and are therefore

positively associated with performance (Day and Wensley 1988; Grant 1991). Since

Day’s (1994) conceptualization of marketing-related capabilities, there has been a

growing interest in exploring the effects of marketing capabilities on various

performance indicators such as market performance (Gu et al. 2008; Morgan et al.

2009; Song et al. 2005; Vorhies and Harker 2000; Vorhies and Morgan 2005),

financial performance (Moore and Fairhurst 2003; Zou et al. 2003), product

performance (Eng and Spickett-Jones 2009) and overall performance (Ellis and

Davies 2006; Hooley et al. 1999; Ruiz-Ortega and Garcia Villaverde 2008). Day

-13-
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(1994) reasoned that marketing-related capabilities provide links with customers,

enabling firms to compete by effectively anticipating and responding to changes in
customer preferences, and managing durable relationships with customers and
channel members. In contrast, firms that do not have strong marketing capabilities
will be less responsive to market changes and their products may not satisfy customer
needs as effectively as rivals.

To provide a clearer picture of the effect of marketing capabilities on
performance, effect sizes reported in past research were weighted and pooled to
calculate a mean effect size. Past research has generally indicated only the direction of
this effect. By meta-analytically pooling the results from previous research, it is
possible to generate a specific point estimate of the mean effect size and provide
further information quantifying the precision of that estimate. The weighted mean
effect size obtained from past research can also be used in a prospective power
analysis to estimate the minimum sample size needed in this study (discussed in
Chapter Four). Prior to their aggregation, raw effect sizes were adjusted to
compensate for measurement error (Hunter and Schmidt 2004). This was done by
dividing the observed correlation by the square-root of the product term of the two
reliabilities (Schmidt and Hunter 1996; 1999). Algebraically, the equation for
adjusting the effect size estimates is as follows:

ES: ry(true) = ry(observed)/y/ (7 X 1)
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where ES denotes effect size, r,, and r,, denote the reliability coefficients for X and Y

respectively. If r,, (observed) = 0.14 and ry and ry, both = 0.70, then ry(true) = 0.14/

v (0.70 x 0.70) = 0.20. When scale reliability was not reported in a study, the mean

scale reliability obtained from other studies measuring the same construct and effect
was substituted to facilitate calculations. Both raw and adjusted ES are reported in

Table 2.2.
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Table 2.2 Marketing Capabilities and Performance

Sample Performance ES  Adjusted
Study Context size MC measures (a) measures (a) P ES
Transition economies (adjusted weighted mean ES = 0.36)
Zou et al. China 176 P, NPD, distribution, Export financial 0.56 0.61
(2003) communication (0.92)  performance (0.92)
Gu et al. (2008) China 282 CM, responsive Market 0.43 0.50
capabilities (NA) performance (NA)
Ellis & Davies  China 200 NPD (0.86) Overall 0.32 0.37
(2006) performance
(0.88)
Hooley et al. Hungary, 1619  Marketing culture, Overall 0.29° 0.35
(1999) Poland, strategic marketing, performance
Slovenia operational marketing (0.82)
(0.86)
Eng & China 268 P, PD, CM, COM, S, Product 0.07 0.09
Spickett-Jones MIM, MP, MIP (0.84)  performance
(2009) (0.73)
Open economies (adjusted weighted mean ES = 0.40)
Ruiz-Ortega &  Spain 253 Customer relationships, Overall 0.41 0.49
Garcia- distribution, market performance
Villaverde knowledge (NA) (0.82)
(2008)
Morgan et al. usS 204 P, PD, CM, COM, S, Market 0.38 0.43
(2009) MP, MIP (0.86) performance
(0.90)
Song et al. US 466 Customer linking, Market 0.34 0.40
(2005) market sensing, performance (NA)
channel bonding (NA)
Weerawardena  Australia 326 Customer service, Sustained 0.33 0.40
& O’Cass advertising, quality of ~ competitive
(2004) salespersons, advantage (0.80)
distribution, market
segments served,
market research ability,
NPD (0.83)
Vorhies & Australia 87 Market research, P, Market 0.29 0.33
Harker (2000) NPD, channels, performance
promotion, market (0.92)
management (0.83)
Vorhies & usS 230 P, PD, CM, COM, S, Market 0.29 0.33
Morgan (2005) MIM, MP, MIP (0.87)  performance
(0.89)
Moore & US 60 Customer service, Financial 0.18° 0.21
Fairhurst image differentiation, performance (NA)
(2003) external market

knowledge, promotion
(NA)

ES: Effect size; NPD: New product development; NA: Not available; P: pricing; PD: product development; CM:
channel management; COM: communication; S: selling; MIM: market information management; MP: marketing

planning; MIP: marketing implementation.

*The figure was calculated by taking square root of the R? because there was no other variable in the regression
model. "Standardized regression coefficient was included for comparison purpose because no other variable was
included in the regression model.
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Since sample size is negatively associated with sampling error, each of the effect size

estimates was weighted by sample size when calculating the mean effect size.
Estimates obtained from larger samples were weighted more heavily. The adjusted
weighted mean effect sizes identified in transition economies and open economies are
ag = 0.36 and 7,4 = 0.40 respectively. Following Cohen’s (1988) conventions, the
adjusted weighted mean effect size estimates may be classified as medium-sized.
However, the true population effect size is likely to be smaller as the review was only
limited to published research. Because publication practices favors studies that report
statistically significant results, those which failed to reject the null hypothesis have
less chance to get accepted by journals for publication (Atkinson, Furlong and
Wampold 1982; Ellis 2010; Sawyer and Peter 1983).

To quantify the degree of precision of the adjusted weighted mean effect
estimate, the 95% confidence intervals (Clys) were calculated, and these are shown in
Figure 2.1. A confidence interval is a range of possible values for the parameter being
estimated and a Cloys is interpreted as being 95% confident that the population
parameter lies within the upper and lower bound of the estimated intervals (Hays
1973). The provision of confidence intervals has been highly recommended recently
because it provides a range of hypothetical values (e.g., effect sizes) that cannot be
ruled out (Smithson 2003). The meta-analysis procedures suggested by Hunter and

Schmidt (2004) were followed when calculating Clgs. First, the standard deviation of
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the sample (SD) was found by the square root of the variance of sample correlations.

The equation for finding the variance is shown in Hunter and Schmidt (2004, p.81,
89):

k k

SD*= X [ni(ri~Fag)’)/ X mi

i=1 =
where n; is the sample size of the ith study, 7; stands for the adjusted ES for the ith
study, 744 1s the adjusted weighted mean ES, and £ is the number of studies. Second,
the standard error (SE) of the adjusted weighted mean was found by dividing SD by
the square-root of the number of studies (k). Algebraically, the procedure was as

follows:

SE =SD/\/ k

Finally, the width of the Clys was obtained by adding or subtracting the product term
of SE and the two-tailed critical value of normal distribution (Z,,), which is 1.96 for
the 95% confidence interval, as shown in Field (2005, p.448):

Clos upper) = Tagy + 1.96 (SE)

Clos gower) = Tadj - 1.96 (SE)

where upper and lower indicate the upper and lower limits of the Clos.
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Figure 2.1 Effect Sizes (Cl 95%) of Marketing Capabilities and Firm

Performance
0.5
T 0.46
0.44
Effect 04 1 0.40
S1z€ (Faqy) ¥ 0.36 0.35
03 71
-+ 0.25
0.2
Transition Open
economies economies
(k=5) (k=17)

Note: & is the number of studies

Several conclusions regarding the effects of marketing capabilities on firm
performance may be drawn from Table 2.2 and Figure 2.1. First, despite a large
volume of research on the effects of marketing capabilities on firm performance in the
marketing and resource-based literature, effect size estimates found in transition
economies are scarce and result in wide (i.e., imprecise) confidence interval as shown
above. This limited body of research suggests that the effects of marketing capabilities
on firm performance in the context of transition economies are yet to be explored and
further investigations are needed to advance our understanding on these relationships.
Second, prior studies generally show that marketing capabilities contribute to
superior firm performance in both transition and open economies although the

strength of these associations varies, with small to medium-sized effects identified in
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the former context and medium-sized effect identified in the latter context. These

findings are in line with the expectations from the traditional resource-based theory
which posits that heterogeneity in a firm’s capabilities would result in inter-
organization performance variance (Barney 1991). The concept of marketing
capabilities is also closely related to a recently developed dynamic capabilities theory
and is distinguished from the latter by its focus on the marketing functions. Drawing
on the dynamic capabilities theory, the positive association between marketing
capabilities and firm performance may be explained by the greater ability of managers
to formulate and implement new strategies that match the dynamic market
environment (Eisenhardt and Martin 2000; Morgan et al. 2009; Teece et al. 1997). It
is worth noting that marketing capabilities demonstrates a similar effect in both
transition and open economies, with a similar adjusted weighted mean effect sizes.
Companies in transition economies should therefore benefit from the possession of
marketing capabilities as well. However, given that few studies have estimated this
effect in transition economies, the Clgs for marketing capabilities effects in transition
economies (744 = 0.25 to 0.46) is much wider than that in open economies. The
implication is that there may actually be a difference in ES between the two economy
types. For instance, the effect could plausibly be small in transition economies while it
is certainly medium in open economies. This indicates a need for further research in

transition economies to improve the precision of the estimated true population effect.
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Third, market performance is the most-studied performance dimension in the

literature (five out of twelve studies in Table 2.2) and generally demonstrates

medium-sized associations with marketing capabilities. As market performance (e.g.,

market share and sales performance) are likely to be directly influenced by the

marketing activities of a company (e.g., marketing planning and sales promotion),

relatively less attention has been paid to investigating the impacts of marketing

capabilities on other performance dimensions such as product performance and

overall performance, which are likely to be affected by a number of other factors.

Therefore, the effects of marketing capabilities on the other dimensions of firm

performance remain largely unexamined.

Finally, previous studies generally measured marketing capabilities as a

combination of different marketing-related abilities (e.g., abilities related to different

marketing mix and the formulation and implementation of marketing strategies),

suggesting that marketing capabilities may be a concept measured by a number of

dimensions.

Marketing Capabilities in Transition Economies

A review of the marketing capabilities literature shows that such capabilities have

beneficial effects on firm performance across different countries (Table 2.2).

Marketing capabilities’ effects on firm performance were found not only in open
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economies such as the US (Moore and Fairhurst 2003; Morgan et al. 2009; Song et al.

2005; Vorhies and Morgan 2005), Asutralia (Weerawardena and O’Cass 2004;

Vorhies and Harker 2000), Taiwan (Tsai and Shih 2004), and Spain (Ruiz-Ortega and

Garcia-Villaverde 2008), but were also found in the transition economies of China

(Eng and Spickett-Jones 2009; Ellis and Davies 2006; Gu et al. 2008; Zou et al. 2003)

and Central Europe (Hooley ef al. 1999). The positive and medium-sized mean effects

of marketing capabilities on a company’s performance in both transition and open

economies provide evidence that transition economy firms can improve performance

by advancing their marketing capabilities. More importantly, such beneficial effects

are expected to continue when the economies have fully transformed into open

economies.

Transition economy firms, however, are found to be lacking in marketing

capabilities. For example, in Bulgaria, a transition economy, Marinov et al. (1993)

found that only three percent of respondents adopted a market orientation, while 63

percent of respondents (the largest cluster in their sample) adopted a production

orientation. This result is in contrast to Hooley, Lynch and Shepherd’s (1990) study

conducted in the UK, a free market, where 41 percent of respondents (the largest

cluster in their sample) were classified as “marketing philosophers”. Another example

is provided by Siu (2005), who conducted a study comparing the development of

marketing practices of small and medium-sized enterprises in China (a transition
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economy), Hong Kong and Taiwan (both open economies). His study found that 66

percent of the Chinese managers had a minimal level of marketing expertise, meaning

that they did not have basic marketing knowledge. Much lower percentages of firms

in the Hong Kong (40 percent) and Taiwan (49 percent) samples belonged to this

group.

The findings show that transition economy firms generally have weaker

marketing capabilities compared to their counterparts in open economies. This may be

attributed to their experience operating under centrally-planned economies, where

production targets were set by the government and customers were less sophisticated

compared to those in open economies (Ellis and Davies 2006; Stan et al. 2003; Siu

2005; Springer and Czinkota 1999). With less intense market competition, firms in

transition economies had less need to monitor customers and competitors closely

because what they have produced were likely to be purchased by customer when there

were not many product choices. In other words, the skills related to anticipating

market changes and managing customer relationships were not emphasized in the

early stages of transition, resulting in generally weaker marketing capabilities among

firms in transition economies.

While the literature shows that firms in transition economies lack marketing

capabilities, there is also evidence identifying positive associations with firm

performance in both transition and open economies. Identifying factors related to the
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development of marketing capabilities among firms in transition economies is thus a

crucial topic to be explored. The antecedents of marketing capabilities identified in

the literature are reviewed in the next section.

Antecedents of Marketing Capabilities

Table 2.3 summarizes past studies examining the antecedents of marketing

capabilities. It is observed that most of these studies provide information only

pertaining to the direction of effects while three studies have gone further in reporting

information about also the magnitude of the effect of various antecedents (Ellis and

Davies 2006; Gu et al. 2008; Weerawardena and O’Cass 2004).

Three factors listed in Table 2.3, including, market knowledge (Morgan et al. 2003;

Tsai and Shih 2004; Vorhies 1988), learning from the market (Vorhies and Harker

2000; Weerawardena and O’Cass 2004) and, foreign linkage (Ellis and Davies 2006;

Fahy et al. 2000), were found to have positive relationships with marketing

capabilities in multiple studies. Two other factors — guanxi and privately-ownership —

were found to be positively related to marketing capabilities in studies set in transition

economies (Fahy et al. 2000; Gu et al. 2008). The implications of these findings are

discussed below.
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Table 2.3 Antecedents of Marketing Capabilities

Study Setting Sasrirgsle Antecedents (a) MC measures (a) Effect sizes (r) AdjEu;ted
Ellis & Davies China 200  Export intensity (NA) New product development (0.86) 0.24 0.28
(2006)
Fahy et al. (2000) Central 1574  FDI vs Non-FDI (NA) Market orientation (NA) Nil* NA
Europe State-owned (SOE) vs privately-owned (POE) (NA)
Gu et al. (2008) China 282  Guanxi network (NA) Channel & responsive capabilities (NA) 0.41 0.49
Morgan et al. (2003) UK 287  Experiential knowledge (0.77); Marketing planning & marketing implementation Nil® NA
Market information knowledge (0.81) (0.84) Nil°
Morgan et al. (2003)  China 173 Experiential knowledge (0.77); Marketing planning & marketing implementation Nil® NA
Market information knowledge (0.81) (0.84) Nil®
Song et al. (2008) US, Japan, 709  Strategic type Knowledge of competitors, advertising, Nil® NA
China (Prospectors — analyzers — defenders) marketing integration, segmentation & targeting,
pricing, knowledge of customers (0.94)°
Tsai & Shih (2004) Taiwan 110  Marketing knowledge management (0.85) Channels, market research & product Nil° NA
development, pricing, promotion (0.84)
Vorhies (1988) uUs 85 Environmental turbulence (0.83); Promotion, product, pricing, distribution, market NS NA
Coherent business strategies (0.79); research (0.83) Nil°
Formal & centralized org. structure (0.83); Nil°
Task routinization (0.87); NS
Market information processing capabilities (0.87) Nil®
Vorhies & Harker Australia 87 Market-driven vs non-market-driven (NA) Market research, pricing, product development, Nil NA
(2000) distribution, promotion, marketing management
(0.83)
Weerawardena & Australia 326  Entrepreneurial intensity (0.83); Customer service, advertising, salespersons 0.39 0.47
O’Cass (2004) Market-focused learning (0.83) quality, distribution, market segments, market 0.62 0.75

research, new product development (0.83)

NA: information not available; Nil: information regarding effect sizes not available; NS: information regarding effect sizes not available and the relationship was statistically non-significant. Adjusted ES: effect
sizes adjusted for measurement and sampling error.

FDI firms have greater MC than non-FDI frims and POEs have greater MC than SOEs; ° positive relationship; ¢ defenders have the greatest MC and prospectors have the weakest MC; ¢ market-driven firms
have greater MC than non-market-driven firms.
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Several conclusions can be drawn from the research summarized in Table 2.3.

First, it appears that market knowledge has a positive relationship with marketing
capabilities (Morgan et al. 2003; Tsai and Shih 2004; Vorhies 1988). Quality market
information enables a firm to develop products that satisfy customer needs better than
competitor’s offerings, suggesting a positive relationship with marketing capabilities.
The quality of market intelligence, however, is correlated with the level of economic
development (Ellis 2003). The market information obtained within transition
economies would thus be of lower quality than that obtained from developed
economies. Accordingly, transition economy suppliers generally have difficulties in
obtaining quality market information from the local environment, reducing the
possibility for them to advance their marketing capabilities in this way.

Second, an organization’s extent of learning from the market was found to be
positively related to marketing capabilities in two studies conducted in Australia
(Vorhies and Harker 2000; Weerawardena and O’Cass 2004). In particular, market-
focused learning was reported to have the largest effect (r,4 = 0.75) of all antecedents
examined. Market-focused learning is related to the capacity of the firm to learn from
the marketplace. Weerawardena and O’Cass (2004) argued that a better understanding
of the markets served by a firm enhances its ability to undertake superior marketing
programs that add value to the target markets. Moreover, market-driven organizations

were found to develop better marketing capabilities than less-market driven
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organizations in another Australian study (Vorhies and Harker 2000). Market-driven

firms would continuously learn from the market, build and leverage the resources and
processes required to deliver superior value to customers (Vorhies and Harker 2000).
Market-driven firms would thus develop capabilities relevant to market information
generation, dissemination and responsiveness (Day 1994). The results in
Weerawardena and O’Cass (2004) and Vorhies and Harker (2000) offered an
evidential base to the idea that organizational learning should be positively related to
marketing capabilities, but there is a knowledge gap regarding the effect of learning
orientation on marketing capabilities.

Third, foreign linkages, such as exporting arrangements, were found to
enhance marketing capabilities in at least two studies (Ellis and Davies 2006; Fahy et
al. 2000). Export intensity was found to have a positive and small-sized effect (r,4 =
0.28) on new product development capability in a study of 200 Chinese exporters
(Ellis and Davies 2006). The authors reasoned that foreign exposure facilitates an
exporter’s acquisition of intelligence relating to new technologies and changing
customer preference. Selling products to open economies may compel exporters in
transition economies to innovate when developing new products (Ellis 2005). In
another study of 1574 firms in Central Europe, firms with FDI were found to have
greater marketing capabilities then their domestic counterparts without foreign

involvement (Fahy et al. 2000). In transition economies, firms with foreign
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participation would have easier access to more sophisticated marketing capabilities

compared to their domestic counterparts who do not have similar foreign exposure
(Fahy et al. 2000). These findings provide evidence that transition economy suppliers
may be able to import marketing capabilities from foreign buyers located overseas or
from FDI partners. However, the possibility for transition economy suppliers to learn
marketing capabilities from their foreign buyers located within the supplier’s home
markets has not been examined.

Fourth, a relational factor, guanxi network, was found to have a positive and
medium-sized effect on marketing capabilities in a study of 282 Chinese firms in the
consumer products industries (Gu et al. 2008). Two explanations were provided by
the authors regarding this effect. First, guanxi helps in nurturing goodwill and
cooperative norms among channel partners (Doney and Cannon 1997). As channel
members work closely together, firms can build effective distribution channels and
thereby improving their channel capability. Second, the guanxi network also enhances
a firm’s responsiveness to market changes by improving accessibility to quality
market information (Burt 1997; Coleman 1988). This suggests that good relationships
with channel members can help firms to acquire market information and distribute
products more effectively than competitors. The effect of buyer — supplier
relationships on the marketing capabilities of transition economy suppliers, however,

remains unknown.
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Another factor that was found to influence a firm’s marketing capabilities in

transition economies was the type of ownership. State-owned enterprises (SOEs)

showed a lower level of marketing capabilities than privatized firms in a study set in

Central Europe (Fahy ef al. 2000). This finding suggests that the inflexibility of SOE

hinders its ability to change, impeding the development of marketing capabilities

(Fahy et al. 2000).

Collectively, two unexamined factors including, learning orientation and

relationship quality with foreign partners, emerged from the literature as the potential

antecedents of transition economy suppliers’ marketing capabilities. To explore such

possibilities, the next section first reviews the literature on learning orientation,

followed by a review of the literature on the buyer-seller relationship quality.

Learning Orientation

A learning orientation is a set of organizational values that stimulates knowledge

creation, dissemination and utilization within an organization (Liu, Luo and Shi 2002;

Sinkula, Baker and Noordewier 1997). Firms with a learning orientation develop “a

culture amenable to learning” (Galer and Van Der Heijden 1992, p.11), and see the

value of learning as self-evident and axiomatic (Senge 1990). A learning orientation

influences the extent to which an organization is satisfied with its theory-in-use, and

therefore the extent to which proactive learning occurs (Sinkula et al. 1997). A
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learning orientation, as a result, affects the information that an organization attends to,

interprets, evaluates, and ultimately accepts or rejects (Argyris and Schln 1978;
Dixon 1992; Hedberg 1981).

Learning orientation has frequently been measured as an estimate of a
company’s degree of organizational learning and is usually assessed by examining
three organization values, including: commitment to learning, open-mindedness, and
shared vision (e.g., Day 1992; Senge 1990; Liu et al. 2002; Santos-Vijande, Sanzo-
Pérez, Alvarez-Gonzélez and Vazquez-Casielles 2005; Sinkula et al. 1997; Tobin
1993). Commitment to learning represents the fundamental value that an organization
holds toward learning (Sinkula et al. 1997). It therefore influences whether an
organization is likely to promote a learning culture. If an organization does not
encourage learning, little learning is likely to occur (Norman 1985; Sackman 1991).
Open-mindedness refers to the degree that an organization proactively questions long-
held routines, assumptions, and beliefs. The mental model within an organization
restricts an organization to the familiar ways of thinking and acting (Day and
Nedungadi 1994) and these models may not hold true as time goes by. Therefore, if an
organization does not question the long-held thinking, little learning would take place.
The final dimension of learning orientation is shared vision, which influences the
direction of learning, whereas commitment and open-mindedness influence the

intensity of learning (Sinkula et al. 1997). Shared vision provides a focus for learning
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that fosters energy, commitment, and purpose among organizational members (Day

1994). Without it, individuals are less likely to know what the organizational

expectations are, what outcomes to measure, or what theories-in-use are in operation

(Sinkula et al. 1997). Consequently, even if they are motivated to learn, they do not

know what to learn.

Learning Orientation and Marketing Outcomes

Marketing outcomes may be promoted when a firm has better knowledge about its

market environment. As a learning orientation affects an organization’s willingness to

obtain and disseminate relevant information, as well as taking appropriate actions

according to such information, it is likely to have positive effects on different

marketing outcomes. To explore such possibilities, effect sizes reported in published

research examining the association between learning orientation and various

marketing outcomes are summarized in Table 2.4. Again, effect size estimates were

adjusted for measurement error. The adjusted weighted mean effect size and the

confidence interval are presented in Figure 2.2.
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Table 2.4 Learning Orientation and Marketing Outcomes

Sample LO measures Effect Adjusted
Study Context size (@) Consequences (a) sizes (r) ES
Burpitt (2004) US 659 NA (0.88) New market entry 0.79 0.92
effort and revenue
(NA)
Sinkula et al. US 125 COMMIT, Market information 0.59 0.73
(1997) SV, OM (0.84) generation and
dissemination (0.78)
Keskin (2006)  Turkey 157 COMMIT, Firm innovativeness 0.46 0.62
SV, OM (0.82) (0.68)
Hult et al. [N 181 NA (0.85) Firm innovativeness 0.51 0.59
(2004) (0.88)
Wang et al. China 248 COMMIT, Customer value 0.49 0.59
(2006) SV, OM (0.82) (0.85)
Mavondo et Australia 227 COMMIT, Market orientation 0.48 0.58
al. (2005) SV, OM (0.82) (0.84)
Baker & US 411 COMMIT, New product success 0.43 0.49
Sinkula SV, OM (0.94) (0.83)
(1999)
Hult (1998) Worldwide 346 COMMIT, SV Customer 0.39 0.46
(0.79) satisfaction (0.92)
Calantone et US 187 COMMIT, Firm innovativeness 0.36 0.43
al. (2002) SV,OM, IKS  (0.89)
(0.77)
Hult et al. Worldwide 375 COMMIT, SV Customer orientation 0.31 0.36
(2000) (0.79) (0.94)
Liu et al. China 304 COMMIT, Marketing program 0.23 0.30
(2002) SV, OM (0.81) dynamism (0.73)

COMMIT: Commitment to learning; SV: shared vision/purpose; OM: open-mindedness; IKS:
intraorganizational-knowledge sharing; NA: Not available.

Figure 2.2 Effect Sizes (Cl 95%) of Learning Orientation and Marketing

0.8
0.7
Effect
size (radj) 0.6

0.5

0.4

Outcomes

T 0.69

® 0.57

- 045

-32-



Chapter 2. Literature Review
Several conclusions can be drawn from the results shown in Table 2.4 and Figure 2.2.

First, learning orientation has been consistently found to have a positive effect on
marketing outcomes, with an adjusted weighted mean effect size of 7,4 = 0.57 and a
Clos between r,4; = 0.45 and 0.69. The confidence interval indicates that the unknown
population effect may be medium to large-sized. These findings may be explained by
the conceptualization of learning orientation. Learning oriented organizations value
learning, and therefore, should enhance the quality and quantity of the acquisition and
dissemination of market information (Sinkula ef al. 1997). Organizations will also
respond to such information by taking appropriate actions such as changes in product
mix, brand mix, selling strategies and promotion strategies (Liu et al. 2002). Likewise,
Jaworski and Kohli (1993) regard the ability to sense and respond to markets as the
key elements of market orientation. In line with their conceptualization, learning
orientation is found to have positive associations with market orientation (Sinkula ez
al. 1997, Mavondo, Chimhanzi and Stewart 2005, Hult 1998 and Hult ef al. 2000) and
marketing program dynamism (Liu et al. 2002). Additionally, innovation implies the
generation, acceptance, and implementation of new ideas, processes and products
(Calantone, Cavusgil and Zhao 2002). As such, innovation should be related to the
company’s market knowledge development activities (Mavondo et al. 2005). This
explains the positive effects of learning orientation on innovativeness and new

product success being observed in previous studies (Hult, Hurley and Knight 2004;
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Calantone ef al. 2002). Overall, although learning orientation has been consistently

reported to have a positive effect on different marketing outcomes, its specific effect
on marketing capabilities is yet to be estimated.

Second, the relationship between learning orientation and marketing outcomes
has received little attention within transition economies. Only two studies in Table 2.4
tested this association in a transition economy context (China) and most of the studies
were conducted in the US (an open economy). Although learning orientation has been
found to have a positive effect in China in these two studies, the small number of
estimates identified will result in a very large confidence interval in transition
economies, reducing the precision of the estimate. Further studies reporting effect size
estimates in transition economies will expand our knowledge boundaries by
identifying a narrower confidence interval, improving the accuracy of the estimate for
the underlying population effect in the transition economy context.

Third, it is observed that the learning orientation scale developed by Sinkula ef
al. (1997), comprising commitment to learning, shared vision and open-mindedness,
has been used by most of the past studies measuring learning orientation. This scale,
additionally, has been validated by Liu et a/. (2002) in a transition economy context.

Collectively, a learning orientation is shown to have a potential to enhance
supplier’s marketing capabilities. The next section reviews the literature of another

potential antecedent of marketing capabilities, namely, the buyer-seller’s relationship
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quality.

Relationship Quality

Relationship quality is defined as an overall evaluation of the strength of a

relationship (De Wulf, Odekerken-Schroder and Iacobucci 2001; Garbarino and

Johnson 1999; Kaufman, Jayachandran and Rose 2006; Smith 1998). Although

research investigating inter-organizational relationships from an institutional

perspective often focuses merely on the presence or absence of relationships,

relationships may grow or dissolve (Dacin, Ventresca and Beal 1999; Kelley and

Thibaut 1978; Thibaut and Kelley 1959). Buyer-seller relationship quality may be

conceptualized in terms of a transactional/relational continuum (Dwyer, Schurr and

Oh 1987; Garbarino and Johnson 1999). Transactional exchanges are discrete buyer-

seller exchanges of a product or service for money, with minimal personal

relationship and no anticipation or obligation of future exchange (Dwyer et al. 1987,

Macneil 1980). In contrast, relational exchanges are characterized by cooperative

actions and mutual adjustments of the exchange parties, a sharing of benefits and

burdens of the exchange, and expectations of future exchanges (Dwyer et al. 1987,

Macneil 1980). Therefore, a high quality buyer-seller relationship can be

distinguished from an arms-length transaction in terms of the increased frequency and
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the embedding of exchange within a transactional history between known partners

(Dwyer et al. 1987).

Previous research conceptualizes relationship quality as a higher-order

construct consisting of several distinct, yet related, dimensions (De Wulf et al. 2001;

Hewett, Money and Sharma 2002). A detailed discussion of the measurement of

relationship quality is provided in Ch.4. Although there is no consensus on which

dimensions make up relationship quality, prior conceptualizations mainly emphasize

the critical importance of trust, satisfaction, opportunism, and continuity expectations

as indicators of relationship quality. Therefore, these aspects of relationship quality

are the focus of this study.

Trust

Drawing on the social psychology and marketing literature, trust is defined as the

perceived credibility and benevolence of a target of trust (Doney and Cannon 1997;

Ganesan 1994; Kumar, Scheer, and Steenkamp 1995; Larzelere and Huston 1980).

Trust refers to a party’s expectations that another desires coordination, will fulfil its

obligations, and will pull its weight in the relationship (Anderson and Narus 1986).

Trust is one of the indicators that has frequently been used to reflect the quality of a

relationship (e.g., Dwyer and Oh 1987; Hewett ef al. 2002; Johnson, Sohi and Grewal

2004; Kaufman et al. 2006; Luo, Griffith, Liu and Shi 2004; Yli-Renko, Autio and
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Spaienza 2001). Much research explores the importance of trust in interpersonal

dyads (e.g., Rotter 1967; Schlenker, Helm, and Tedeschi 1973). Some research,
however, shows that people can develop trust even in public institutions (Lewis and
Weigert 1985) or private organizations (Morgan and Hunt 1994). Therefore, the trust
literature suggests that customers can trust the supplier firm, its salespersons, or both
(Doney and Cannon 1997).

Among the four relationship quality indicators, trust has received the most
attention from researchers. Trust has been generally found to have a positive
relationship with various marketing outcomes. Although there are some studies
reporting effect size estimates of trust, only Corsten and Kumar (2005), Wu, Cavusgil
and Roath (2007) and Zhang, Cavusgil and Roath (2003) speculated the effect of trust
on marketing outcomes. In particular, Corsten and Kumar (2005) found a positive and
large-sized effect (7,4 = 0.59) of trust on supplier’s capability development using a
sample of 266 suppliers of a large retailer. A following study echoed their findings by
reporting a positive and large-sized effect (7,4 = 0.56) of trust on local market
competence using a sample of 142 US manufacturers who were actively engaged in
global market expansion (Wu ef al. 2007). Another study using a sample of 142 US
supplier-foreign distributor relationships also reported a positive but medium-sized
effect (r.q; = 0.47) of trust of supplier’s competitiveness in export market (Zhang et al.

2003). Although some studies did not hypothesize any relationship between trust and
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marketing outcomes, by looking at their correlation matrixes, trust has been reported

to have a positive and large-sized effect on marketing performance using a sample of
97 US electronic manufacturers and a sample of 97 Japanese electronic manufacturers
(Voss et al. 2006); a positive and small-sized effect on market orientation in a sample
of 179 US suppliers (Siguaw, Simpson and Baker 1998) and on competitive
advantage achievement in a sample of 321 buyer-supplier relationships (Jap and
Anderson 2003). Unlike the majority of past studies, trust has been found to have a
trivial effect on new product development in a sample of 180 young technology-based
firms in the UK (Yli-Renko et al. 2001) and a sample of 72 Greek firms from the
pharmaceutical and food industries (Brachos et al. 2007).

The weighted mean effect size of trust on marketing outcomes is 744 = 0.37
(Clos of ryq = 0.20 and 0.54), meaning that the true population effect is positive and
may be small to large-sized. The positive relationship between trust and marketing
outcomes may be explained in three ways. Firstly, a trusting relationship signals good
faith between the exchange partners and encourages cooperative behavior in the
pursuit of joint benefits (Anderson and Narus 1990; Morgan and Hunt 1994; Wu et al.
2007). A supplier who trusts a buyer is willing to make idiosyncratic investments,
such as investments in developing customized products and promoting marketing
efforts to meet the buyer’s needs (Wu et al. 2007). Trust is therefore a crucial factor in

regards to building market competence (Wu et al. 2007). Secondly, trust may lead to a

-38 -



Chapter 2. Literature Review
greater transparency in market intelligence between channel partners, which serve as a

credible signal of the partners’ marketing capabilities (Doney and Cannon 1997,

Zhang et al. 2003). From a transaction-cost perspective, self-enforcing safeguards

such as trust contribute to a more open and better exchange of information between

exchange partners (Corsten and Kumar 2005). A high level of trust would therefore

encourage the sharing of confidential market information and more meaningful

communications between partners, facilitating the learning of marketing capabilities

(Anderson and Narus 1990, 1986; Doney and Cannon 1997; Roath, Millerand and

Cavusgil 2002; Zhang et al. 2003). Thirdly, trust may also increase the perceived

truthfulness of knowledge, which enhances the absorption of tacit and sticky know-

how from an exchange partner (e.g., marketing skills), which in turns, facilitates

capabilities development (Corsten and Kumar 2005). Past studies reporting positive

relationships between trust and learning activities also lent support to this line of

reasoning (e.g., Brachos et al. 2007; Crosby et al. 1990; Dhanaraj, Lyles, Steensma

and Tihanyi 2004; Maltz and Kohli 1996; Selnes and Sallis 2003; Tsai and Ghoshal

1998; Yli-Renko et al. 2001).

Satisfaction

Satisfaction is defined as a positive emotional status resulting from an overall

evaluation of a firm’s business relationship with another firm (Anderson and Narus
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1984; 1990). Satisfaction towards an exchange partner is one of the characteristics of

a high quality relationship. Along with trust, satisfaction is frequently measured as
one of the dimensions of relationship quality (e.g., Crosby, Evans and Cowles 1990,
De Wulf et al. 2001; Jap 2007; Johnson, Sakano, and Onzo 1993).

Unlike trust, the effect of satisfaction on marketing is yet to be examined.
Only Jap and Anderson (2003) reported an effect size estimate (7,4 = 0.57) for the
link between satisfaction and competitive advantage achievement using a sample of
321 buyer-supplier relationships. Although Jap and Anderson (2003) did not speculate
on this linkage, the positive and large-sized effect signals a potentially important
effect of satisfaction on the acquisition of marketing capabilities. Satisfaction on a
channel partner’s performance may stimulate more cooperative behaviors such as
more opened communication and less conflicts. Consistent with this line of reasoning,
satisfaction was found to be positively related to mutual disclosure of information
(Crosby et al. 1990), partner’s cooperation (Anderson and Narus 1990; Jap 2001),
communication (Anderson and Narus 1990; Mohr, Fisher and Nevin 1996; Selnes
1998; Smith and Barclay 1997), and negatively related to the likelihood of conflict
(Anderson and Narus 1990; Crosby et al. 1990; Cullen et al. 1995; Griffith ef al.
2000). These factors are influential to knowledge acquisition, particularly in terms of
the learning of marketing capabilities. Because marketing capabilities are tacit

knowledge which can not be absorbed easily, multiple and high quality interactions
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between exchange partners are crucial for successful knowledge acquisition

(Evangelista and Hau 2009). If a firm is satisfied with its exchange partner, frequent

communications and knowledge exchanges between partners will be very likely, and

vice versa. The specific effect of satisfaction on the learning of marketing capabilities

is therefore an important, yet unattended, research area.

Opportunism

Opportunism is defined as “self-interest seeking with guile” (Williamson 1975, p.6).

It indicates the integrity of an exchange relationship (Dwyer and Oh 1987) and takes

various forms (Wathne and Heide 2000). It is generally viewed as meaning

misrepresentation, cheating and deception; and includes a range of behaviours such as

adverse selection, moral hazard, shirking, sub-goal pursuit, agency costs, and free

riding (Jap 2007; Williamson 1996a). An opportunistic partner is likely to violate both

explicit and implicit contracts (Williamson 1996a). Specifically, it may include

violation of promotion agreements (Murry and Heide 1998) and breach of distribution

contracts or any mutual agreements (Dutta, Bergen and John 1994; Masten 1988).

Opportunism can also manifest itself in the form of passive opportunism, where one

of the exchange parties purposely withholds critical information and fails to comply

with the relational norms of the partnership such as the sharing of cost and benefits
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(Eisenhardt 1989; Macneil 1980). Hence, a high quality relationship is characterized

by minimal opportunism.

As expected, opportunism has been found to be negatively related to market
competitiveness in a sample of 142 US manufacturer-exporters, with an estimate of
¥agi = -0.40 indicating a medium-sized effect (Wu et al. 2007). Consistent with their
finding, it has also been reported to have a negative correlation (7,4 = -0.12) with
competitive advantage achievement in a sample of buyer-supplier relationships (Jap
and Anderson 2003). Although the effect was small-sized, it showed that opportunism
is likely to have negative relationship with marketing capabilities. An opportunistic
partner concerns self-benefits rather than common benefits that arise from
collaboration (Khanna, Gulati and Nohria 1998; Madhok and Tallman 1998; Wu et al.
2007). It is therefore likely for an opportunistic partner to misinterpret contractual
terms deliberately to favour its self-interests, to withhold important market knowledge
to retain bargaining power in profit sharing or, to provide incomplete information, or
information that is misrepresentative of the situation (Eisenhardt 1989; Wu ef al.
2007). From the learning firm’s perspective, information obtained from an
opportunistic partner is suspected of being false, misleading, or manipulative and
therefore may not be internalized and would not lead to an improvement in marketing
skills (Corsten and Kumar 2005; Wu et al. 2007). Instead, these kinds of opportunistic

behaviours are likely to result in dissolution of channel relationship that eventually
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has detrimental effects on the competitiveness of both parties (Kumar and Nti 1998).

The specific effect of opportunism on marketing capabilities, however, is an effect

that is yet to be examined.

Continuity expectation

Continuity expectation reflects a firm’s perspective on the long-term viability of the

relationship (Jap 2007). When a firm expects a business relationship to continue in the

future, it is more willing to engage and invest in processes that will enhance the

relationship in the long run (Anderson and Weitz 1989; Heide and Miner 1992; Jap

2007). Continuity expectation therefore indicates the level of confidence that a

company holds on the exchange party, and, is one of the key indicators of relationship

quality. Without it, the exchange partner may adopt a short-term focus and refuse to

engage in activities that do not pay off quickly and with certainty (Jap 2007;

Williamson 1993). Furthermore, the expectancy to continue a business relationship

has frequently been included as one of the key elements of the relationship

commitment measure (e.g., Anderson and Wetiz 1992; Cullen, Johnson and Sakano

1995; Griffith, Hu and Ryans 2000; Kim and Frazier 1997; Nielson 1998; Siguaw et

al. 1998; Tsang et al. 2004).

Similar to the literature on satisfaction, there is no study to date investigating

the effect of continuity expectation on marketing outcomes. Nonetheless, two
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previous studies reported effect size estimates of continuity expectation. In a sample

of 367 purchasing managers and buyers of a multinational corporation’s international
strategic business units, Hult e al. (2000) reported a positive and large-sized effect
(7aqi = 0.58) of continuity expectation on customer orientation. In another study using
a sample of 321 buyer-supplier relationships, Jap and Anderson (2003) reported a
positive and large-sized effect (7.4 = 0.77) of continuity expectation on
competitiveness advantage achievement. Taking these findings together suggest an
unexamined effect on marketing capabilities. An exchange partner who expects to
continue a relationship with a partner firm would be more motivated to meet or
exceed the requirements provided by the partner, which is likely to result in customer
orientation (Siguaw et al. 1998). Furthermore, if a partner expects a relationship to
continue, it is more likely for the partners to have more frequent and quality
discussions regarding their future collaboration. The partners may also share their
knowledge more openly with each other to achieve better performance from the
collaboration. Since the acquisition of tacit and non-codified knowledge (e.g.,
marketing capabilities) takes time to complete (Evangelista and Hau 2009), a long-
lasting relationship would be beneficial to the acquisition of tacit knowledge. Hence,
continuity expectation is likely to be positively related to the learning of marketing
capabilities. Although this specific effect is yet to be examined, previous studies

reporting positive relationships between continuity expectations with knowledge
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acquisition (Tsang et al. 2004), relational learning (Selnes and Sallis 2003), and

information exchange (Heide and Miner 1992) shed light on this possibility.

Relationship quality and marketing outcomes

In the relationship marketing literature, relationship quality has been identified as an

antecedent of business performance (e.g., Crosby et al.1990; Hewett ef al. 2002; Luo

et al. 2004). For instance, high relationship quality has been found to be positively

related to product performance (Kaufman et al. 2006). Using a sample of 205 buyer-

seller relationships identified from two grocery retailers in the United States,

Kaufman et al. (2006) found the quality of manufacturer-retailer relationships was

positively correlated with product attractiveness (» = 0.58). Kaufman et al. (2006)

argued that under a high quality buyer-seller relationship, the buyer would rely on the

manufacturer’s expertise when evaluating the product’s attractiveness, resulting in a

positive and large-sized correlation.

Another plausible explanation for this positive relationship is that

manufacturer involved in high quality relationships with retailers may be more able to

get access to the market information held by the retailers/buyers. Incorporating such

information into product design may therefore increase the product attractiveness to

the buyers. However, whether the quality of a buyer-supplier relationship facilitates a

channel partner’s learning of marketing capabilities is a question that remains

- 45 -



Chapter 2. Literature Review
unexamined. To fill this research gap, this study focuses on the relationships linking

transition economy suppliers and their multinational buyers (who have business
operations in the supplier’s home market) to investigate the effects of relationship
quality on a supplier’s learning of marketing capabilities. To generate some insights
for this research area, effect size estimates for the link between the four relationship
quality indicators and different marketing outcomes published in extant research are
summarized in Table 2.5. To minimize sampling error, multiple effect size estimates
obtained from a single sample were averaged before calculating the adjusted weighted

mean effect size. The Clos is presented in Figure 2.3.
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Table 2.5 Relationship Quality Indictors and Marketing Outcomes

Sample RQ Marketing outcomes Effect Adjusted
Study Context size (a) (a) sizes (r) ES
Trust
Voss et al. us 97 0.88  Marketing performance 0.67 0.78
(2006) (NA)
Voss et al. Japan 97 0.88  Marketing performance 0.55 0.64
(2006) (NA)
Corsten & NA 266 0.83  Capability development  0.52 0.59
Kumar (2005) (0.93)
Wu et al. (2007) US 142 0.86  Local market 0.46 0.56
competence (0.78)
Zhang et al. US 142 0.75 Competitiveness in 0.39 0.47
(2003) export market (0.91)
Jap and NA 321 0.91 Competitive advantage 0.21 0.24
Anderson achievement (0.82)
(2003)
Siguaw et al. US 179 0.87  Market orientation 0.19 0.27
(1998) (0.56)
Yli-Renko et al. UK 180 0.73  New product -0.08 -0.10
(2001) development (NA)
Brachos et al. Greece 72 0.84 NPD (NA) 0.03 0.04
(2007)
Satisfaction
Jap and NA 321 0.88  Competitive advantage 0.57 0.67
Anderson achievement (0.82)
(2003)*
Opportunism
Wu et al. (2007) US 142 0.88  Competitiveness in -0.36 -0.40
export market (0.91)
Jap and NA 321 0.90  Competitive advantage -0.10 -0.12
Anderson achievement (0.82)
(2003)
Continuity expectation
Jap and NA 321 0.84  Competitive advantage 0.64 0.77
Anderson achievement (0.82)
(2003)
Hult et al. World- 375 0.86  Customer orientation 0.52 0.58
(2000)" wide (0.94)

a: Scale reliability; NPD: New product development; NA: Not available; “Satisfaction was termed as
evaluation of performance; *Continuity expectation was termed as commitment.
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Figure 2.3 Effect Sizes (Cl 95%) of Relationship Quality Indicators and
Marketing Outcomes
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According to the results summarized in Table 2.5, the combined effect of different
relationship quality indicators can be expressed as an adjusted weighted mean effect
size of 7adj = 0.44 and Clos r4q; = 0.30 to 0.58. Several conclusions can be drawn from
these results. First, just a few effect size estimates are summarized in Table 2.5,
meaning not much work has been done on this research area despite its potential
importance. Current knowledge on the effect of relationship quality and marketing
capabilities is therefore very limited. It is worth noting that none of the studies were
conducted in transition economies, spotting at a knowledge gap. Second, the positive
adjusted weighted mean effect size indicates that relationship quality has a positive
effect on marketing outcomes. This is in line with the expectation based on the
preceding literature review. Third, the medium-sized weighted mean effect suggests
that relationship quality is likely to have a substantial effect on marketing capabilities.

Finally, the Clos covers a range of effects from medium to large-sized. Such a wide

- 48 -



Chapter 2. Literature Review
interval is because of the small number of studies reporting effect size estimates. It

may also reflect the operations of moderators. The cultural distance between

multinational buyers (knowledge transferor) and transition economy suppliers (the

learner) may be a potential moderator on the relationship quality — marketing

capabilities linkage. The next section reviews the cultural distance literature relevant

to its relationship with marketing outcomes or learning activities.

Cultural Distance

Cultural distance quantifies the degree of cultural difference between two groups

(Kogut and Singh 1988; Morosini, Shane and Singh 1998; Shenkar 2001), and is

defined as the resulting magnitude of various culture-based factors (e.g., languages,

values, norms or meaning) that impede the flow of information between partners from

different cultures (Johanson and Vahlne 1997). Accordingly, cultural distance has

been generally hypothesized to increase the difficulty, cost and risk associated with

interactions between different cultural parties (Bjorkman, Stahl and Vaara 2007).

The effects of cultural distance have received much attention in the strategic

alliance and internal joint venture (IJV) literature. This body of research generally

suggests that cultural distance creates difficulties and challenges for managers,

leading to more time being spent on communication, on design of compatible work

routines, and on the development of common managerial approaches (Olk 1997;
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Parkhe 1991; Simonin 1999). The potential moderating effect of cultural distance on

the relationship between relationship quality and marketing capabilities, however, has
not been studied. To glean some insight into this relationship, studies providing effect
size estimates regarding cultural distance effects on knowledge acquisition are
discussed below.

Evangelista and Hau (2009) reported a negative association between cultural
distance and knowledge acquisition in their study of 219 IJVs in Vietnam (7,4 = -
0.13). These authors proposed that cultural distance promotes the misinterpretation of
values and non-verbal cues between venture partners (Evangelista and Hau 2009).
These misunderstandings break the loop of experiential learning and feedback that is
crucial to the acquisition of tacit knowledge, and in turn, harm the relationship and
cause partners to become unwilling to interact and share knowledge (Evangelista and
Hau 2009; Hennart and Zeng 2002).

Similarly, Simonin (1999) found that difference in national cultures is
positively related to knowledge ambiguity (7,4 = 0.11) in his study of 151 strategic
alliances in the US. Researchers generally propose that cultural differences between
exchange partners can significantly impact all aspects of collaboration, including
information flows (Lyles and Salk 1996), the process of knowledge management
(Tiemessen, Lane, Crossan and Inkpen 1997), and knowledge transfer (Mowery,

Oxley and Silverman 1996). Language difference, which contributes to cultural
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difference, raises barriers for understanding partners, as a lack of fluency in a

partner’s native language may not only restrict the accessibility to tacit knowledge,
but may also hinder the acquisition of well-codified knowledge (Simonin 1999).
Furthermore, marketing know-how intrinsically rests on the ability of managers to
identify and fulfil customer needs and desires. It is therefore strongly embedded in
cultural understanding (Simonin 1999). Cultural distance, consequently, obstructs a
partner’s ability to learn from its foreign partner.

In another study using a sample of 201 IJVs in Hungary, Lyles and Salk (1996)
found that cultural distance only had a trivial effect on knowledge acquisition (7,4 =
0.06). Although the effect was just trivial and may be resulted from sampling
selection, it simultaneously suggests that cultural distance may not necessarily hamper
learning activities as predicted by the traditional views in the preceding discussion
(Lyles and Salk 1996; Mowery ef al.1996; Simonin 1999; Tiemessen et al.1997).
Instead, it may also imply complementary sets of capabilities being carried by a
knowledge transferor who is culturally different.

A recent study in the international acquisition literature examined the
moderating effect of cultural distance on acquisition performance (Reus and Lamont
2009). In their study of 118 international acquisitions made by the US firms, Reus and
Lamont (2009) found that cultural distance not only reduced the extent of

communication between the combining firms, but also strengthened the positive effect
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of communication on acquisition performance. The authors explained that cultural

distance, on the one hand, would result in different styles and expectations in

communications between partners, making it more difficult for partners to interact and

share ideas, therefore hindering communication (Reus and Lamont 2009; Singelis and

Brown 1995). On the other hand, cultural distance between partners could also be

viewed as a potential for enriching the newly combined firms with unique capabilities

(Reus and Lamont 2009). In the international acquisition context, acquiring another

firm provides the parent firm with opportunities to learn more different routines and

capabilities embedded in distinct national cultures (Barney 1988; Ghoshal 1987;

Morosini ef al. 1998). Cultural distance was therefore found to augment the positive

effect of communication on acquisition performance through expanding the

knowledge boundaries of the combining firms (Gomez-Mejia and Palich 1997; Reus

and Lamont 2009). Similarly, in the relationships linking transition economy suppliers

with multinational buyers, the cultural distance between them may indicate a potential

for the suppliers to learn complementary sets of marketing capabilities processed by

the buyers. Hence, in a high quality relationship where communications and

interactions are open and frequent, cultural distance is likely to augment the positive

effect of relationship quality on suppliers’ learning of marketing capabilities. Against

this background, this study attempts to examine an effect which has received very
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little attention in the literature, namely, the moderating effect of cultural distance on

the link between relationship quality and marketing capabilities.

Conclusion

The literature relating marketing capabilities with firm performance, learning

orientation, buyer-seller relationships, and cultural distance has been reviewed in this

chapter. Two factors, namely learning orientation and buyer-seller relationships, have

been discussed as potential antecedents to the development of marketing capabilities.

In addition, the literature examining the effects of cultural distance on knowledge

acquisition has been reviewed. In general, marketing capabilities have been found to

have positive effects on firm performance. Both learning orientation and the quality of

buyer-seller relationships are generally expected to improve marketing outcomes.

Furthermore, cultural distance is likely to imply the learning potential inherent in a

buyer-supplier relationship in transition economies. Implications for the results

observed from the literature were also discussed in the light of effect sizes and

confidence intervals. The research gaps identified in this chapter serve as the

foundation for the development of hypotheses in the next chapter.
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Chapter 3. Conceptual Development

The aim of this study is to investigate those factors affecting transition economy
suppliers’ ability to learn or acquire marketing capabilities. In the last chapter, the
extant literature relating to the antecedents and consequences of marketing
capabilities was reviewed. Past research generally shows that marketing capabilities
are positively associated with business performance in both open and transition
economies. However, transition economy suppliers tend to lack marketing capabilities.
From the literature, three factors were identified as potentially affecting a supplier’s
ability to learn or acquire marketing capabilities including: their learning orientation,
the quality of their relationships with multinational buyers, and the cultural distance
separating them from their multinational buyers. In this chapter the linkages between
these factors and marketing capabilities are developed and expressed in hypothesis
form. A conceptual model showing these relationships is presented in Figure 3.1.

Figure 3.1 Conceptual Framework

Cultural
distance
Hy Market
Relationship H; H, performance
quality
Marketing Hip R Product
Hj capabilities performance
Learning H.
orientation Overall
performance
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Marketing Capabilities and Business Performance

The fundamental premise of the marketing capabilities literature is that firms that are

better at marketing will enjoy superior performance (Day and Wensley 1988;

Greenley and Oktemgil 1997; Porter 1980). Marketing capabilities should contribute

to firm performance in at least three ways. First, a firm’s marketing capabilities are

likely to be positively related to market performance. A company’s market

performance is reflected by its market share, sales growth, its ability to attract new

customers and increasing sales to existing customers. A firm with marketing

capabilities would be able to gather and respond to market information (e.g., customer

preferences and competitor’s marketing activities) quicker than counterparts without

marketing capabilities (Day 1994; Menon and Varadarajan 1992; Vorhies and Morgan

2005). Obtaining timely market information is crucial for a company to identify

profitable market segments and to expand into that segment effectively (i.e., increase

market share and attract new customers). Moreover, marketing capabilities also

promote a company’s ability to strategically develop marketing programs that will

arouse customers’ awareness significantly, and to advertise through channels that will

reach target customers effectively. Additionally, superior ability to acquire customer’s

information such as their consumption behavior and demographic information is

helpful to identify ways to increase sales to existing customers. In transition

economies where customer preferences are evolving, the companies which are more
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able to capture and respond to such market signals will be more likely to attract and

retain customers, leading to growth in sales and market share. Hence, marketing

capabilities are hypothesized to be positively linked with market performance.

Second, marketing capabilities will also be positively related to a firm’s

product performance. Distinct from market performance, product performance

describes the performance of the company’s products in terms of quality and

reliability, product design and performance, value for money and the company’s

manufacturing capabilities. Sales growth and market share are excluded from

assessments of product performance. Since the skills of marketing increase the

likelihood of a company being able to determine customer needs and wants accurately

(Cooper and Kleinschmidt 1987; Weerawardena and O’Cass 2004), marketing

capabilities enable a company to incorporate such information into the product

development processes. The resulting product design and quality are therefore more

likely to be compatible with current and future customer preferences. A company with

marketing capabilities will also have good senses of competitor’s product offerings

and their technological features. These senses may not only improve the product’s

design, quality and reliability, but may also improve the company’s overall

manufacturing capabilities. Moreover, companies with marketing capabilities are

more able to establish and maintain distribution channels more efficiently and

effectively (Vorhies and Morgan 2005; Weitz and Jap 1995), leading to cost savings
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in channel management. This will, in turn, allow companies to set lower prices. Since

a company with marketing capabilities would set their product prices with reference
to competitors, the resulting product price is likely to be perceived as offering greater
value to customers compared to rivals’ offerings. In the context of transition
economies, where the market condition is turbulent and technological development is
evolving, companies with marketing capabilities are more likely to deliver products
that satisfy customer needs better than competitors without these capabilities. Hence,
marketing capabilities are hypothesized to be positively linked with product
performance.

Finally, marketing capabilities are also likely to enhance overall performance
in addition to market and product performance. Overall performance is an assessment
of the general performance of a company and may be reflected by the extent of a
manager’s satisfaction on the company’s overall performance, the extent that the
overall performance exceeds the manager’s expectations and that it exceeds major
competitors’ overall performance. The positive link of marketing capabilities and
overall performance may be explained using both resource-based theory and dynamic
capability theory. According to the resource-based theory, a company with more
resources (including capabilities) compared to competitors will enjoy better
performance (Barney 1991; Day 1994; Fahy et al. 2000; Grant 1996; Tsai and Shih

2004; Wernerfelt 1984). As marketing capabilities are embedded in organizational
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experience and practices, these skills are hard to be codified and imitated by

competitors (i.e., firm-specific), contributing to the development of a competitive

advantage and improving overall performance (Evangelista and Hau 2009; Morgan et

al. 2009; Vorhies and Harker 2000). This theory, however, recently faced criticism for

its failure to consider the dynamic market conditions (Lengnick-Hall and Wolff 1999;

Morgan et al. 2009). Recent studies have therefore attempted to explain the positive

relationship between marketing capabilities and overall performance using dynamic

capability theory (e.g., Eng and Spickett-Jones 2009; Morgan et al. 2009). This theory

postulates that a company’s ability to combine and transform available resources in

innovative ways and to implement new strategies to reflect the dynamic market

environments will drive overall performance (Eisenhardt and Martin 2000; Morgan et

al. 2009; Teece et al. 1997). Companies with marketing capabilities are more likely to

possess quality market information, increasing the accuracy of sales forecast. These

forecasts facilitate managers to set reasonable business objectives at the beginning of

a year. Furthermore, staff will be able to make detailed business plans and to take

prompt and accurate actions in response to market contingencies. As marketing

capabilities enable companies to acquire and deploy market knowledge in response to

the dynamic market conditions (Madhavan and Grover 1998; Morgan ef al. 2009), it

is likely to have positive relationship with overall performance. In transition

economies where market competition is increasing and the scattered local markets are
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interconnected by less developed and ill-coordinated infrastructure and logistics

(Ambler, Styles and Wang 1999; Davies and Walters 2004; Gu et al. 2008), firms

with marketing capabilities are expected to manage their channel more effectively

than their counterparts who are less capable in marketing. Consequently, marketing

capabilities are hypothesized to be positively linked with overall performance in this

study. To conclude, the positive link between marketing capabilities and various

performance indicators are expected to hold in transition economies. Hence:

H,: Marketing capabilities will be positively associated with (a) market

performance, (b) product performance and (c) overall business performance.

Learning Orientation and Marketing Capabilities

One possible way for the transition economy suppliers to advance their marketing

capabilities is by adopting a learning orientation within their organizations. A

motivation to learn has been found to be a critical antecedent of a number of

organizational learning activities (Brachos et al. 2007; Burpitt 2004) and various

marketing outcomes (Baker and Sinkula 1999; Calantone et al. 2002; Hult 1998;

Keskin 2006; Liu ef al. 2002). Two reasons explain these findings. First, a learning

orientation stimulates enduring learning activities in organizations. Schein (1992)

suggested that a learning oriented culture operates as a self-sustaining learning system.

Garvin (1993) asserted that learning could only occur in organization where it is
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strongly encouraged and highly valued. Nevis, DiBella and Gould (1995) further

noted that the nature of learning and the way in which it occurs are determined by the

organization’s orientation. An orientation of learning could cultivate a consensus

among the organizational members with respect to issues of competency enhancement

and organizational improvement. With this consensus, organizational members are

stimulated to continually strive for new approaches and acquire, as well as share,

knowledge consequential to interactions with environments (Argyris 1977, 1991; Liu

et al. 2002). A learning orientation may also avoid organizational members from

hiding and failing to transfer valuable knowledge (Brachos ef al. 2007; Tsai and

Ghosal 1998).

Second, a learning orientation is likely to enhance marketing capabilities

through stimulating its operative dimensions. As a learning orientation promotes an

organization’s motivation to learn, it will trigger business activities such as

acquisition and dissemination of market information, and consequently affect an

organization’s ability to take appropriate actions in respond to the market environment

(Sinkula et al. 1997; Santos-Vijande et al. 2005). In practical sense, companies which

are more learning oriented will be more able to sense the market, and based on this

market knowledge to modify their product designs and prices, and implementing

effective promotional strategies. Consequently, a learning oriented company is

expected to demonstrate advanced marketing capabilities compared to their less
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learning oriented counterparts. In line with this logic, previous studies have revealed

positive associations between learning orientation and market orientation (Mavondo et

al. 2005; Sinkula et al. 1997), customer orientation (Hult 1998; Hult et al. 2000) and

marketing program dynamism (Liu et al. 200).

In the context of buyer-seller relationships linking transition economy

suppliers with multinational buyers, suppliers’ learning orientation will be particularly

relevant to their learning of marketing capabilities. Researchers have noted the

importance of the existence of knowledge for learning to be successful (Cohen and

Levinthal 1990; Dyer and Singh 1998), which is a problem that transition economy

suppliers face. Since marketing capabilities are expected to enhance business

performance, organizations must pay attention on avoiding this proprietary market

knowledge to leak out to other firms. Marketing capabilities, furthermore, are

embedded in an organization’s business routines and are hard to codify, suppliers are

thus unlikely to learn these capabilities from competitors even if they have a learning

orientation. In contrast, a buyer-seller relationship provides a channel for information

exchange between channel partners. Transition economy suppliers are more likely to

learn from their multinational buyers because in the routine execution of the supply

agreement, multinational buyers will necessarily provide the suppliers with

proprietary information about customer needs, price levels, product designs, rivals’

substitutes, and so forth. The transition economy suppliers should therefore have more
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opportunities to glean intelligence relating to new technologies and changing market

conditions compared to those who do not have such customer links (Ellis 2005).
Given that the suppliers are exposed to the source of market knowledge in a buyer-
seller relationship, a more learning oriented transition economy supplier should be
more proactive in acquiring and utilizing market intelligence from the buyers, and
should therefore benefit in terms of superior marketing capabilities compared to a less
learning oriented supplier. To conclude, the causal relationship linking supplier’s
learning orientation with marketing capabilities in transition economies can be
expressed formally, as follows:

H;: In the context of exchange relationships linking transition economy

suppliers with multinational buyers, there will be a positive relationship

between suppliers’ learning orientation and their marketing capabilities.

Relationship Quality and Marketing Capabilities

Another factor that is likely to affect suppliers’ learning of marketing capabilities in
transition economies is the quality of their relationships with multinational buyers.
This linkage may be explained using social capital theory, which posits that relational
ties can be leveraged to facilitate actions and to achieve a competitive advantage
(Adler and Kwon 2002; Burt 1997; Leana and Van Buren 1999). Similarly, high

quality buyer-supplier relationships should facilitate the suppliers’ learning of
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marketing capabilities by encouraging business activities relevant to knowledge

exchanges and combination of existing intellectual resource with its multinational

buyers (Nahapiet and Ghoshal 1998; Yli-Renko ef al. 2001). Consistent with this

prediction, different relationship quality indicators have been found to be positively

associated with various learning activities such as knowledge acquisition (Tsang et al.

2004; Yli-Renko et al. 2001), knowledge transfer (Dhanaraj et al. 2004; Ramasamy ef

al. 2006), disclosure of information (Crosby et al. 1990), resource exchange (Tsai and

Ghoshal 1998) and relational learning (Selnes and Sallis 2003). In particular,

relationship quality may facilitate the supplier’s learning of marketing capabilities in

at least three ways.

First, in a high quality relationship, a high level of trust and satisfaction signal

a good faith between exchange partners, stimulating more frequent and closer social

interactions (Mohr ef al. 1996; Selnes 1998; Smith and Barclay 1997) and more open

and meaningful communications between exchange partners (Anderson and Narus

1986; Corsten and Kumar 2005; Doney and Cannon 1997; Roath ef al. 2002; Zhang et

al. 2003). A high intention to continue a business relationship should stimulate

cooperative behaviours (Anderson and Narus 1990; Morgan and Hunt 1994; Wu et al.

2007); while a low level of opportunism of the multinational buyer should reduce

conflict (Crosby et al. 1990; Cullen et al. 1995; Griffith et al. 2000). Frequent and

meaningful communications will possibly facilitate supplier’s acquisition of timely,
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quality and complete market intelligence from their buyers (Corsten and Kumar 2005;

Eisenhardt 1989; Lane and Lubatkin 1998; Wu ef al. 2007), facilitating the

implementation of effective marketing strategies and enhancing a firm’s

responsiveness to changing customer preferences (i.e., greater marketing capabilities).

Second, a high quality buyer-seller relationship is expected to facilitate

suppliers’ acquisition of tacit knowledge (e.g., marketing capabilities) because

common goals and norms are developed between the buyers and suppliers when they

are in good relationships (Nahapiet and Ghoshal 1998; Tsai and Ghoshal 1998). These

goals and norms are likely to motivate transition economy suppliers to work closely

with their multinational buyers to expand their businesses (Gu et al. 2008; Heide and

John 1992). In high quality relationship, buyers and suppliers are also likely to have

constructive dialogues and to share confidential information with an aim of improving

mutual business performance (Anderson and Narus 1990; Doney and Cannon 1997;

Morgan and Hunt 1994; Selnes and Sallis 2003; Wu et al. 2007). These activities will

increase the likelihood of the suppliers to expose to the tacit knowledge (e.g.,

marketing know-how) embedded in the organizational routines of the buyers (Corsten

and Kumar 2005), increasing their opportunities to learn marketing capabilities.

Third, a high quality exchange relationship may improve transition economy

suppliers’ marketing capabilities by increasing suppliers’ extent of customer focus on

their multinational buyers. Suppliers who trust and satisfy with their buyers may be
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more willing to make idiosyncratic investments according to the buyers’ needs and

requests, such as developing customized products and promoting marketing efforts

(Siguaw et al. 1998; Wu et al. 2007). Moreover, if a supplier wants its relationship

with a multination buyer to last long, the supplier is likely to proactively learn from

their buyers and to develop products that meet or exceed their buyer’s expectations

(Siguaw et al. 1998). Contrastingly, suppliers will be less likely to respond to the

requests made by an opportunistic buyer because the real objectives behind such

requests are possibly to maximize the buyer’s own benefits (Williamson 1996b; Wu et

al. 2007). Since the level of marketing capabilities indicates a firm’s ability to deliver

superior products to customers compared to competitors, it is expected that a high

quality relationship would nurture supplier’s marketing capabilities. In line with this

logic, several positive linkages between different relational factors and marketing

outcomes have been identified in the literature (Corsten and Kumar 2005; Hult ef al.

2000; Jap and Anderson 2003; Wu et al. 2007; Zhang et al. 2003).

To conclude, transition economy suppliers who are engaged in high quality

relationships with their multinational buyers will be more likely to acquire both

explicit and tacit market knowledge from their buyers. These suppliers will also have

a compelling incentive to learn from and respond to their multinational buyers, which

in turn, nurtures the marketing capabilities of the suppliers. Therefore:
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Hj;: The quality of an exchange relationship linking transition economy

suppliers with multinational buyers will be positively related to the suppliers’

marketing capabilities.

The Moderating Role of Cultural Distance

Relationship quality may affect suppliers’ ability to learn marketing capabilities.

However, this effect will likely be moderated by the cultural distance separating

suppliers from their multinational buyers. In the literature, cultural distance has been

argued to exert diverse effects on learning. One view holds that cultural distance

hampers learning as it inhibits learning. This view emphasizes the unique

characteristics of cultures that complicate acquisition and exploitation of resources

(Luo 2002). For instance, the unfamiliarity of exchange partners’ cultures would

complicate the identification and interpretation of knowledge embedded in the

partner’s organization (Dhanaraj et al. 2004; Reus and Lamont 2009). Accordingly,

cultural distance has been found to be positively related to knowledge ambiguity

(Simonin 1999) and negatively related to the understandability of knowledge (Reus

and Lamont 2009). In addition, cultural distance adversely affects the extent of

communication between exchange partners. It has been found that people from

distinct cultures have different styles and expectations in the communication process

(Singelis and Brown 1995). For instance, a large power distance culture is
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characterized by centralized communication while a small power distance culture

typically prefers decentralized communication (Hofstede 2001). Furthermore,

research on cross-cultural communication has found that individualistic cultures tend

to encourage self-expression, whereas collectivistic cultures encourage listening and

empathy in children (Singelis and Brown 1995). Differences in cultures are likely to

lead to misunderstanding and conflict between the partners, thereby reducing

cooperative behaviors and inhibiting communication, and consequently, hamper

learning (Lyles and Salk 1996; Simonin 1999; Tiemessen et al. 1997). Previous

studies reporting negative associations between cultural distance and communication

(Reus and Lamont 2009) and knowledge acquisition (Evangelista and Hau 2009) are

consistent with this line of reasoning.

However, an alternative view proposes that cultural distance signals

opportunities to learn because there is less to learn from partners who are similar to

each other. Since organizational routines and practices are shaped by the national

cultures of firm founders and the national circumstances of their foundation, cultural

distance is expected to be associated with heterogeneous knowledge (Pettigrew 1979;

Larsson and Finkelstein 1999; Reus and Lamont 2009). It has been suggested in the

international acquisition literature that cultural distance represents more diverse

capabilities, viewpoints and information regarding different business solutions

(Birkinshaw 1997; Gomex-Mejia and Palich 1997; Tihanyi, Gruffuth and Russell
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2005). Through acquisition, firms will have the opportunities to learn the unique

routines and capabilities that are complementary to them (Barney 1988; BjlIrkman et

al. 2007; Ghoshal 1987; Morosini ef al. 1998). Thus, cultural distance signals learning

opportunities.

The common theme in this research is that cultural distance effects are indirect.

It is important to note that the effects of cultural distance on learning cannot be

realized if conditions for learning are not provided. Consistent with the view taken

here is that learning is primarily determined by factors operating at the level of the

firm (e.g., learning orientation) and its relationships with exchange partners (i.e.,

relationship quality).

Yet cultural distance is likely to be relevant to the exchange of information

between multinational buyers and transition economy suppliers. As long as the

relationship is high quality, increasing cultural distance will have positive effect on

suppliers’ learning. The argument here is that the quality of buyer-supplier

relationship will likely affect the extent that suppliers can get access to the valuable

pool of critical organizational routines and practices of the buyers (e.g., increase

frequency and quality of communication), while cultural distance is anticipated to

affect the amount of new knowledge available to the suppliers when they are able to

access buyers’ knowledge source (i.e., the learning potential). Hence, when two

suppliers are engaged in the same quality level of buyer-supplier relationships, the
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supplier selling to a more culturally distant buyer is likely to reap more benefits from

being exposed to more different sets of knowledge and capabilities, leading to an
improvement in marketing capabilities. The moderating effect is expected to be
positive in this study because the countries which are more culturally distant from
China are generally more developed markets (e.g., the US, Australia and Sweden) and
the buyers from these countries are likely to possess more advanced marketing
capabilities. Additionally, if the relationship is low quality, suppliers will have fewer
opportunities to learn marketing capabilities from their buyers, making cultural
distance less of a factor. Hence,

Hj: Cultural distance strengthens the positive relationship between relationship

quality and the transition economy suppliers’ marketing capabilities.

Conclusion

The proposed conceptual framework presented in Figure 3.1 evolved from the
literature reviewed in Chapter Two. The model depicts the relationships between
marketing capabilities and different aspects of business performance in transition
economies. Testing of these hypotheses is aimed at furthering our understanding of
the possible effects of marketing capabilities on various performance measures in the
context of transition economies. As marketing capabilities are predicted to be

positively related to business performance in transition economies, the central aim of
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this study is to identify the factors affecting supplier’s marketing capabilities in this

context. Both suppliers’ learning orientations and the quality of their relationships

with multinational buyers are expected to have positive effects on suppliers’ learning

of marketing capabilities. The positive association between relationship quality and

marketing capabilities, furthermore, is expected to be strengthened by the cultural

distance separating the multinational buyers and transition economy suppliers.

The hypotheses developed in this chapter were tested using survey data

collected in mainland China. The methods used for this study are discussed in the

chapter.

-70 -



Chapter 4. Methodology
Chapter 4. Methodology

The aim of this study is to investigate those factors that affect transition economy

suppliers learning of marketing capabilities from their multinational buyers. Several

hypotheses which are relevant to the research problem were advanced in Chapter

Three. The methodology used to test these hypotheses is described in this chapter.

Discussions of research design, statistical power and required sample size and

descriptions of sampling and data collection are provided. Details regarding the

choice of the measurement scales and discussions of the reliability and validity of the

measures used in this study are also presented in the latter part of this chapter.

Research Design

To test the hypotheses developed in Chapter Three, data were collected by conducting

personal interviews using a bilingual questionnaire (simplified Chinese and English)

in China. The unit of analysis was the exchange relationship linking Chinese suppliers

with multinational buyers (i.e., a manufacturer-supplier). Target respondents were the

sales or marketing managers or the CEOs of the indigenous manufacturing firms

because they (1) were involved in formulating or implementing marketing strategies,

(2) were knowledgeable regarding their firm’s relationships with the particular buyers

and, (3) were knowledgeable regarding the business environment and the business

performance of their firms.
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Others have noted Chinese managers’ fears of leaking proprietary information

to strangers have contributed to the reluctance of Chinese managers to complete mail

questionnaires (Siu 1996; Zou et al. 2003). Accordingly, mail surveys have been

commonly found to generate low response rate. Therefore, different ways of data

collection have been used by researchers conducting surveys in China with an aim to

increase the response rate. The methods of data collection include: personal

interviews (e.g., Gu et al. 2008; Liu et al. 2002; Luo, Slotegraaf and Pan 2006;

Ramasamy et al. 2006), telephones calls and personal delivery and pickup of

questionnaires (Zou et al. 2003), and mail surveys in collaboration with government

agencies or business associations (Calantone, Schmidt and Song 1996; Eng and

Spickett-Jones 2009; Yiu, Lau and Bruton 2007).

In essence, the literature suggests that increasing personal involvement in the

data collection process can improve the response rate in China. It may also get a high

response rate via mail surveys if the researchers first gain support from government or

business associations. In this study, however, personal interviews were conducted in

preference to mail-surveys because face-to-face interviews with respondents can

increase their willingness to talk to the researcher more openly. This is important

because this increase the reliability of their responses and the findings will be more

able to reflect the true population effects. Such method also allows collection of
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respondents’ comments regarding the research area, which were incorporated in the

discussion chapter in this thesis.

Sampling plan

The sampling frame was defined as Chinese manufacturer-suppliers, earning less than

50 percent of their total sales from export (to minimize the effect of export activities

on a supplier’s marketing capabilities) and able to identify one important

multinational buyer operating in China. As there is a lack of suitable sampling frame

in China which identifies the Chinese suppliers of multinational buyers in advance,

potential respondents were identified via meetings at trade fairs held in Guangzhou,

Shenzhen and Hong Kong. Since many indigenous manufacturers participate in the

major trade fairs organized in these places in order to meet multinational buyers (for

both domestic sales and exports), trade fairs offer good opportunities to meet a large

number of potential respondents. With the aim of increasing the response rate, a

solicitation letter (in simplified Chinese, see Appendix 1) was obtained from the

Bureau of Foreign Trade and Economics of the Guangzhou Municipality.

Statistical power and target sample size

Statistical power is defined as the probability of rejecting a false null hypothesis and

is defined as 1-f, where f refers to the risk of making a Type II error (Cohen 1988).
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Statistical power therefore describes the probability that a test will correctly identify a

genuine effect (Ellis 2010). Problems arise with both over-powered and under-
powered studies. An over-powered study will be more than capable of detecting
essentially trivial effects (e.g., » < 0.10), yielding statistically significant results that
are basically meaningless. An under-powered study, on the other hand, lacks the
power needed to reject a true null hypothesis (Ellis 2010; Sawyer and Ball 1981).
Statistically insignificant results generated from under-powered studies may therefore
misdirect future research on the same topic (Ellis 2010). As a result, choosing an
appropriate level of statistical power is important. Cohen (1988) suggested setting
power levels at 0.80, meaning studies should be designed such that they have an 80
percent probability of detecting a real effect, or a twenty percent chance of making a
Type II error.

The power of any statistical test is a function of at least three factors, namely,
the desired level of alpha («), the sample size (n), and the effect size (ES). If alpha is
low, the sample size is small and the effect being sought is small, the resulting power
of any statistical test will be low. Since these four parameters are related, knowing
any three of these factors could help to determine the fourth one (Brock 2003; Cohen
1988). For instance, if one knows the level of a, ES and the desired statistical power
of a test, the required sample size can be determined (Brock 2003; Sawyer and Ball

1981).
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While a statistical power level of 0.80 is set for this study, the effect sizes

reported in past studies can help to determine the minimum sample size. The main
question of interest in this research is whether the quality of relationships with
multinational buyers would influence the learning of marketing capabilities by
transition economy suppliers. Effect sizes reported in the literature regarding the links
between the relationship measures and marketing outcomes (Table 2.5) were
considered for estimating the required sample size. According to Figure 2.3, those
studies have an adjusted weighted mean effect size of 7,4 = 0.44, representing a
medium effect. A freeware program G*Power 3 was used to compute the minimum
sample size needed (Faul ez al. 2007). Assuming statistical tests are non-directional
with the alpha level set at 0.05, a minimum sample size of 35 is required to achieve a
statistical power of 80 percent. The estimated sample size has to be determined with
careful consideration because, in addition to the ES, other factors affect the power of a
study (Ellis 2010; Maxwell 2004; Maxwell, Kelly and Rausch 2008). For instance,
Maxwell (2004, p.152, Table 3) has shown that a sample of 400 is needed to achieve a
satisfactory statistical power of 0.78 if a researcher wants to achieve statistical
significance for one particular effect in a multiple regression equation with five
predictors when the mean ES is7 = 0.30. An example offered by Maxwell et al. (2008,
p.542) indicated that a sample size which is big enough to generate sufficient power

may not be adequate for obtaining a sufficiently precise estimate. Furthermore,

-75 -



Chapter 4. Methodology
unreliable measures will introduce unrelated fluctuations or noise into the data

reducing the statistical power of any test and making effects appeared smaller than

they really are (Ellis 2010, Chapter 3). In response to these concerns, the minimum

sample size was determined using a more conservative estimate of the £S set at a

weak to medium level (i.e., » = 0.20). The main target sample size was thus 191.

Data Collection

Preliminary interviews

To generate insights into the knowledge transfer and learning processes, preliminary

interviews were conducted with three groups of stakeholders. The first group

consisted of managers of multinational firms operating in China who source from

Chinese suppliers. This group included a procurement manager and an ex-auditing

director of a multinational company. The second group comprised industry experts,

including a senior consultant from the Hong Kong Productivity Council involved in a

consultancy project for a multinational retailer in China and the Deputy Chief

Economist of the Hong Kong Trade and Development Council. The final group

comprised suppliers in transition economies, including managers from five Chinese

manufacturing firms. The dates, venues, and durations of the in-depth interviews are

summarized in Table 4.1. Insights gleaned from these interviews shaped the

conceptual development of this study and informed the interpretation of the results.
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Table 4.1 Summary of Preliminary Interviews

Interviews Date Venue Duration

Multinational buyers group

A procurement manager 30 Mar 07 HKPU 50 mins
An ex-auditing director 3 Sep 07 Festival Walk, 1 hour 20 mins
Kowloon Tong
Industry experts group
A Senior Consultant of the HKPC 21 Aug 07  HKPU 1 hour 15 mins
The Deputy Chief Economist of 5 Sep 07 HKTDC 1 hour
HKTDC

Transition economy suppliers group

5 indigenous manufacturers 16 Apr 08 HKCEC 30 mins®
including:

2 suppliers of multinational firms

in China

3 exporters

Notes: *average duration

HKPU: The Hong Kong Polytechnic University; HKPC: Hong Kong Productivity Council; HKTDC:
Hong Kong Trade and Development Council; HKCEC: Hong Kong Convention and Exhibition
Centre

Pre-test

A pre-test was conducted (1) to test the content and face validity of the questionnaire,
(2) to assess the effectiveness of identifying target respondents and collecting data via
interview-administered surveys at trade fairs, and (3) to determine the average time
need to complete each interview. Two academics, six research students and thirty
Chinese managers from different manufacturing firms were randomly selected to pre-
test the questionnaires. The data collected from the pre-test were not included in the

final analysis.

The questionnaire was initially developed in English and then translated into
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simplified Chinese. Back translation was performed by an independent translator. The

original and back-translated questionnaires were compared and inconsistencies

between the two versions were identified and corrected after discussion with the

translator. Pre-test interviewees were also asked to identify whether they had any

difficulties in understanding the questionnaire. Problematic questions were then

modified based on their feedback before carrying out the main data collection. The

final questionnaire is reproduced in Appendix 2.

During the pre-test, some surprising results were observed regarding the

effectiveness of data collection via personal interviews at trade-fairs. The solicitation

letter from the government Bureau was found to have a detrimental effect on the

response rate. It appeared that the government agency’s involvement in the research

reduced Chinese managers’ willingness to disclose their companies’ information. In

contrast, when I introduced myself by presenting my student [.D. card, target

respondents showed greater interest in participating in the survey. Hence, the

solicitation letter was not presented to potential respondents in the main data

collection stage.

Another tactic identified from the pre-test stage that might increase the

response rate was to choose the right time to collect data in trade fairs. As observed

during the pre-test stage, Chinese managers were most busy and therefore least likely

to respond to surveys during the first few days of a trade fair. For instance, no
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manager agreed to participate in the survey when they were approached during the

first two days of a four-day trade fair. In contrast, a 100% response rate was achieved

in the last day in one of the trade fairs. Such figures suggested that attending trade

fairs to conduct interview-administered surveys may be an effective way to collect

data only when the surveys are conducted during the final day (if the trade fair last for

three days) or the final two days of the trade fairs (if the trade fair last for four or more

days). Furthermore, twenty minutes, on average, were needed to complete each

questionnaire survey.

Main data collection

Data were collected via structured interviews administered at 25 trade fairs held in

Guangzhou, Shenzhen and Hong Kong. A total of 21 data collection trips to mainland

China were made between August and December 2008. Each interview began with a

brief introduction of myself, my academic affiliation and the purpose of this study.

Eligible respondents were then identified by asking three screening questions: (1) Is

your company an indigenous Chinese manufacturing firm? (2) Do exports account for

50 percent or more of your firm’s total sales? And (3) can you identify a particularly

important multinational customer for your firm, who has an office in mainland China?

Eligible respondents were those who answered “Yes”, “No” and “Yes” respectively to

these questions. Eligible respondents were then asked to participate in a fifteen to
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twenty minute interview to complete a bilingual questionnaire administered by me. A

summary of the research findings was promised to encourage participation in the

survey. The contact information (e.g., business card) of the respondents was obtained

after the interviews for the delivery of the summary of findings. This information was

also used to identify whether there were any duplicate respondents, but no such case

was observed in the data set. Out of the 507 managers approached during the trade

fairs, 254 (50%) were identified as eligible respondents. Of this group, 201

questionnaires were completed but one of those was not useable after checking for

outliers in the sample (details for data screening are described in Chapter 5).

Consequently, 200 useable questionnaires were retained for hypothesis tests yielding

an effective response rate of 78.7%. Table 4.2 summarizes the data collection

activities of this study.
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Table 4.2 Data Collection Record
_Date O.f Trade fair location Ineligible Eligible
Interview Rejected Completed
29 Aug e The 14th Presentation Nepcon & Microelectronics Fair
(Sz) 0 0 10
e Assembly Technology Expo China 2008 (SZ)
2 Sep e 2008 South China International Electric Equipment & 12 ) 8
Technology Exhibition (GZ)
6 Sep e China International Exhibition for Label Technology
(S2) 5 1 3
& -9 Sep e ThelOth China International Optoelectronic Exposition
(S2) 11 8 17
10— 11Sep e 22nd China International Furniture Fair-CIFF 2008 20 | )
September (GZ)
19-20Sep e Aecro Technology & Metal Technology Expo (GZ) 13 3 6
e Wall Expo China 2008 (GZ)
25—-26Sep e The 8th South China Timber, Artificial Board, Wood
Floor, Wood Door, Decorative Paper, Wood-Plastic 5 1 20
Material & Production Equipment Exhibition (GZ)
29 Sep e 2008 China International Kitchen Cabinet Exhibition
6 2 4
(GZ)
16 —17 Oct e The 10th China Hi-Tech Fair (SZ) 75 3 15
18-190ct e 104™ China Import and Export Fair (Phase One) — 40 6 16
Vehicle Spare Parts Section (GZ)
27 Oct e The 16th China (Shenzhen) Int’l Toys & Gifts &
Houseware, Fashion Accessories, Stationary & Travel 8 4 7
Goods Fair (S7)
28 Oct e 104™ China Import and Export Fair (Phase Two) — 16 ) 3
Bathroom Section (GZ)
29-300ct e Weaving + Home Decor Expo (GZ) 19 1 0
31 Oct e Sports Source Asia (HK)
e Hong Kong International Building & Decoration 9 2 8
Materials & Hardware Fair (HK)
1 Nov e China Food Fair (SZ) 9 1 1
2 Nov e Shenzhen International Hotel Facilities & Supplies 3 ) 10
2008 (SZ)
5—6 Nov e 104™ China Import and Export Fair (Phase Two) — 10 ) 25
Shoes & Textile Section (GZ)
& Nov e Hong Kong Optical Fair (HK) 14 0 0
9-10Nov e 2008 China (Shenzhen) International Optical Products
Fair (SZ) 9 5 24
e The 4th Dresche China International Solar-energy &
PV-Project (Shenzhen) Exhibition (SZ)
13 Nov e The 3rd International Adhesive tape Protective Films & 6 | 3
Label (Shenzhen) Expo (SZ)
11 Dec e The 5th China Guangzhou International Machinery 3 1 14
Equipment Manufacturing EXPO (GZ)
TOTAL 253 53 201

GZ: Guangzhou; HK: Hong Kong; SZ: Shenzhen
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Measurement

Where possible, measures for all constructs were taken from the literature in order to

promote the comparison of results across studies and to increase confidence in the

reliability and validity of the measures.

Marketing Capabilities

The concept of marketing capabilities is defined as the set of skills and processes

relevant to the delivery of products that better satisfy customer needs, and the

formulation of marketing strategies more effectively than rivals. Table 4.3 presents a

summary of different approaches for measuring marketing capabilities. As can be

seen from the table, there is no consensus regarding the measurement approach. Day

(1994) has noted the difficulty of enumerating all possible marketing capabilities. He

explained that the types of marketing capabilities are likely to vary from business to

business due to the nature of competitive markets, past commitments and anticipated

future needs. Although various studies have measured marketing capabilities

differently, it is common to see studies measuring marketing capabilities based on the

skills related to the classic marketing mix (i.e., pricing, product development,

promotion and channel management capabilities), market research abilities and skills

related to marketing strategies development and implementation.
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Table 4.3 Measuring Marketing Capabilities — Three Approaches

Study Areas of Marketing Capabilities Measured

Market Marketing strategy
Pricing Product Promotion Distribution development &
research . .
implementation

Measured MC as multiple independent factors

Greenley & Oktemgil (1997) v
Vorhies & Harker (2000) v v v v v
Moore & Fairhurst (2003) v v v
Zou et al. (2003) v v v v
Ellis & Davies (2006) v v
Measured MC as a first-order factor
Atuahene-Gima (1993) v v v v v
Kotabe et al.(2002) v
Benedetto & Song (2003) v v v v
Weerawardena (2003) v v v
Ruiz-Ortega & Garcia-Villaverde (2008) 4 v
Measured MC as a higher-order factor
Chang (1996) v v v v
Vorhies (1998) v v v v v
Tsai & Shih (2004) v v v v v
Vorhies & Morgan (2005) v v v v v v
Yoon & Kang (2005) v v v v
Morgan et al. (2009) v v v v v
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The marketing capabilities scales used in past studies can be classified into three types.

As summarized in Table 4.3, earlier studies tended to measure marketing capabilities

as multiple factors (e.g., Ellis and Davies 2006; Greenley and Oktemgil 1997; Moore

and Fairhurst 2003; Vorhies and Harker 2000; Zou ef al. 2003), or as a first-order

factor (e.g., Atuahene-Gima 1993; Benedetto and Song 2003; Kotabe et al. 2002;

Weerawardena 2003). In comparison, some recent studies tend to measure marketing

capabilities as a higher-order factor (e.g., Chang 1996; Morgan ef al. 2009; Tsai and

Shih 2004; Vorhies 1998; Vorhies and Morgan 2005; Yoon and Kang 2005) (Table

4.3).

Following some recent studies, the marketing capabilities construct was

measured in this study as a second-order factor consisting of the eight dimensions

developed by Vorhies and Morgan (2005). This scale was chosen because Vorhies

and Morgan’s (2005) study was among the first to catalogue the specific types of

marketing-related capabilities that are valuable to firms. Their study also provided

evidence that the individual capabilities are inter-dependent, forming the marketing

capabilities scale (Vorhies and Morgan 2005). Additionally, their scale was partly

tested in a B to B context, lending some support for using it to measure the marketing

capabilities of the manufacturer-suppliers in the current study.

In this study, marketing capabilities were measured by asking respondents to

rate their firms capabilities relative to their major competitors in eight areas including:
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(1) pricing, the ability to extract optimal profits from the firm’s customers (four items);

(2) product development, the processes by which firms develop and manage products

(four items); (3) channel management, the ability to establish and maintain

distribution channels to deliver value to customers effectively and efficiently (four

items); (4) marketing communication, the ability to manage customer value

perceptions (five items); (5) selling, the processes implemented to acquire customer

orders (five items); (6) marketing information management, the processes of learning

about the markets and utilizing market knowledge (five items); (7) marking planning,

the ability to develop marketing strategies that optimize the competition between the

firm’s resources and its marketplace; and (8) marketing implementation, the processes

of transforming intended marketing strategy into realized resource deployments (four

items). Question items were slightly modified to focus on measuring the B to B

marketing capabilities of the respondents. Anchor points for each item ranged from

one (“strongly disagree”) to seven (“strongly agree”). The marketing capabilities

scores for each respondent were the average score of the eight dimensions.

Learning Orientation

Learning orientation is defined as a set of organizational values that are related to the

propensity of a firm to create and use knowledge (Sinkula ef al. 1997). A thorough

search of the relevant literature (summarized in Table 4.4) revealed that the learning
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orientation scale developed by Sinkula ef al. (1997) has received the most acceptance.

Sinkula et al. (1997) operationalized learning orientation as a second-order factor

construct consisting of three areas, namely, commitment to learning, shared vision

and open-mindedness. Commitment to learning defines an organization’s fundamental

values that hold towards learning (Sinkula et al. 1997). This value influences whether

an organization is likely to promote a learning culture. Open-mindedness indicates the

intensity of an organization to question long-held routines, assumptions, and beliefs

proactively (Sinkula ef al. 1997). Shared vision is in contrast to commitment to

learning and open-mindedness in that it influences the direction of learning, whereas

the previous two factors influence the intensity of learning (Sinkula et al. 1997).

Vision sharing is a crucial foundation for proactive learning because it provides a

direction, or purpose, for learning among organizational members (Day 1994; Sinkula

et al. 1997).
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Table 4.4 Measuring Learning Orientation in the B2B Context

Study Areas of Learning Orientation Measured
Commitment Shared- Open-
to learning vision mindedness

Measured LO as multiple independent factors
Farrell & Mavondo (2004) v v v

Measured LO as a first-order factor

Hult (1998) v

Hanvanich et al. (2006) v

Wang et al. (2006) v v v
Teo et al. (2006) v v
Brachos et al. (2007) v v v
Farrell et al.(2008) v v v

Measured LO as a higher-order factor

Sinkula et al. (1997) v v v
Baker & Sinkula (1999) v v v
Calantone et a/.(2002) v v v
Farrell & Oczkowski (2002) v v v
Keskin (2006) v v v

Some researchers have adapted the learning orientation scale developed by Sinkula et

al. (1997) and have verified the validity and reliability of this second-order factor

construct (e.g., Baker and Sinkula 1999; Calantone ef al. 2002; Farrell and Oczkowski

2002; Keskin 2006). Apart from its wide acceptance, the learning orientation scale

developed by Sinkula et al. (1997) has also been used as a first-order factor construct.

For example, Hult (1998) and Hanvanich, Sivakumar and Hult. (2006) approached

learning orientation from the viewpoint of commitment to learning because they

believed that this dimension had directly reflected the value that an organization

- 87 -



Chapter 4. Methodology
places on learning (i.e., the learning orientation of an organization). Hence, a shorter

version of the learning orientation scale (three items) was used in preference to the

original (eleven items) scale. Furthermore, as the learning orientation scale was

designed to measure the global organizational learning culture in a company, recent

studies measured learning orientation as a first-order instead of a higher-order factor

construct (e.g., Brachos ef al. 2007; Farrell, Oczkowski and Kharabsheh 2008; Wang,

Lo, Zhang and Xue 2006; Teo, Wang, Wei, Sia and Lee 2006). Although the learning

orientation scale developed by Sinkula et al. (1997) has been used in different forms,

the psychometric properties (e.g., reliabilities and validities) of this scale have been

generally verified by previous studies. Following this argument, the learning

orientation scale used in this study was adapted from Sinkula ef al. (1997) and

measured as a first-order factor construct. Items which were deemed inappropriate to

this study and which did not work well in the pre-test were deleted. For instance, most

of the respondents could not understand the meanings of the two questions from the

shared vision dimension and one question from the open-mindedness dimension in the

pre-test, so these three questions were consequently dropped from the questionnaire.

The learning orientation scale used in the present study consisted of eight items

adapted from all three dimensions developed by Sinkula ef al. (1997). Respondents

were asked to rate their firm’s learning orientation by indicating the extent of their
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agreement with each statement with possible answers ranging from one (“strongly

disagree”) to seven (“strongly agree”).

Relationship Quality

Relationship quality is defined as an overall evaluation of the strength of a

relationship (De Wulf et al. 2001; Garbarino and Johnson 1999; Kaufman et al. 2006;

Smith 1998). Table 4.5 summarizes the constructs used in past studies to assess

relationship quality in the business context. It appeared that there was a lack of a

common scale for measuring relationship quality in the literature. Nonetheless, past

studies have generally measured relationship quality as a second-order construct

comprising a number of areas (e.g., Crosby ef al. 1990; De Wulf et al. 2001; Jap 2007;

Kaufman et al. 2006; Luo et al. 2004; Palmatier 2008). Although the combination of

the sub-scales varies, several common dimensions were identified from the

relationship quality literature including trust (Crosby et al. 1990; De Wulf et al. 2001;

Dwyer and Oh 1987; Hewett et al. 2002; Johnson et al. 2004; Luo et al. 2004; Yli-

Renko et al. 2001), satisfaction (De Wulf ef al. 2001; Dwyer and Oh 1987; Ivens and

Pardo 2007; Jap 2007; Kaufman et al. 2006; Luo et al. 2004), opportunism (Dwyer

and Oh 1987; Jap 2007), and commitment or continuity expectations (Hewett et al.

2002; Johnson et al. 1993, 2004; Leonidou, Barnes and Talias 2006). Following this

practice, relationship quality was measured as a second-order construct consisting of
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four dimensions, namely, trust, satisfaction, opportunism, and continuity expectations.

Respondents were asked to think of a multinational customer operating in China who

they considered as the most important when answering these questions.

Table 4.5 Selected Studies Measuring Relationship Quality

Study Areas of Relationship Quality Measured

Continuity

Trust Satisfaction Opportunism .
expectations

Measured RQ as multiple independent

factors

Leonidou et al. (2006)* v v v
Ivens and Pardo (2007)* 4 v v
Jap (2007) v v v

Measured RQ as a first-order factor

Johnson et al. (1993) v

Yli-Renko et al. (2001) v

Luo et al. (2004) v v v
Measured RQ as a higher-order factor

Dwyer & Oh (1987) v v v

Crosby et al. (1990) 4 v

De Wulf et al. (2001)* v v v

Hewett et al. (2002)* v v

Johnson et al. (2004)* 4 v

Kaufman et al. (2006)* 4 4 v

Palmatier (2008)* 4 v

* The continuity expectations scale was measured as a part of the relationship commitment scale

Scales for these constructs were adapted from previous studies. 7rust was measured

using Johnson et al.’s (2004) six item version of Doney and Cannon’s (1997) scale.

Opportunism was measured using six items from Gundlach, Achrol and Mentzer
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(1995) with a higher score indicating a lower relationship quality. Satisfaction was

measured using five items taken from Cannon and Perreault (1999). Continuity

expectation was measured using three items of Rokkan, Heide and Wathne’s (2003)

version of Heide and Miner’s (1992) scale. Respondents were asked to indicate how

well each statement describes their business relationship with their most important

multinational customer located in China. Anchor points for each item ranged from one

(“strongly disagree”) to seven (“strongly agree”). The average scores of the four

scales were then used to represent the quality of each buyer-supplier relationship.

Cultural distance

The cultural distance between the suppliers and their multinational buyers was

assessed using Kogut and Singh’s (1988) index with cultural data sourced from

Hofstede (2001). This index has been used in previous research examining cultural

distance (e.g., Barkema, Bell and Pennings 1996; Benito and Gripsrud 1992;

Magnusson, Baack, Zdravkovic, Staub and Amine 2008; Mitra and Golder 2002;

Reus and Lamont 2009), enabling the calculation of distance scores for 66 countries.

There are four dimensions measuring cultural distance in Hofstede’s original scale,

including power distance, uncertainty avoidance, individualism/collectivism, and

masculinity/femininity. Algebraically, the procedure for calculating distance is as

follows:
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4
CD;=2 {(I;— L)’/ Vi}/4
=1

where CDj is the cultural difference of the jth country from China, Iij stands for the
index for the ith cultural dimension and the jth country, Vi is the variance of the index
of the ith dimension and u indicates China. Scores on this variable ranged from 0.14

(Hong Kong and Macau) to 4.91 (Sweden).

Business Performance

Three types of business performance were measured. Market performance was
assessed using a four-item scale adapted from Vorhies and Morgan (2005). The items
in this scale were: market share, sales growth, acquiring new customers, and
increasing sales to existing customers, with possible answers ranged from one (“much
worse than competitors™) to seven (“much better than competitors”). Product
performance was measured using a scale adapted from Ellis and Davies (2006). This
scale included four items: product quality and reliability, product design and
performance, value for money, and manufacturing capabilities. Respondents were
asked to rate their firm’s performance in comparison with their major competitors
over the past year, with possible answers ranged from one (“much worse than
competitors”) to seven (“much better than competitors™). Overall performance was

measured by a three-item scale adapted from Olson, Slater and Hult (2005).
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Respondents were asked to indicate the extent of their agreement with three

statements describing the performance of their company over the past year: (1) overall

performance exceeded last year’s expectations, (2) last year’s overall performance

exceeded that of their competitors, and (3) top management was very satisfied with

the overall performance last year. The possible answers ranged from one (“strongly

disagree”) to seven (“strongly agree”).

Control Variables

Thirteen variables, thought to influence either transition economy supplier’s learning,

marketing capabilities or performance, were controlled for in the data analysis. Firm

size (total number of employees) was controlled because bigger firms may be more

likely to achieve better business performance. Firm age (months of operation), export

experience (months engaged in direct exporting activities) and export intensity

(percentage of total sales earned from export) were controlled because firms with

longer histories, more exporting experience and greater export intensity are likely to

have accumulated more experience in upgrading their marketing capabilities. Two

dummy variables, namely, state-owned enterprise (0 = non-state-owned; 1 = state-

owned) and privately-owned enterprise (0 = non-privately-owned; 1 = privately-

owned), were created to control for the ownership type of the respondents because

privately-owned enterprises may have higher incentives to learn marketing in order to
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achieve their profit maximizing objectives. Design ownership was controlled because

suppliers with more sales earned from product design activities are likely to have

higher motivation to learn the skills of marketing. Respondents were asked to indicate

the percentage of their firm’s total sales accounted for by ODM (original design

manufacturing), OBM (own brand manufacturing), and OEM (original equipment

manufacturing) activities. Design ownership refers to the percentage of sales from

ODM plus OBM only. Relationship-specific data including dependency (percentage

of total sales accounted for by the multinational buyer) and relationship age (years of

business relationship with the most important multinational buyer in China) were

controlled because firms may be more inclined to learn from buyers on which they are

more dependent, while the learning effect may diminish over time. The per capita

GDP based on the purchasing-power-parity (PPP) of the multinational buyer’s

country of origin (data from IMF 2008) was also controlled because multinational

buyers from wealthier countries may possess more advanced marketing capabilities

and transition economy suppliers may therefore have more learning opportunities

from customers of this group. Competitive intensity (measured by the six-item scale

developed by Jaworski and Kohli 1993) was also controlled because marketing

capabilities’ effects on business performance may be dependent on the level of

competition in the market. Intense competition may motivate transition economy

suppliers to learn marketing. Finally, some respondent-specific data, including
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education levels (primary school or lower / secondary school / post-secondary /

university degree or higher) and position (top-level manager or owner / middle-level

manager / lower-level manager or employee) in the firm were controlled to reduce any

possible bias resulting from a respondent’s background.

Scale Dimensionality and Validity

Although the measures used were largely drawn from existing instruments, some re-

assessments were necessary for validating these scales, given the uniqueness of the

research setting. As suggested by Gerbing and Anderson (1988) and Hair ef al. (1998),

the dimensionality of a summated scale has to be checked before assessing its

reliability. Similar to dimensionality, scale validity examines how closely the items

accurately reflect the intended construct (Hair et al. 1998). Construct validity includes

convergent and discriminant validity (Malhotra 2004). Convergent validity concerns

the degree of agreement between two measures of the same concept, while

discriminant validity concerns the extent to which a measure does not correlate with

other, conceptually distinct measures (Malhotra 2004).

Both scale dimensionality and validity concerns were addressed by conducting

factor analysis. Since all the measures in this study were adapted from previous

studies, the aim here was to evaluate, not explore, the dimensionality of the constructs.

Confirmatory factor analyses (CFA) using AMOS 16.0 were undertaken.
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The purpose of CFA was to test the dimensionality and validity of the multi-

item scales and to eliminate unreliable items. In accordance with accepted practice
(e.g., Baker and Sinkula 1999; Hanvanich et al. 2006; Lam, Huang and Snape 2007,
Moorman and Miner 1997), the constructs were first split into four sets of
theoretically related variables: the four dimensions of relationship quality, the eight
dimensions pertaining to marketing capabilities, two uni-dimensional, multi-items
scales for learning orientation and competitive intensity, and three uni-dimensional,
multi-items performance measures. Rather than examining all variables
simultaneously, the current method was applied for two reasons: (1) to test for
construct convergence within maximally similar sets of variables and (2) to avoid
violating a five-to-one ratio of sample size to parameter estimate (Bentler and Chou
1988).

Following previous studies, the validity of the measurement models was
assessed according to the following model fit indicators: the comparative fit index
(CFI), the root mean square error of approximation (RMSEA), the chi-square value
(") and the degrees of freedom (d.f). CFI is a recommended index of overall model
fit (Gerbing and Anderson 1993) and RMSEA provides information in terms of
discrepancy per degree of freedom for a model, thus indicating the achievement of a
better model fit for each estimated coefficient (Hair et al.1998; Mossholder, Bennett,

Kemery and Wesolowski 1998). A satisfactory model fit should have a CFI value

- 96 -



Chapter 4. Methodology
greater than or equal to 0.90, a RMSEA value between 0.05 to 0.08, and a low value

of chi-square relative to the degrees of freedom which is statistically insignificant
(Browne and Cudeck 1993; Hair et al.1998; Hu and Bentler 1999). Nonetheless, Hair
et al. (1998) noted that the chi-square test is very sensitive to sample size, and a
sample size of 200 is large enough to generate a statistically significant result. As the
initial sample of this study contained 201 cases, the ratio of chi-square to degrees of

freedom was observed, regardless of the statistical significance level.

Marketing Capabilities

Following Vorhies and Morgan (2005), the construct of marketing capabilities was
measured as a higher-order factor consisting of eight dimensions. The confirmatory
factor analysis (CFA) results for the second-order factor model (CFI=0.91, RMSEA
=0.06, y°=985.29, 548 d.f") achieved a slightly better fit than the eight-factor model
(CFI=0.90, RMSEA = 0.07, »° = 1011.26, 532 d.f)). The results therefore provide
evidence that all the eight dimensions converged to reflect the latent marketing
capabilities concept. The satisfactory model fit indices also provide evidence of

discriminant validities among the eight dimensions.
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Relationship Quality

Following recent studies, relationship quality was operationalized as a second-order
reflective construct with four dimensions (trust, satisfaction, opportunism and
continuity expectation). CFA results for the second-order factor model have also
demonstrated a slightly better model fit (CFI = 0.93, RMSEA = 0.06, ){2 =220.92, 128
d.f’) compared to the four-factor model (CFI = 0.90, RMSEA = 0.07, y° = 252.94, 129
d.f)). Item 5 of trust was deleted to improve the CFI to a satisfactory level for both
models. These results supported the idea that the relationship quality measure could
be operationalized as a second-order factor construct consisting of four dimensions.
These findings also provided evidence of convergent and discriminant validities of the

relationship quality construct.

Learning Orientation and Competitive Intensity

The learning orientation and competitive intensity scales were grouped together to
access their dimensionality and validities issues. The two factor model (CFI = 0.96,
RMSEA = .06, 5’ = 81.36, 48 d.f)) has achieved a better fit than the single factor
model (CFI =0.86, RMSEA = .12; )(2 =184.97, 49 d.f°). The results therefore
provided evidence that both the learning orientation and competitive intensity scales
were unidimensional, demonstrated convergent validity within the construct, and

showed discriminant validity between these two constructs.
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Business Performance

The market, product and overall business performance scales were grouped together

to assess their dimensionality and validities issues. The three factor model (CFI = 0.96,
RMSEA = 0.08, ° = 86.99, 38 d.f) achieved a better fit than the single factor model
(CFI =0.89, RMSEA = 0.12, y* = 170.90, 44 d.f)). The results therefore provided
evidence that all the three performance scales were unidimensional, and supported the
idea that all the market, product and overall business performance scales have
demonstrated both convergent validity within the constructs and discriminant validity

between the constructs.

Scale Reliability
Reliability analysis is an assessment of the degree of internal consistency between
multiple measurements of constructs (Hair ez al. 1998). The rationale for internal
consistency is that the individual items or indicators of the scale should all be
measuring the same construct and thus be highly intercorrelated. Cronbach’s alpha («)
is a measure of internal consistency between different measures within a scale. A
Cronbach’s alpha of 0.70 or above would provide evidence to claim that a
measurement scale is reliable (Nunnally 1967).

All measurement scales used achieved a coefficient alpha over 0.70.

Specifically, Table 4.6 shows the results of reliability analyses for all the key
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constructs in this study, including marketing capabilities (o = 0.92), relationship

quality (a = 0.79), learning orientation (a = 0.88), competitive intensity (a = 0.71),

market performance (a = 0.87), product performance (a = 0.85), and overall business

performance (a = 0.72). Table 4.7 and 4.8 further summarizes the reliability analysis

results for the sub-constructs of marketing capabilities and relationship quality

respectively. Since all the measures exhibited strong reliability with composite

reliabilities that ranged from 0.71 to 0.92 (Table 4.6), the scales were considered to

have achieved satisfactory levels of reliability (Nunnally 1967).
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Table 4.6 Reliability Analyses for Main Constructs
Cronbach’s Item-to-Total
Items Alpha Correlation
Marketing Capabilities 0.92
Pricing capability 0.60
Product development capability 0.66
Channel management capability 0.69
Marketing communication capability 0.78
Selling capability 0.76
Marketing information management capability 0.73
Marketing planning capability 0.80
Marketing implementation capability 0.80
Relationship Quality 0.79
Trust 0.66
Satisfaction 0.62
Opportunism (r) 0.63
Continuity expectation 0.52
Learning Orientation 0.88
Ability to learn new knowledge and/or skills 0.67
Learning as key to improvement 0.65
Employee training is an investment, not an expense 0.68
Learning as a key to guarantee survival 0.69
Employees are committed to the goals of the organization 0.71
Employees as partners in charting organization direction 0.71
Continually question the way used to perceive the marketplace 0.60
Competitive Intensity 0.71
Competition is cut-throat 0.42
Many promotion wars 0.54
Ability to match competitors’ offers 0.45
Price competition is a hallmark 0.46
New competitive move every day 0.50
Market Performance 0.87
Market share 0.67
Sales growth 0.78
Acquiring new customers 0.74
Increasing sales to existing customers 0.69
Product Performance 0.85
Product quality and reliability 0.68
Product design and performance 0.73
Value for money 0.72
Manufacturing capabilities 0.63
Overall Business Performance 0.72
Performance exceeded expectations 0.50
Performance exceeded that of major competitors 0.57
Top management’s satisfaction with the overall performance 0.55

r: reverse-scored.

- 101 -



Chapter 4. Methodology
Table 4.7 Reliability Analysis for the Sub-Constructs of Marketing Capabilities
Cronbach’s  Item-to-Total
Items Alpha Correlation
Pricing Capability 0.74
Respond quickly to market changes 0.49
Familiar with competitors’ pricing tactics 0.60
Effectively price our products 0.58
Monitor competitors’ prices and price changes 0.49
Product Development Capability 0.88
New product development ability 0.76
Develop new products to exploit R&D investment 0.78
Launch new products successfully 0.82
Responsive to customer needs 0.61
Channel Management Capability 0.86
Maintain good relationships with distributors 0.64
Attract and retain the best distributors 0.72
Add value to distributors’ business 0.71
Provide high level of service support to distributors 0.74
Marketing Communication Capability 0.87
Develop and execute advertising programs effectively 0.62
Good advertising management and creative skills 0.72
Good public relations skills 0.70
Good brand image management skills 0.74
Manage corporate image and reputation effectively 0.69
Selling Capability 0.89
Train salespeople effectively 0.66
Good sales management planning and control systems 0.78
Good selling skills 0.71
Good sales management skills 0.81
Effective sales support to sales force 0.73
Marketing Information Management Capability 0.82
Gather information about customers and competitors 0.56
Use market research skills to develop marketing programs 0.54
Track customer wants and needs 0.58
Full use of marketing research information 0.70
Analyze market information 0.69
Marketing Planning Capability 0.90
Good marketing planning skills 0.83
Effectively segment and target market 0.66
Good marketing management skills and processes 0.84
Thorough marketing planning processes 0.79
Marketing Implementation Capability 0.89
Allocate marketing resources effectively 0.76
Deliver marketing programs effectively 0.78
Translate marketing strategies into action 0.76
Execute marketing strategies quickly 0.75
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Table 4.8 Reliability Analysis for the Sub-Constructs of Relationship Quality

Cronbach’s ltem-to-Total

Items Alpha Correlation
Trust 0.72
Customer keeps promises 0.35
Customer is always frank 0.56
Believe information provided by the customer 0.55
Customer is concerned with our business performance 0.48
Customer is trustworthy 0.52
Satisfaction 0.72
Regret doing business with this customer () 0.40
Satisfied with this customer 0.60
Pleased with this customer 0.50
If doing it all over again, still choose this customer 0.57
Opportunism (1) 0.84
Customer exaggerated needs (1) 0.59
Customer is not always sincere () 0.61
Customer altered facts to get what the company wanted (r) 0.65
Good faith bargaining as the customer’s negotiation style 0.60
Customer provided a completely truthful picture when 0.66
negotiating
Customer breached formal or informal agreements (r) 0.62
Continuity Expectations 0.79
Expect the relationship to last long 0.65
Renewal of agreements will generally occur 0.71
Make plans for the continuance of relationship 0.55

r: reverse-scored.

Conclusion

To conclude, data were collected from 201 Chinese manufacturer-suppliers via face-

to-face interviews using bilingual questionnaires administered at 25 trade fairs. This

sample size was deemed to have adequate statistical power for detecting potentially

small effects. The validity and reliability of the measures were checked. The results of

the tests of the hypotheses are presented in the next chapter.
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Chapter 5. Results

The purpose of this chapter is to present the empirical results of the hypotheses

presented in Chapter Three. All the hypotheses were tested with the hierarchical

multiple regression analysis using the software package SPSS version 16.0.

Accordingly, the results of the checking of outliers and the assessments of the general

assumptions underlying this analysis method (e.g., normality, homoscedasticity,

linearity and multicollinearity) are first discussed. The characteristics of the

multinational buyers and the respondents, the descriptive statistics (variables’ ranges,

means and standard deviations), correlations, and the results of the hypotheses tests

are then presented. General steps included in performing moderated regression

analysis are also described. To facilitate evaluations of the practical significance of

the results, effect sizes (in terms of part correlation coefficients) and the confidence

intervals around the point estimates are reported. Finally, statistical tests concerning

the potential common method variance problem are presented at the end of this

chapter.

Checking for Outliers

Since regression analysis is sensitive to outliers, any outliers in the data set were

checked to avoid distorting the information in the hypotheses tests (Pallant 2005; Hair

et al. 1998). One of the cases in the data set was found to have extreme outlying
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values for marketing capabilities in product development, channel management,

marketing communication, marketing information management, marketing planning,

and marketing implementation capabilities. Extreme values were identified using box

plots. A box-length is the dispersion of the middle half of the sample (i.e., contains

50% of cases) and the range of these cases is called the interquartile range (Murdoch

University 2009). Thus, any value that deviates more than three box-lengths from the

upper or lower end of the box is considered as deviating outside a “reasonable

distance” from the middle half of the sample, and is identified as an extreme value

(Murdoch University 2009; Pallant 2005). The case that was identified as containing

extreme values in multiple variables was deleted from the data set before running the

hypotheses tests in this chapter. The final sample size of this study was therefore

reduced to 200.

Normality of VVariables

Since hierarchical multiple regressions were used to test the hypotheses, the

assumption of normality of the variables was checked before running the analyses.

Except for firm age, firm size and foreign customer dependency, no serious violations

were found in the normal Q-Q plot of the variables, indicating no major deviations

from normality (Pallant 2005). Following the recommendations made by Hair et al.

(1998, p.77) and Tabachnick and Fidell (2001, p.83), variables which were not
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normally distributed were transformed by taking logarithms before running the

hypotheses tests.

Homoscedasticity, Linearity and Multicollinearity

Other major assumptions in regression analysis include homoscedasticity, linearity

and multicollinearity. Homoscedasticity deals with the constancy of the residuals

across values of the independent variables. The scatter plots of the standardized

residuals has shown that the residuals were roughly rectangularly distributed, with

most of the scores concentrated in the centre, suggesting homoscedasticity (Pallant

2005; Hair et al. 1998).

The linearity of the relationship between the dependent and independent

variables represents the degree to which the change in the dependent variable is

associated with the independent variable. As the concept of correlation is based on a

linear relationship, linearity is a crucial issue in regression analysis (Hair ez al. 1998).

Examination of the partial regression plots revealed that most of the residuals were

distributed along the slope, indicating linear relationships between the independent

and dependent variables.

Multicollinearity refers to the correlation among three or more independent

variables (Hair et al. 1998). The presence of multicollinearity reduces any single

independent variable’s predictive power by the extent to which it is associated with
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the other independent variables in the regression equation (Hair ez al. 1998). As

multicollinearity increases, the unique variance explained by each independent
variable decreases. In this study, the multicollinearity problem was assessed by
inspecting the Variance Inflation Factor (VIF). The VIF of every test in this study fell
between 1.07 and 3.92, well below the recommended cut-off point of 10 (Pallant 2005;
Hair et al. 1998), indicating tolerable levels of collinearity among the independent
variables in the regression equations. Overall, these results suggested that all the

assumptions underlying the regression analysis were met.

Multinational Buyers’ Characteristics

After checking the data set for outliers and transforming the variables that violated the
assumptions underlying the regression analysis, 200 sets of complete data were
retained for all the hypothesis tests. Table 5.1 summarizes the characteristics of the
200 multinational buyers. The multinational buyers were from 31 different countries,
with most of them from the USA (22%), followed by Taiwan (20%), Hong Kong
(11%) and Japan (10%). The remaining buyers came from the other parts of the world
as shown in Table 5.1. In this sample, the twenty-two buyers from Hong Kong were
the most culturally proximate to the Chinese suppliers (cultural distance = 0.14) and
the only buyer from Sweden was the most culturally distant (cultural distance =4.91).

The wealthiest country in the sample was Singapore, with per capita GDP = 49,700
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(current international dollars) in 2007, and the poorest country was India, with per

capita GDP = 2,500 (current international dollars) in 2007 (IMF 2008).

Table 5.1 Multinational Buyers’ Home Characteristics

C_ultural GDP per capita in
Country Frequency Percentage ) Dlstanc_e 2007 (Intl $°000)"

rom China
USA 44 22.0 3.13 45.7
Taiwan 40 20.0 1.22 30.3
Hong Kong 22 11.0 0.14 42.1
Japan 20 10.0 2.90 33.6
Korea 9 4.5 2.03 24.8
France 8 4.0 2.93 33.5
Germany 7 3.5 2.54 34.2
Australia 5 2.5 3.33 36.2
Malaysia 5 2.5 0.50 13.4
Russia 4 2.0 2.70 14.7
Indonesia 3 1.5 043 3.7
Italy 3 1.5 2.71 30.4
Jordan® 3 1.5 0.89 4.9
Turkey 3 1.5 1.85 12.9
Europe 2 1.0 3.14 32.9
India 2 1.0 0.45 2.6
Singapore 2 1.0 0.45 49.8
Thailand 2 1.0 1.34 7.9
UK 2 1.0 3.11 35.6
United Arab Emirates® 2 1.0 0.89 379
Argentina 1 0.5 2.23 13.3
Austria 1 0.5 3.81 38.2
Canada 1 0.5 2.70 38.6
Macau® 1 0.5 0.14 30.0
Netherlands 1 0.5 4.55 39.0
New Zealand 1 0.5 3.45 26.6
Pakistan 1 0.5 1.21 2.6
South Africa 1 0.5 1.54 9.8
South America 1 0.5 1.68 8.7
Spain 1 0.5 2.45 30.1
Sweden 1 0.5 491 36.6
Missing 1 0.5 - ---
TOTAL 200 100 - -

*Based on current international dollar (IMF 2008).
® The cultural distance of “Arab countries” was used as a proxy for Jordan and UAE.
“The cultural distance of Hong Kong was used as a proxy for Macau.
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Respondents’ Characteristics and Descriptive Statistics

The respondents’ characteristics and the descriptive statistics (variables’ ranges,

means and standard deviations) for all the measured variables are summarized in

Table 5.2. As observed from the table, 94 percent of the interviewed firms were

privately owned and only four percent were state-owned, indicating that two percent

were collectively-owned. A typical supplier-respondent employed 282 workers, had

been in business for just over 11 years, had been exporting for 5 months, earned 79%

of total sales from ODM and OBM activities and 16% of sales from exports, and was

in a relatively competitive environment as indicated by the mean competitive intensity

score of 5.2.

Furthermore, the typical buyer-supplier relationship in this sample has lasted

for almost five years, the most important multinational buyer was from a wealthier

country and the supplier had 14% of sales earned from this buyer. The average

respondent had completed post-secondary education and was the middle-level

manager of the firm. The correlation coefficients among the key variables in this

study are presented in Table 5.3.
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Table 5.2 Descriptive Statistics
Variables Minimum Maximum  Mean De\?;[:lfion
Control variables
Firm size (total no. of employee) 10.0 4,500 282.4 546.4
Firm age (months) 10.0 1,363 134.3 150.3
State-owned enterprise 0.0 1.0 0.1 0.2
Privately-owned enterprise 0.0 1.0 0.9 0.3
Design ownership 0.0 1.0 0.8 0.3
Export experience (months) 0.0 12.0 5.1 33
Export intensity 0.0 0.5 0.2 0.2
Dependency 0.0 0.5 0.1 0.1
Relationship age (months) 5.0 271.0 58.2 413
GDP per capita of MNB’s home (’000) 2.6 49.8 334 11.3
Competitive intensity 2.2 7.0 52 0.9
Education 1.0 4.0 33 0.8
Position 1.0 3.0 1.9 0.7
Key variables
Learning orientation 1.4 7.0 54 0.9
Relationship quality 3.7 7.0 5.7 0.6
Trust 3.6 7.0 5.6 0.7
Satisfaction 3.5 7.0 5.9 0.6
Opportunism 1.0 5.3 2.7 0.9
Continuity expectation 3.0 7.0 5.9 0.7
Cultural distance 0.1 4.9 2.0 1.1
Marketing capabilities 2.4 6.8 5.5 0.7
Pricing capability 2.8 7.0 5.5 0.8
Product development capability 2.0 7.0 5.6 1.0
Channel management capability 2.0 7.0 5.8 0.8
lgg;;kbei‘ﬂ?yg communication 20 70 53 1.0
Selling capability 2.6 7.0 54 0.9
Capa‘billi\g?rl(etmg info. management 20 70 58 07
Marketing planning capability 1.8 7.0 5.1 1.1
lgggglgiﬂ?yg implementation 13 70 54 09
Market performance 1.0 7.0 4.9 1.1
Product performance 2.8 7.0 5.5 1.0
Overall performance 1.0 7.0 4.8 1.2

Note: Mean values for dummy variables indicate proportion in the indicator groups.

MNB: Multinational buyer.
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Table 5.3 Correlation Coefficients
Variables 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32
1. Firm size 1.00
2. Firm age 41 1.00
3. Export age 15 -10 1.00
4. State-owned 33 38 .03 1.00
5. Privately-owned -27 -36 -01 -77 1.00
6. Design ownership -05 .01 -04 .04 -10 1.00
7. Export intensity 18 11 38 -06 -02 -16 1.00
8. Dependency .01 .07 -06 -05 .04 -19 -12 1.00
9. Relationship age 23 46 -03 21 -18 .13 -01 .19 1.00
10. GDP per capita .14 10 -01 .04 -04 .03 -05 .09 .06 1.00
11.CI 06 07 .05 -05 .12 -20 -06 .11 .02 -02 1.00
12. Education 16 20 .08 20 -23 -02 .15 .03 .07 -02 -06 1.00
13. Position 10 -02 .07 .02 .03 .06 -02 -19 -10 .00 -11 -06 1.00
14. Learning orientation -04 -07 -01 .06 -05 .08 -05 .05 .09 .06 .24 -14 -17 1.00
15. Relationship quality -05 .02 -05 .05 -02 .00 .00 .14 .03 .07 .04 .00 -06 .33 1.00
16. Trust -05 .05 -04 .03 .02 -02 -03 .16 .02 .07 .04 -03 -02 27 81 1.00
17. Satisfaction -05 -03 -02 .05 .00 -08 .04 .05 -0l .04 .01 -02 -07 28 .76 .59 1.00
18. Opportunism 07 03 .02 .03 -04 -07 -04 -02 .02 -07 .01 .03 .02 -23 -84 -59 -48 1.00
19. CE 0l 08 -07 .13 -12 -0l -06 23 .11 .01 .10 .08 -07 .28 .73 .41 .44 -45 1.00
20. Cultural distance 1303 .01 .10 -10 -15 .13 .00 -07 33 -06 .17 .08 -05 -01 .04 -01 -01 -08 1.00
21.MC 00 -04 -03 -02 .02 .16 -08 .09 .09 -06 21 -03 -14 .62 .32 25 21 -25 30 -10 1.00
22. Pricing 03 -04 -01 -01 .05 .08 .01 .14 .10 -02 24 -04 -17 45 29 .18 .18 -24 29 -12 .68 1.00
23. Product dev 03 -04 .04 -05 .03 25 -03 -04 .00 -08 .09 -11 -11 41 25 .17 .18 -20 22 -14 .76 .52 1.00
24. Channel mgt -06 -09 01 -01 .01 .16 -0l .01 .05 -08 .17 .03 -08 48 24 .16 .17 -17 25 -08 .76 .44 56 1.00
25. Mktg comm -01 -05 -02 -03 .03 .15 -09 .15 .06 -10 .13 -01 -08 .53 .26 .22 .15 -20 24 -11 .84 .53 .58 .59 1.00
26. Selling 02 05 -06 .00 -0 .05 -07 .08 .10 .01 .16 .02 -13 55 32 29 .17 -25 28 .00 .8 .52 .49 53 .70 1.00
27. Mktg info mgt -02 -03 -08 .00 .00 .1 -10 .05 .04 .00 .17 -06 -09 49 26 .18 .19 -18 27 -06 .79 52 54 62 .55 .59 1.00
28. Mktg planning 00 -05 -07 -01 .02 .11 -11 .08 .06 -03 .18 .02 -11 53 25 21 .14 -24 20 -06 86 .47 52 57 .68 .73 .62 1.00
29. Mktg imp 0l 00 -02 -02 .01 .11 -07 .12 .15 -06 20 -03 -15 54 21 .16 .14 -14 21 -06 .86 .46 57 59 .66 .66 .68 0.80 1.00
30. MP A1 14 .03 .05 -09 .07 -05 .09 .13 .00 .10 -05 -17 .42 .17 .18 .12 -10 .15 -02 55 30 .49 36 .48 43 42 050 048 1.00
31.PP 0l 09 -04 .03 -04 20 -10 .08 .17 -01 .13 -08 -24 39 .18 .13 .07 -16 .17 -02 .54 28 55 38 .44 38 .42 048 050 0.72 1.00
32.0OP A1 .13 -03 .13 -18 .01 -09 .11 .10 .15 .14 -04 -11 33 .18 .19 .11 -17 .09 .09 39 .18 29 29 37 35 28 035 034 0.66 0.55 1.00

n = 200; correlations greater than .13 are significant at the p<0.05 level (2-tailed); CE = continuity expectation; CI = competitive intensity; Comm = communication; Dev = development; Imp =

implementation; MC = marketing capabilities; Mktg = marketing; Mgt = management; MP = market performance; PP = product performance; OP = overall performance
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To Obtain Confidence Intervals around a Point Estimate

The provision of Cls around the point estimate has been highly recommended by the
American Psychology Association (APA) and many scholars (e.g., Cohen 1994;
Cumming and Finch 2005; Wilkinson & the Task Force on Statistical Inference 1999).
The APA publication manual also suggests that Cls “are, in general, the best reporting
strategy” (APA 2001, p.22). An ES estimate is found based on a sample and is
therefore affected by sampling error (Nakagawa and Cuthill 2007). To quantify the
degree of precision of the effect size estimates, the 95% confidence intervals (Clos)
were calculated around the point estimates. Different from the calculations of Clys in
meta-analysis, other procedures were performed to construct the Clys around a point
estimate. Following procedures suggested by Rosnow and Rosenthal (1996), the ES
estimates (i.e., 7 in this study) were first transformed to Fisher’s Z by consulting a
table (e.g., Cohen et al. 2003, p.644; Online Statistics 2010) or by the following
equation derived by Hedges and Olkin (1985):

Z=0.5In [(1+r)/(1-r)]
the Z-transformed ES was then multiplied by the asymptotic standard error (se) of the
ES, which is found by dividing one by the square root of the difference of sample size

minus three (Rosnow and Rosenthal 1996, p.336), meaning:

se=1// (n-3)
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where n is the sample size of the study. Hence, the se in this study = 1/,/ (200 — 3) =

1/4/197 = 0.07. Second, the se was multiplied by 1.96 (the Z value of p = 0.05, two-

tailed) (i.e., 0.07*1.96 = 0.14). Third, the upper and lower limits of the Clys were
found by adding and subtracting the product in the previous step (i.e., 0.14) to the Z-
transformed ES, as shown in Nakagawa and Cuthill (2007, p.599, equation 15):

Clos = ES — 1.96*se to ES + 1.96*se
Finally, the resulting upper and lower Z values in step three were transformed back to
r values by consulting the same table suggested in step one to define the Clys around
the effect. Alternatively, such transformation could be done by the following equation
as shown in Nakagawa and Cuthill (2007, p.600):

r= (= D/(e*+1)

where e is the base of the natural logarithm, and ¢** can be found by an Excel function
= EXP(2*Z values). All the above calculations could also be done using a Spreadsheet

designed by Hopkins (2008).

Tests of the Marketing Capabilities — Business Performance Hypotheses
Hypotheses 1a-c predict that marketing capabilities will be positively related to
market performance, product performance and overall business performance.
Hierarchical regression was used to test these hypotheses. Market performance was

first regressed on the control variables in Model 1 and the market capabilities variable
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was added in Model 2. The results are shown in Table 5.4. Marketing capabilities

were found to be positively related to market performance (b = 0.85, p < 0.001, AR’ =
0.29), product performance (b = 0.69, p < 0.001, AR*= 0.22) and overall performance
(b=0.69, p <0.001, AR’ = 0.14), and the effect sizes (i.e., part correlation coefficients)

were r = 0.52, 0.46 and 0.37 respectively, lending support to Hypotheses 1a, 1b and
le.

The part correlation coefficients reported here indicate the strength of the
relationship between a dependent and a single independent variable (IV) when the
predictive effects of the other I'Vs in the regression model are removed. A part
correlation coefficient represents the amount of variance in the dependent variable
that is uniquely explained by a particular IV and is therefore helpful in portraying the
unique predictive effect due to a single IV among a set of IVs (Hair et al. 1998).
Using the equation described in Chapter 2, all the effect size estimates were also
adjusted by the respective scale reliabilities to compensate for the noise introduced by
the measurement errors. Since the scale reliabilities for marketing capabilities, market
performance measures were a = 0.92 and a = 0.82 respectively, the adjusted effect

size of marketing capabilities on market performance therefore equals 7,4 = 0.52/,/

(0.92*0.82) = 0.60. The scale reliabilities for product performance and overall
performance were o = 0.85 and o = 0.72 respectively. Accordingly, the adjusted effect

size of marketing capabilities on product performance equals r,4; = 0.46/,/ (0.92%0.85)
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= (.52, and that on overall performance equals r,4 = 0.37/y/ (0.92*0.72) = 0.45. These

adjusted ES were then used to calculate the Clos, where 7,4 = 0.50 to 0.68 for market
performance; 7,4 = 0.41 to 0.61 for product performance and 7,4 = 0.33 to 0.55 for

overall performance.
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Table 5.4 Regression Results for Business Performances
Market performance (H1a) Product performance (H1b) Overall performance (H1c)
Model 1 Model 2 Model 1 Model 2 Model 1 Model 2
Constant 470 (1.02)°  0.44 (0.98) 4.97(0.90°  1.52(0.90) 4.62 (1.14°  1.19(1.12)
Control Variables
Firm size 0.22(0.17)  0.15(0.14) 0.03 (0.15)  -0.02(0.13) 0.12(0.19)  0.07 (0.17)
Firm age 0.38 (0.31)  0.60 (0.26)° 0.15(0.27)  0.33(0.24) 0.21(0.34)  0.38(0.32)
Export age 0.03(0.03)  0.03(0.02) 0.22(0.02)  0.01 (0.02) 0.00 (0.03)  0.01 (0.03)
State-owned -0.58 (0.65)  -0.62 (0.54) -0.07 (0.57)  -0.11 (0.50) -0.37(0.72)  -0.41 (0.67)
Privately-owned -0.52 (0.50)  -0.55 (0.42) -0.09 (0.44)  -0.12(0.39) -1.08 (0.56)  -1.10 (0.52)°
Design ownership 0.31(0.28)  -0.51(0.24) 0.77 (0.52)°  0.39(0.22) 0.11 (0.31)  -0.27 (0.29)
Export intensity -0.62 (0.58)  -0.61 (0.49) -0.34(0.51)  -0.32(0.44) -0.59 (0.65)  -0.57 (0.60)
Dependency 0.14 (0.20)  0.01(0.17) 0.11 (0.18)  0.01(0.16) 0.19(0.23)  0.08 (0.21)
Relationship age 0.00 (0.00)  0.00 (0.00) 0.00 (0.00)  0.00 (0.00) 0.00 (0.00)  0.00 (0.00)
GDP/capita 0.00 (0.00)  0.00 (0.00) 0.00 (0.00) 0.0 (0.00) 0.00 (0.00)  0.00 (0.00)"
Competitive intensity 0.08 (0.09)  -0.67 (0.08) 0.14 (0.08)  0.02 (0.07) 0.18 (0.10)  0.06 (0.09)
Education -0.14 (0.11) -0.13 (0.09) -0.12 (0.09) -0.11 (0.08) -0.13 (0.12) -0.12 (0.11)
Position -0.26 (0.11)" -0.16 (0.09) -0.32 (0.10)>  -0.24 (0.09)" -0.15 (0.12) -0.07 (0.11)
Independent Variable
Marketing c c c
Capabilities 0.85 (0.10) 0.69 (0.09) 0.69 (0.12)
Adjusted R’ 0.03 0.32 0.10 0.32 0.05 0.19
F 1.49 7.53¢ 2.61° 7.57° 1.72 7.27°
AF sig 0.00 0.00 0.00
N 200 200 200 200 200 200

Note: Unstandardized coefficients are shown with standard errors in parentheses.
p<0.05; °p<0.01; °p<0.001.
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Tests of the Learning Orientation — Marketing Capabilities Hypothesis

To test the hypothesis that the learning orientation of transition economy suppliers is
positively related to their marketing capabilities, the correlation coefficients between
these two constructs were examined. As presented in Table 5.3, learning orientation
was strongly and positively correlated with marketing capabilities ( = 0.62, p <
0.001). Hierarchical regression was employed to further explore how much variation
in the supplier’s marketing capabilities was explained by their firm’s learning
orientations when controlling for the effects of other variables. Unstandardized
regression coefficients are reported in Table 5.5. The results in Table 5.5 shows that
learning orientation has a positive effect on marketing capabilities (b = 0.48, p <
0.001). The part correlation coefficient between learning orientation and marketing
capabilities was 7 = 0.49 and the reliability of the learning orientation scale was a =

0.88. The adjusted effect size therefore equals 7,4 = 0.49/y/ (0.92*0.88) = 0.54, with

the Clos ranges from r,4; = 0.43 to 0.63. Since learning orientation has a statistically
significant contribution to, and a large effect on, marketing capabilities, H, was also

supported.
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Table 5.5 Regression Results for Learning Orientation
Marketing Capabilities (H2)
Model 1 Model 2
Constant 5.00 (0.65)° 2.29 (0.59)°
Control Variables
Firm size 0.08 (0.11) 0.11 (0.09)
Firm age -0.25 (0.20) -0.01 (0.16)
Export age -0.01 (0.02) -0.01 (0.01)
State-owned 0.05(0.41) -0.18 (0.33)
Privately-owned 0.04 (0.32) 0.15 (0.26)
Design ownership 0.54 (0.18)° 0.37 (0.14)"
Export intensity -0.02 (0.37) -0.16 (0.30)
Dependency 0.15(0.13) 0.14 (0.11)
Relationship age 0.00 (0.00) 0.00 (0.00)
GDP/capita 0.00 (0.00) 0.00 (0.00)*
Competitive intensity 0.18 (0.06)" 0.05 (0.05)
Education -0.01 (0.07) 0.06 (0.05)
Position -0.12 (0.07) -0.03 (0.06)
Independent Variables
Learning Orientation 0.48 (0.05)°
Adjusted R’ 0.06 0.40
F 2.05° 10.35¢
AF sig 0.00
N 200 200

Note: Unstandardized coefficients are shown with standard errors in parentheses.

p<0.05; °p<0.01; °p<0.001.

Tests of the Relationship Quality — Marketing Capabilities Hypothesis

To test the hypothesis that relationship quality is positively related to the marketing

capabilities of the transition economy suppliers, the correlation coefficients between

these two constructs were examined. As presented in Table 5.3, relationship quality

was positively correlated with marketing capabilities (» = 0.32, p <.001). Hierarchical

regressions were employed to further explore how much variation in the supplier’s
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marketing capabilities was explained by their relationship quality with their most

important multinational buyers. The results in Table 5.6 show that relationship quality
had a statistically significant effect on marketing capabilities (b = 0.40, p < 0.001).
Furthermore, the effect size (part correlation) between relationship quality and
marketing capabilities was 7 = 0.31. Since the reliability of the relationship quality

measure was a = 0.79, the adjusted effect size thus equals 7,4 = 0.31/y/ (0.92%0.79) =

0.36, with the Clos ranges from 7,4, = 0.23 to 0.48. Since relationship quality has a
statistically significant contribution to, and a medium effect on, marketing capabilities,

H; was also supported.
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Table 5.6 Regression Results for Relationship Quality
Marketing Capabilities (H3)
Model 1 Model 2
Constant 5.00 (0.65)° 2.76 (0.78)°
Control Variables
Firm size 0.08 (0.11) 0.12 (0.10)
Firm age -0.25 (0.20) -0.26 (0.19)
Export age -0.01 (0.02) -0.00 (0.02)
State-owned 0.05(0.41) -0.13 (0.39)
Privately-owned 0.04 (0.32) -0.03 (0.30)
Design ownership 0.54 (0.18)° 0.51 (0.17)°
Export intensity -0.02 (0.37) -0.14 (0.35)
Dependency 0.15(0.13) 0.07 (0.13)
Relationship age 0.00 (0.00) 0.00 (0.00)
GDP/capita 0.00 (0.00) 0.00 (0.00)
Competitive intensity 0.18 (0.06)° 0.17 (0.05)°
Education -0.01 (0.07) -0.01 (0.06)
Position -0.12 (0.07) -0.11 (0.07)
Independent Variables
Relationship quality 0.40 (0.08)°
Adjusted R’ 0.06 0.16
F 2.05" 3.72¢
AF sig 0.00
N 200 200

Note: Unstandardized coefficients are shown with standard errors in parentheses.

9<0.05; °p<0.01; °p<0.001.

Tests of the Cultural Distance Moderator Hypothesis

To test whether the relationship quality — marketing capabilities relationship was

moderated by the cultural distance separating the suppliers from their multinational

buyers, moderated regression analysis was employed (Friedrich 1982; Jaccard, Turrisi

and Wan 1990; Sharma, Durand and Gur-Arie 1981). This implied the estimation of

three sets of equations:
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(1) Y=5by+ b X

(11) Y= b() + b1X+ sz

(i)  Y="bo+bX +b:Z+ b3XZ

where Y represents the dependent variable (marketing capabilities), X represents the

independent variable (relationship quality), Z represents the moderator variable

(cultural distance), and XZ represents a multiplicative interaction term. If b; in the

third equation does not equal zero and differs significantly from b, in the second

equation, a moderating effect is inferred (Sharma et al. 1981). To facilitate the

interpretation of the regression coefficients reported in the moderated regression

analysis, several steps were taken. First, the independent variables and the moderator

were standardized. Then, the interaction terms were computed by multiplying the

standardized independent variable with the standardized moderator. Consequently, the

resulting unstandardized regression coefficients derived from the manually

standardized variables were considered to be the “standardized” solution for the

analysis (Aiken and West 1991). These steps were taken because the automatically-

generated standardized solution by the SPSS program will be based on the

standardization of all independent variables. A standardized interaction term that is

automatically calculated by the software, hence, will generally be somewhat different

from the manually calculated cross-product of two standardized variables (Aiken and

West 1991). Manually calculating the standardized interaction terms is therefore
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necessary to generate an accurate standardized regression coefficient.

As predicted in hypothesis 4, cultural distance should strengthen the
association between relationship quality and marketing capabilities. Table 5.7 presents
the results of the moderated regression analysis for cultural distance with suppliers’
marketing capabilities as the dependent variable. An examination of the change in the
F-statistic between the main effects model (Model 3) and the conditional effect model
(Model 4) reveals that the interaction term (relationship quality x cultural distance) is
marginally statistically significant (b = 0.09, p <0.10). In terms of effect size, the part
correlation between this interaction term and marketing capabilities was small-sized
with » = 0.12. The reliability of Hofstede’s (2001) cultural distance measure could not
be calculated with the usual formula for the Cronbanh’s alpha and therefore full
correction for measurement error for this £S was not possible (Hofstede 2001; Hunter
and Schmidt 2004). Nonetheless, Kogut and Singh’s (1988) index was an objective
measure of Hofstede’s (2001) cultural distance data, which may therefore be assumed
to be measured without error variance (Hiilsheger, Anderson and Salgado 2009).
Hence, no correction for unreliability was made for cultural distance. This effect size
was then adjusted using the scale reliabilities of the relationship quality and the

marketing capabilities measures. The adjusted effect size equals 7,4 = 0.12/,/

(0.79*0.92) = 0.14, with the Clos ranges from 7,4, = 0.00 to 0.27. As the interaction

term registered a small effect on marketing capabilities, these results together
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suggested that H4 was marginally supported. Additionally, the statistically

insignificant correlation between cultural distance and marketing capabilities (the

dependent variable) suggested that cultural distance was a pure-moderator of the link

between relationship quality and marketing (Sharma et al. 1981).

Table 5.7 Moderated Regression Results for Cultural Distance

Marketing capabilities (H4)

Model 1 Model 2 Model 3 Model 4
Constant 5.49 (0.05)° 5.49 (0.05)° 5.49 (0.05)° 5.49 (0.05)°
Control Variables

Firm size 0.04 (0.06) 0.06 (0.05) 0.06 (0.05) 0.07 (0.05)

Firm age -0.08 (0.06) -0.08 (0.06) -0.08 (0.06) -0.09 (0.06)

Export age -0.03 (0.05) -0.01 (0.05) -0.01 (0.05) -0.00 (0.05)

State-owned 0.01 (0.08) -0.02 (0.08) -0.02 (0.08) -0.03 (0.08)

Privately-owned 0.01 (0.08) -0.01 (0.08) -0.01 (0.08) -0.00 (0.08)

Design ownership 0.16 (0.05)° 0.15 (0.05)° 0.15 (0.05)° 0.15 (0.05)°

Export intensity 0.00 (0.06) -0.02 (0.05) -0.02 (0.06) -0.03 (0.06)

Dependency 0.06 (0.05) 0.03 (0.05) 0.03 (0.05) 0.02 (0.05)

Relationship age 0.05 (0.06) 0.05 (0.05) 0.05 (0.05) 0.06 (0.05)

GDP/capita -0.05 (0.05) -0.06 (0.05) -0.06 (0.05) -0.05 (0.05)

Competitive intensity 0.16 (0.05)° 0.15 (0.05)° 0.15 (0.05)° 0.14 (0.05)°

Education -0.01 (0.05) -0.01 (0.05) -0.01 (0.05) -0.01 (0.05)

Position -0.08 (0.05) -0.08 (0.05)" -0.08 (0.05) -0.08 (0.05)
Independent Variable*

Relationship quality 022 (0.05°  0.22(0.05) 0.22 (0.05)°

(RQ)

Moderator Variable*

Cultural distance (CD) -0.00 (0.05) -0.01 (0.05)
Interaction Term*

RQx CD 0.09 (0.05)"
Adjusted R’ 0.06 0.16 0.16 0.17
F 2.05° 3.72° 3.45° 3.49°
AF sig 0.02 0.00 0.94 0.07
N 200 200 200 200

Note: Unstandardized coefficients are shown with standard errors in parentheses.
19<0.10; *p<0.05; °p<0.01; °p<0.001; *manually standardized.
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Common Method Variance

Common method variance is likely to be a problem if the dependent, independent, and

external variables appear to be a single factor that accounts for substantial variance, or

if there is a small number of factors made up of dependent, independent, and external

variables (Podsakoff and Organ 1986; Podsakoff, MacKenzie and Podsakoff 2003).

Common method bias may occur when the data for the dependent and independent

variables are collected from the same respondent. This type of self-bias may arise

when the covariance between the predictor and criterion variable was actually made

up by the respondents (Podsakoff ez al. 2003). Therefore, common method bias may

distort the true effects in the sample.

To assess whether common method variance was a big problem in this study,

Harman’s single-factor test was performed (Podsakoff ef al. 2003). Following the

tradition in previous studies, all variables in this study were loaded into an exploratory

factor analysis (Anderson and Bateman 1997; Greene and Organ 1973; Greenley and

Oktemgil 1997; Schriesheim 1979; Wang et al. 2006). The basic assumption of this

technique is that if a substantial amount of common method variance is present in the

data, either a single factor will emerge, or one general factor will account for the

majority of the variance among the measures (Podsakoff ez al. 2003). The unrotated

principal component factor analysis revealed an eighteen-factor solution, with the

largest factor explaining 27.8% of variance. These results suggested that no general
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factor appeared to account for the majority of variance.

To explore the possible common method variance problem more cautiously,

partial correlation procedures designed to control for method biases were also

performed (Chang, Witteloostuijn and Eden 2010; Podsakoff et al. 2003). In this

study, the competitive intensity measure was used as a “marker variable” because it

lacks a theoretical ground to be correlated with one of the independent variables, the

relationship quality measure. Two techniques were undertaken to assess the common

method variance problem. Firstly, the correlation between the marker variable and the

relationship quality measure was checked. A statistically significant correlation

observed between the marker variable and the relationship quality measure can be

assumed to be due to common method variance (Lindell and Brandt 2000; Lindell and

Whitney 2001; Podsakoff et al. 2003). As observed from Table 5.3, however, the

correlation between competitive intensity and relationship quality was not statistically

significant (» = 0.04), providing evidence that common method variance may not be a

great concern of this study. The second step was to compare the zero order

correlations and the partial correlations (with the marker variable controlled) of the

two main hypothesized associations (i.e., the effects of learning orientation and

relationship quality on marketing capabilities) (Pallant 2005; Podsakoff et al. 2003).

The zero order correlation between learning orientation and marketing capabilities

was 7= 0.62 (p <0.001), and its partial correlation was » = 0.60 (p < 0.001). For the
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relationship quality measure, its zero order correlation with marketing capabilities was

r=0.32 (p <0.001) and its partial correlation remained unchanged when the effect of

the marker variable was partialled out. Since controlling for the marker variable had

very little effect on the strength of the two main hypothesized relationships, the

contaminating effect of method biases was considered to be not serious in this study.

In addition, if common method variance was largely responsible for the

relationship among the variables, the one-factor CFA model (presented in Chapter

Four) should fit the data well (Iverson and Maguire 2000; Korsgaard and Roberson

1995; Mossholder ef al. 1998). The rationale here is similar to that of the Harman’s

single factor test, which expects that a CFA should indicate that the single-factor

model fits the data well if method variance was largely responsible for the covariation

among the measures (Mossholder ez al. 1998). In contrast, the CFA results described

in Chapter Four showed that all the constructs used in this study had achieved better

model fits when they were measured separately instead of in a single-factor model.

To summarize, while the results of these analyses did not preclude the

possibility of common method variance, they suggested that common method

variance was not of great concern and thus was unlikely to confound the

interpretations of research results.
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Conclusion

The research findings revealed that both the learning orientation of the transition
economy suppliers and the quality of their relationships with multinational buyers had
positive effects on the suppliers’ marketing capabilities. Suppliers’ marketing
capabilities, in turn, had positive effects on various performance outcomes.
Furthermore, the positive effect of relationship quality on marketing capabilities was
enhanced by the cultural distance separating the buyers and suppliers. The results for
the hypothesis testing, including effect sizes and the 95% confidence intervals for
each effect, are summarized in Table 5.9. These results are interpreted and discussed
in light of previous research in the next chapter.

Table 5.9 Summary of Hypotheses Results

Adjusted  Clgs for the

i *

Hypothesis ES(r) ES (r)  adjusted ES Tables

Hla: Marketing capabilities > market 0.52 0.60 0.50 — 0.68 54
performance

H1b: Marketing capabilities = product 0.46 0.52 0.41 —0.61 54
performance

Hlc: Mar‘ketlng capabilities = overall 0.37 0.45 0.33-0.55 54
business performance

H2: Supphe‘r s leamlgg erentatlon > 0.49 0.54 0.43 — 0.63 55
marketing capabilities

H3: Buyer-supplier’s relationship 031 0.36 0.93 — 0.48 56

quality = marketing capabilities

H4: Moderating effect of cultural
distance on relationship quality = 0.12 0.14 0.00 —0.27 5.7

marketing capabilities

*Part correlation coefficient
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Chapter 6. Discussion

The purpose of this chapter is to discuss and interpret the findings reported in the

previous chapter. The results supported all four hypotheses of this study in that

suppliers’ learning orientations and the quality of the buyer-supplier relationships

were found to be positively related to the suppliers’ marketing capabilities. Marketing

capabilities, in turn, were found to be positively related to three types of business

performance in a transition economy. Furthermore, the cultural distance separating

buyers and suppliers was found to strengthen the link between relationship quality and

marketing capabilities.

In this chapter, the results are discussed in terms of both effect sizes and

confidence intervals. Effect sizes facilitate interpretations of the practical significance

of each effect and the confidence intervals quantify the precision of the estimated

effects. The provision of confidence intervals has been highly recommended recently

because it reveals the stability of results across studies (APA 2001). It is also highly

recommended to contrast the confidence intervals found in this study with those

reported in previous studies. In this way, plausible regions for the population

parameters can be constructed (APA 2001). In this chapter, the study findings are

interpreted in non-technical language to facilitate interpretation of their practical

significance.
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The Effects of Marketing Capabilities

The present study re-examined the marketing capabilities — firm performance
relationship using Vorhies and Morgan’s (2005) marketing capabilities measures.
Marketing capabilities showed the largest positive effect on market performance at 7,4
= 0.60, followed by product performance at r,4; = 0.52, and overall business
performance at r,4; = 0.45. The effect sizes of marketing capabilities on these
performance indicators reported in previous studies conducted in the context of

transition economies are summarized in Table 6.1 for comparison purposes.

Table 6.1 Marketing Capabilities and Firm Performance in Transition Economies:
Effect Sizes

Setting  Study N Measures Used ES Adjusted
Marketing Capabilities (a) Business Performance (a) ES
(A) For market performance
China This study 200 Overall MC?*(0.92) Market performance (0.87) 0.52 0.60
China Gu et al. (2008) 282 Channel and responsive Sales growth and market 0.43 0.50°
capabilities (NA) share (NA)
(B) For product performance
China This study 200 Overall MC®(0.92) Product performance (0.85) 0.46 0.52
China Eng & 268 Overall MC?(0.84) Product release success 0.07 0.09
Spickett-Jones (0.75)
(2009)
(C) For overall performance
China This study 200 Overall MC*(0.92) Overall performance (0.72) 0.37 0.45
China Ellis & Davies 200 New product development Business performance (0.88) 0.32 0.37
(2006) (0.86)
Hungary, Hooley et 1619 Marketing culture, strategic Firm performance (0.82) 0.29 0.35
Poland, al(1999) marketing and operational
Slovenia marketing (0.86)
China Zou et 176 Pricing, product Export financial 0.56 0.61
al.(2003) development, distribution  performance (0.92)
and communication
capabilities (0.92)

*Marketing capabilities items sourced from Vorhies and Morgan (2005); "mean scale reliabilities was substituted
for calculating the adjusted effect size.

-129 -



Chapter 6. Discussion
To facilitate discussion of the effects summarized in Table 6.1, Clygs were constructed

for each of these estimates. These Cls were plotted and are compared with the
relevant Clos of this study. The Clgs for marketing capabilities effects on market
performance, product performance and overall performance were plotted in Figures
6.1, 6.2 and 6.3 respectively. The CIs were calculated based on individual point
estimate and sample size. The width therefore varies from sample to sample. The

square boxes in the Cls are the adjusted ES of the samples.

Figure 6.1 Marketing Capabilities and Market Performance in Transition
Economies: Clgs for 2 Independent Studies

0.7 —
0.6 T L
Effect size T
(raa)
0.5 | 1 +
0.4 —
Gu et al. This study
(2008)
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Figure 6.2 Marketing Capabilities and Product Performance in Transition
Economies: Clgs for 2 Independent Studies

0.7
0.6 1

0.5 1
Effectsize (.4 +

(raa) 03 +
02 1

0.1 1

01

0.1

Eng & Spickett- This study
Jones (2009)

Figure 6.3 Marketing Capabilities and Overall Performance in Transition
Economies: Clgs for 4 Independent Studies

0.8
0.7 1
0.6
Effect size
(Yagp) 05 1

N )
| i

0.2

Zouetal. Ellis& Hooley This Pooled
(2003) Davies et al. study (k=4)
(2006) (1999)

Note: & is the number of studies

Several conclusions can be drawn from Figures 6.1, 6.2 and 6.3. First, the effect of
marketing capabilities on market performance found in this study (r.4 = 0.60) is very

similar to that found in Gu et al. (2008) (7,4 = 0.50) as shown in Figure 6.1. Another
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point worthy of note is that the Clys of the present study has an overlap of about 50%

with that of Gu et al. (2008), indicating a high consistency in the findings. Since Gu et
al.’s (2008) study was also conducted in a transition economy, it is likely that
marketing capabilities have a positive and substantial effect on market performance in
such economies.

In contrast to market performance, the effect of marketing capabilities on
product performance does not demonstrate such consistency. The ES of this study (7.
= 0.52) is much larger than that reported by Eng and Spickett-Jones (2009) (744 = 0.09)
and there is no overlap between the Clys of these two studies (Figure 6.2). Such
inconsistency may be attributed to sampling variation. The sample in Eng and
Spickett-Jones’s (2009) study consisted of manufacturers from the electronic industry
only, while the whole manufacturing sector was covered in the present research.

There may be some other factors (e.g. technological capabilities) that have greater
influence than marketing capabilities on product performance in the electronic
industry. However, as there are only two Cls in the literature so far, the precise size of
this effect in transition economies is yet to be concluded. It is also possible that the
true ES is closer to that reported by Eng and Spickett-Jones (2009) instead of the £S
found in this study.

In terms of the effect of marketing capabilities on overall performance, the

positive ES identified in this study (7,4 = 0.45) is similar to the results in previous
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studies conducted in transition economies (i.e., Ellis and Davies 2006; Hooley et al.

1999; Zou et al. 2003). The Clys of this study also overlaps with part of the intervals

of these previous studies, demonstrating a high degree of congruence with past work

(Figure 6.3). To further estimate the range of possible effect sizes in the population,

the £S found in this study was combined with the three ES estimates reported in

previous studies to construct a pooled Clos following the meta-analysis procedures

described in Chapter Two. It is observed that the pooled Clys overlaps with all the Cls

of previous studies except that of Zou et a/ (2003), indicating that Zou et al’s (2003)

ES was probably larger than the true population effect. Again, such variation in ES

may be due to sample difference.

Any confidence interval is likely to be affected by sampling error, it is

therefore important to build upon earlier studies to refine the precision of the

estimated population effect. The refined Clys was plotted and compared with the

original Clos from the literature (Figure 6.4). The calculation of Clys from previous

studies included two ES estimates on market and product performance in the literature

because few studies have reported ES on overall performance. These two estimates

were, however, excluded from the calculation of pooled Clys because an additional ES

on overall performance of this study helped to construct a CI specifically for the effect

of marketing capabilities on overall performance.
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Figure 6.4 Marketing Capabilities and Overall Performance in Transition
Economies: Clgs from Meta-Analysis

0.5
T %4 T 045
. 041
Effect size ¥ 0.38
(rag) ¥ 0.36
03T =031
=025
0.2 : ; ;
Previous studies Pooled, excluding
including market and market and product
product performance performance (k=4)

(k=5)

Note: £ is the number of studies

The pooled Clys is narrower than the previous one with the adjusted weighted mean
ES increased from 7,4 = 0.36 to 0.38. Eliminating the two ES of market and product
performance from calculations, and adding the ES of this study, has therefore
improved the precision of the estimated population ES. The refined Clgs shows a
larger lower limit and a smaller upper limit and covers a range of medium-sized
effects only. Hence, it is possible to claim with 95% confidence that the true
population effect of marketing capabilities on overall performance in transition
economies is medium-sized.

After discussing the results, three approaches are used to interpret the practical
significance of the findings in this study. First, the adjusted effect sizes are squared to

estimate the proportion of shared variance between marketing capabilities and
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different performance indicators (Hair ez al. 1998). Second, the percentage change in

the performance indicators as explained by one unit change in the supplier’s
marketing capabilities are calculated to quantify the practical value of marketing
capabilities in transition economies. Third, to elaborate further the effects of
marketing capabilities in the real-world, the percentage change in performance for
suppliers with high marketing capabilities versus low marketing capabilities (one
standard deviation above/below the mean) were calculated and compared.

With regards to market performance, the adjusted effect size between
marketing capabilities and market performance was r,4 = 0.60, indicating that 36%
(0.60*0.60) of the variance in suppliers’ market performance could be explained in
terms of their marketing capabilities in transition economies. The unstandardized
regression coefficient (b,,. = 0.85) in Table 5.4 reveals that every single scale unit
increase in suppliers’ marketing capabilities (holding other factors constant) is likely
to lead to a 0.85 scale unit increase in market performance (Hair et al. 1998). The
predicted market performance scores of an average supplier with low marketing
capabilities (defined as one standard deviation below the mean) was calculated and
compared with that of an average supplier with high marketing capabilities (defined
as one standard deviation above the mean). Following conventional practices, the
actual values of the independent variables were substituted into the following

regression equation to calculate the predicted value of the dependent variable (e.g.,
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Cohen et al. 2003, p.67; Jaccard and Turrisi 2003, p.14):

P
V=by+ 2 b,
j=1

where Y is the continuous dependent variable (i.e., performance in this case), b; is the
unstandardized regression coefficient of the jth variable and X is the actual value of
the jth variable. To predict the market performance of an average supplier with low
marketing capabilities, the mean values of the control variables and a low marketing
capabilities’ score (i.e., mean — 1S.D. = 5.5 — 0.7 = 4.8) were substituted into the
above equation. For an average supplier with high marketing capabilities, the mean
values of the control variables and a high marketing capabilities’ score (i.e., mean +
1S.D. =5.5 + 0.7 = 6.2) were substituted into the above equation. As the data of firm
size, firm age and dependency were log-transformed to deal with the normality
assumption for data analysis, the mean values of these three variables (shown in Table
5.2) were log-transformed when being substituted into the above equation. It should
be noted that an average supplier was assumed to be a privately-owned enterprise
because over 90% of the suppliers were from this group. So, the value for the dummy
variable of state-owned enterprise was assumed to be zero and that for privately-
owned was assumed to be one. Accordingly, an average supplier with low marketing
capabilities is predicted to have a market performance score of 4.42, while that for an

average supplier with high marketing capabilities is predicted to be 5.61. Hence, there
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will be a (5.61 —4.42) / 4.42 = 26.9% increase in market performance by suppliers

with high marketing capabilities (defined as one standard deviation above the mean)
over that by suppliers with low marketing capabilities (defined as one standard
deviation below the mean) in transition economies.

For product performance, an adjusted effect size of 7,4 = 0.52 reveals that
27.0% (0.52*0.52) of the variance in the suppliers’ product performance may be
explained by their marketing capabilities. Regarding the practical value of marketing
capabilities on product performance, this can be interpreted by referring to the
unstandardized regression coefficient of marketing capabilities on product
performance, where b = 0.69 (Table 5.4). Every single scale unit increase in the
suppliers’ marketing capabilities (holding other factors constant) is likely to result in a
0.69 scale unit increase in the predicted product performance. The predicted product
performance scores of an average supplier with low and high marketing capabilities
are 5.02 and 5.99 respectively. This means there is a (5.99 —5.02) / 5.02 = 19.3%
increase in product performance by suppliers with high marketing capabilities
(defined as one standard deviation above the mean) over that by suppliers with low
marketing capabilities (defined as one standard deviation below the mean) in
transition economies.

Finally, the adjusted effect size for overall performance was 7,4 = 0.45,

meaning 20.3% (0.45*0.45) of the variance in the suppliers’ overall performance may
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be explained by their marketing capabilities. The unstandardized regression

coefficient for marketing capabilities on overall performance (b = 0.69) was the same
as that on product performance. Hence, every single scale unit increase in the
suppliers’ marketing capabilities (holding other factors constant) is also likely to
result in a 0.69 scale unit increase in the predicted overall performance. The predicted
overall performance scores of an average supplier with low marketing capabilities
(defined as one standard deviation below the mean) and high marketing capabilities
(defined as one standard deviation above the mean) are 3.74 and 4.70 respectively.
Hence, there will be a difference of (4.70 — 3.74) / 3.74 = 25.7% in overall
performance between average suppliers with low and high marketing capabilities in
transition economies.

Collectively, these findings lend support to the conclusion that marketing

capabilities enhance market, product and overall performance in transition economies.

The Effect of Learning Orientation on Marketing Capabilities

Given the substantial practical value of marketing capabilities offered to transition
economy suppliers, the identification of factors that improve their marketing
capabilities is thus an important issue. As indicated by the results, learning oriented
transition economy suppliers are more able to advance their marketing capabilities

than those who are less learning oriented. The adjusted effect size (7,4 = 0.54)
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Discussion

between learning orientation and marketing capabilities is positive and the Clys covers

effects from medium to large-sized (» = 0.43 to 0.63). The Clys of previous studies

and the one with this study were plotted and compared with the pooled Clgs in Figure

6.5.

Figure 6.5 Learning Orientation and Marketing Capabilities: Clgs for 12
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1.0
0.9 1
0.8 1
0.7 7
0.6 1
0.5 1
0.4 1
0.3 1

0.2 1

0.68

S

0.57

=

0.46

0.1

2 3 4 5 6 7 8 9 10 11 12 Pooled Clys
(k=12)

Note: 1: Burpitt (2004); 2: Sinkula et al. (1997); 3: Keskin (2006); 4: Hult et al. (2004); 5: Wang et al.

(2006); 6: Mavondo et al. (2005); 7: Baker & Sinkula (1999); 8: Hult (1998); 9: Calantone ef al.
(2002); 10: Hult et al. (2000); 11: Liu et al. (2002); 12:This study; k& is the number of studies.

It is observed that the ES of this study (7,4 = 0.54) is close to that reported in a

number of previous studies as shown in Figure 6.5 (e.g., Baker and Sinkula 1999;

Hult 1998; Hult et al. 2004; Keskin 2006; Mavondo et al. 2005; Wang et al. 2006),

demonstrating a high consistency with previous work. Furthermore, nine out of twelve
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Clys (including the interval of this study) overlap with the pooled Clys, indicating a

relatively stable positive effect of learning orientation on marketing capabilities across
different samples. Compared to the two previous studies conducted in transition
economies, the Clys of this study overlaps with that of Wang et al. (2006) but not with
Liu et al. (2002). The smaller ES (7,4 = 0.30) reported in Liu et al. (2002) may be
attributed to their sample of state-owned companies, which were observed to be more
bureaucratic and have less competitive cultures than their privately-owned
counterparts (Deshpandé and Farley 2000). Given that the concept of marketing
capabilities is related to flexibility and efficiency in the organizational culture and
activities, the positive effect of learning orientation on marketing capabilities might
therefore be mitigated by the less-responsive organizational culture among the
respondents in Liu et al.’s (2002) study.

As can be observed from Figure 6.5, the pooled Clos for the effect of learning
orientation on marketing capabilities has an adjusted weighted mean ES of 7,4 = 0.57
and covers a range of medium to large-sized effects. As there are currently only three
studies estimating this effect in transition economies, the specific range of a plausible
population ES in this context is still unclear. Future research in transition economies
providing additional ES will help to construct a specific Clgs in this context,
advancing our understanding of this effect in transition economies and facilitating

comparison of this effect in transition and open economies.
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In terms of the practical significance of learning orientation in transition

economies, the adjusted effect size for the learning orientation — marketing
capabilities relationship is 7,4 = 0.54, meaning 29.2% (0.54*0.54) of the variance in
the suppliers’ marketing capabilities may be explained by their learning orientations.
Furthermore, the unstandardized regression coefficient of learning orientation (b =
0.48) reveals that a single unit increase in the suppliers’ learning orientation (with
other factors being constant) is likely to result in a 0.48 unit increase in the predicted
score of their marketing capabilities. The predicted marketing capabilities scores for
average suppliers with low and high learning orientations will be 5.34 and 6.20
respectively. Hence, an average supplier with a high learning orientation (defined as
one standard deviation above the mean) will have more advanced marketing
capabilities than an average supplier with a low learning orientation (defined as one
standard deviation below the mean) by (6.20 — 5.34) / 5.34 = 16.1% in transition

economies.

The Effect of Buyer-Seller’s Relationship Quality on Marketing Capabilities
The prediction that relationship quality between the transition economy suppliers and
their multinational buyers will affect the suppliers’ marketing capabilities was
supported. The positive association (7,4 = 0.36; Clos = 0.23 to 0.48) between

relationship quality and marketing capabilities identified in this study indicates that
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suppliers’ relationships with their multinational buyers have positive effects on their

learning of marketing capabilities. The Clos of this study and those from previous

studies were plotted and are compared with the pooled Clys in Figure 6.6.

Figure 6.6 Relationship Quality and Marketing Capabilities: Clgs for 11
Independent Studies
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Note: 1: Voss ef al. (2006) - US sample; 2: Voss et al. (2006) - Japan sample; 3: Corsten &
Kumar (2005); 4: Wu et al. (2007); 5: Zhang et al. (2003); 6: Jap and Anderson (2003);
7: Siguaw et al. (1998); 8: Yli-Renko et al. (2001); 9: Brachos et al. (2007); 10: Hult et
al. (2000); 11: This study: & is the number of studies.

Figure 6.6 shows that the Clys of this study overlaps with five out of ten Clgs of

previous studies, indicating some level of consistency with past research. Additionally,

eight out of eleven ClIs (including this study) overlap with the pooled Clys, indicating

a high stability in the positive effect of relationship quality on marketing capabilities.

A large overlapping area in the Clys of this study and the pooled interval further
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indicates a consistency in the result of this study with past research.

Since no previous study conducted in transition economies has provided ES
for the association between relationship quality and marketing capabilities, the Clos of
previous studies (7,4 = 0.30 to 0.58) identified in Chapter Two may be interpreted as
the 95% confidence interval of this effect in open economies. As the ES of this study
(r4qi = 0.36) 1s within the Clos of previous studies in open economies, it is likely that
the positive effect of relationship quality on marketing capabilities may be the same
regardless of setting. The pooled Clys in Figure 6.6 reveals that the true population
effect is likely to be medium to large-sized. However, the specific range of plausible
population effects in transition economies is still unclear because only the present
study estimated ES in this context and any CI is likely to be affected by sample
selection. Future studies examining this effect in transition economies will thus help
to construct a specific Clys for this context, enabling comparisons with the effect in
open economies.

The practical value of buyer-seller relationships on marketing capabilities may
be suggested by an examination of the adjusted effect size, where r,4 = 0.36.
Accordingly, 13.0% (0.36*0.36) of the variance in the suppliers’ marketing
capabilities may be explained by the quality of relationships with the multinational
buyers. The unstandardized regression coefficient of relationship quality (b = 0.40)

reveals that a single unit increase in the quality of the buyer-seller relationship
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(holding other factors constant) is likely to result in a 0.40 unit increase in the

predicted score of suppliers’ marketing capabilities. The predicted marketing
capabilities scores for an average supplier with a low and high relationship quality
will be 5.48 and 5.96 respectively. Hence, there will be an increase of (5.96 — 5.48) /
5.48 = 8.8% in marketing capabilities by suppliers with high relationship quality (one
standard deviation above the mean) over that by suppliers with low relationship

quality (one standard deviation below the mean) in transition economies.

The Moderating Effects of Cultural Distance

In this study, cultural distance was found to strengthen the link between relationship
quality and marketing capabilities. The effect is small, however, at = 0.12 at the p =
0.07 level. Is this result substantive? For to statistical reasons, moderating effects are
usually found to be small. Hair ef al. (1998) and Murphy, Myors and Wolach (2009)
point out that due to the unavoidably high correlations existing between the
interaction terms and the two independent variables in the regression model, the
increase in explanatory power for the interaction term is necessarily small. More
importantly, the p value will be lowered with an increase in sample size. For instance,
assuming the observed effect of cultural distance and the true population effect are of
the same size, a priori analysis reveals that an additional 225 observations would be

needed to have an 80% chance of achieving statistical significance with « set at 0.05.
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This provides justification for relaxing the alpha level to p < 0.10. Since no study to

date has examined the moderating effect of cultural distance on the relationship
quality — marketing capabilities association, no direct comparison could be made
regarding the confidence interval for the moderating effect of cultural distance.
Nonetheless, the confidence interval for this study indicates that the moderation effect
may range from r,4; = 0.00 (no effect) to 0.27 (small effect) in the population as
presented in Figure 6.7. Findings from future research will help to arrive at a more

precise estimate.

Figure 6.7 Effect Sizes (Clgs) of the Moderation Effect of Cultural Distance on
the Relationship Quality - Marketing Capabilities Relationship

0.3
T 0.27
02 1
Effect size 1014
(rad) 01 1T
0.0 1 = 0.00
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The positive effect of cultural distance contributes to the debate in the literature
regarding its role in learning. The direction of this effect contradicts that predicted by
the traditional view of cultural distance, which holds that clashes in national culture

create barriers to learning (Cartwright and Cooper 1996; Evangelista and Hau 2009;
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Nahavandi and Malekzadeh 1988; Schweiger 2002; Simonin 1999). However, this

supports the view that emphasizes the potential for cultural distance to enlarge the

knowledge base for learning (Barney 1988; Ghoshal 1987; Gomez-Mejia and Palich

1997; Morosini et al. 1998; Reus and Lamont 2009). The positive moderating effect

may be context-specific. As shown in Table 5.1, a large cultural distance implied that

the Chinese suppliers were linked to the more sophisticated buyers from mature

economies (e.g., Sweden, the United States, the Netherlands and Australia) as

opposed to less sophisticated buyers in culturally closer countries (e.g., Indonesia,

India, Jordan, UAE, South Africa). The Chinese suppliers were therefore exposed to

more advanced marketing knowledge and skill-sets when they were selling to buyers

from culturally distant countries and hence are more likely to learn from them.

Therefore, if this study were conducted in other transition economies such as those of

Eastern Europe, a larger cultural distance may link the suppliers to buyers from other

transition economies rather than those from open economies; the moderating effect of

cultural distance may then be dismissed or run in the opposite direction (i.e., have a

negative effect). However, it is worth noting that GDP per capita has been included in

the regression analyses. Hence, the confounding effects of economic development

have been controlled for analysis. Another, more generic, explanation for the positive

moderating effect of cultural distance is the concept of complementary capabilities.

Cultural distance may be correlated with differences in the types of knowledge and
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skill sets between buyers and suppliers. Selling to a culturally distant buyer may

therefore increase the learning opportunities for suppliers; that is, the product and
market information provided by culturally distant buyers are more likely to
complement the suppliers’ knowledge base. Evidence for this interpretation was
provided by some of the Chinese suppliers interviewed in this study:

A buyer (from a US company in this country) has shared with us some
information related to the technological advancement on a particular type of
electrical wire for audio devices. The buyer expected this technology would
become a new industry standard in five years. We are therefore able to start
researching on this technology ahead of competitors. This also increases our
chance of continuing the business relationship with this buyer because we are
likely to meet their standard in the near future (from an audio equipment
manufacturer in Guangzhou).

Our buyer (from a US retail company in China) has taught us a lot in terms of
marketing planning. They formulate the sales forecast with us, give us advice
on packaging, and conduct some joint-promotion programs with us to promote
our products during festival periods such as Christmas. Our business
performance has increased significantly after supplying to this customer (from
a toy manufacturer in Shenzhen).

I don’t think our buyer (from a Hong Kong company) has taught us anything.
We provided them the samples of our products in the beginning. They buy
from us because they are satisfied with our product and prices. They have
never provided us any advice on product design or marketing plans. We have
been utilizing our own market knowledge to develop new products (from a
safe manufacturer in Shenzhen).

Therefore, although cultural difference implies risk and difficulty in intercultural
business communication, it also indicates opportunities for transition economy
suppliers to learn and improve.

In terms of the practical significance of the interaction effect, an adjusted
effect size of r,q; = 0.14 implies that 2.0% (0.14*0.14) of the variance in suppliers’

marketing capabilities may be explained by the interaction between cultural distance
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and relationship quality. To determine the forms of the interaction effect, the simple

slopes of high and low relationship quality (one standard deviation above and below

the mean) were plotted for high and low cultural distance (one standard deviation

above and below the mean) in Figure 6.8, following the guidelines provided by Aiken

and West (1991, Chapter Two). As can be seen from Figure 6.8, the slope for the high

cultural distance group was steeper than that for the low cultural distance group.

Simple slope tests further show that relationship quality is more positively related to

marketing capabilities when buyers are culturally distant (simple slope test: f=0.31,

p <0.001) than when they are culturally proximate (simple slope test: #=0.13, p <

0.05). The positive effect of relationship quality drops from medium-sized » = 0.30 to

small-sized » = 0.13 for high and low cultural distance respectively.

Figure 6.8 Interaction Effect of Cultural Distance
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The practical significance of the moderating effect is also revealed in Figure 6.8. In

the situation of high quality relationship, an average supplier selling to a high cultural

distance buyer (defined as one standard deviation above the mean) will have a

marketing capabilities score of 5.8. In the same situation, an average supplier selling

to a low cultural distance buyer (defined as one standard deviation below the mean)

will have a marketing capabilities score of 5.6. Hence, there will be around (5.8 — 5.6)

/5.6 = 3.6% difference in marketing capabilities between these two groups of

transition economy suppliers.

Although the cultural distance moderator appears to have a smaller effect on

marketing capabilities than the two independent variables in this study, it may

nevertheless be important to transition economy managers. In a competitive market

environment, customers have many product choices and any small difference in

marketing capabilities may result in winning or losing a big business contract. For

example, if a multinational buyer wants to source US$1 million of products from a

transition economy, a supplier who is most able to satisfy the buyer’s requests is most

likely to get the business contract. As such, even if there is just a 0.1 unit difference in

marketing capabilities between supplier A and supplier B, the supplier who has even a

tiny advantage in marketing capabilities is likely to win the business contract. Hence,

any factors that have positive effects on transition economy suppliers’ marketing

capabilities should not be neglected. The relatively small positive moderating effect of
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cultural distance on the relationship quality - marketing capabilities linkage may lead

to a big difference in transition economy suppliers’ performance.

Conclusion

The findings of this study have been discussed in the light of previous research and
interpreted in terms of their practical significance. The main lesson for transition
economy suppliers is that they may improve their marketing capabilities by
cultivating a learning orientation and by learning from a multinational buyer in a high
quality business relationship. In contrast to previous studies, cultural distance was
found in a transition economy to have a small positive effect on supplier’s learning of
marketing capabilities by interacting with the relationship quality measure.
Theoretical and managerial implications emerging from these findings, together with

the limitations and future research directions, are discussed in the next chapter.
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Chapter 7. Conclusions

The findings of this study support the broad conclusion that transition economy

suppliers can learn marketing skills through their relationships with multinational

buyers and that the degree of learning will be positively related to the quality of that

relationship. Suppliers’ learning orientation and the cultural distance separating them

from their multinational buyers were also found to affect their learning or acquisition

of marketing capabilities positively. In this final chapter, the main contributions of

this study are reviewed. Following this, the implications for managers in transition

economies are discussed. The limitations of the study are then identified and some

suggestions are made regarding future research directions. An overall conclusion of

this work is provided at the end.

Contributions of this Study

This study has made four substantial contributions to the literature. First, the study

contributes to the marketing literature by identifying two antecedents to transition

economy suppliers’ marketing capabilities; namely, suppliers’ learning orientation

and the quality of their relationships with multinational buyers operating in the local

markets. This study provides arguably the first empirical investigation of these

relationships. Previous research has shown that that export linkages with foreign

customers can improve the marketing skills of transition economy suppliers (Ellis and
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Davies 2006; Zou et al. 2003). However, some researchers have argued that exporting

is evidence of marketing ability (Drucker 1974; Torre 1971). In addition, the majority

of firms in transition economies are probably non-exporters. It is therefore important

to learn how these suppliers acquire marketing capabilities in the first place and the

results of this study help to bridge this research gap. Chiefly, it was found that the

better the relationship quality, the better the suppliers’ marketing capabilities. A good

relationship with a multinational buyer enhances a supplier’s access to that buyer’s

knowledge base, thereby facilitating the supplier’s learning of marketing capabilities.

Social capital theory contends that social capital facilitates actions (Dyer and Singh

1998; Lane and Lubatkin 1998; Yli-Renko et al. 2001) and the findings of this study

confirm the positive influence of suppliers’ social capital (i.e., the quality of their

relationships with buyers) on their learning of marketing capabilities, providing

further support to the theoretical extension of the social capital theory. In addition, the

results of this study contribute to the literature of learning orientation by unveiling its

positive relationships with marketing capabilities. A learning orientation encourages

suppliers to pay attention on their markets, thereby enhancing their ability to

formulate effective marketing strategies (i.e., superior marketing capabilities). Overall,

the results support the conjecture that transition economy suppliers can learn

marketing from multinational buyers without leaving their home markets.

Second, this study contributes to the debate on whether cultural distance
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hinders or promotes learning. The effect of buyer-supplier relationship quality on

suppliers’ marketing capabilities was found to be positively moderated by the cultural

distance separating the suppliers from the buyers. The larger the cultural distance, the

greater the positive effect of relationship quality. This finding contrasts with the

traditional view, which interprets cultural distance as a source of conflict and

misunderstanding, thereby hindering knowledge acquisition (Evangelista and Hau

2009; Simonin 1999), but confirms an emerging view that suggests cultural distance

signals learning opportunities (Reus and Lamont 2009). The tentative conclusion of

this study is that the benefits of forming linkages with buyers from culturally distant

countries exceed the costs of maintaining those linkages for transition economy

suppliers.

Third, the findings demonstrate that transition economy suppliers can

leverage their marketing capabilities to achieve superior performance. Despite a

significant volume of research on the marketing capabilities — performance

relationship, very few studies have tested this linkage in transition economies. The

observed positive effects of marketing capabilities on market, product and overall

performance therefore contribute to the growing body of research on marketing

capabilities by providing further empirical evidence regarding these relationships in

transition economies. These findings also support resource-based theory by

demonstrating that variation in organizational performance can be explained by
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heterogeneity in organizational capabilities. The findings furthermore provide

empirical support for the dynamic capabilities theory by indicating that organizational

abilities to respond to dynamic market environment (e.g., marketing capabilities) are

positively related to organization performance.

Managerial Implications

Transition economy suppliers can benefit from the findings of this study in several

ways. An important benefit is that, the study shows that performance gains do result

from marketing capabilities even in transition economies, reinforcing conclusions

drawn by studies conducted in other transition economies (Ellis and Davies 2006; Gu

et al. 2008; Hooley et al. 1999; Ruiz-Ortega and Garcia-Villaverde 2008; Tsai and

Shih 2004; Vorhies and Morgan 2005; Weerawardena and O’Cass 2004; Zou ef al.

2003). The results reveal that transition economy suppliers with low-level marketing

capabilities should be able to increase their market, product and overall business

performance by as much as 26.9%, 19.3% and 25.7% respectively if they are able to

improve their marketing capabilities to a high level. In this context, a “low level”

implies a marketing capabilities score that is one standard deviation below the sample

mean, while a “high level” means a score that is one standard deviation above the

sample mean. Managers in transition economies should thus aim to advance their

marketing capabilities to enhance their performance on these dimensions. Specifically,
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suppliers are recommended to assess their current capabilities (with reference to major

competitors) in pricing, product development, channel management, marketing

communication, selling, marketing information management, market planning and

marketing implementation. By doing so, they may be able to identify areas for

improvement.

The second managerial implication of this study is based on the positive effect

of learning orientation on marketing capabilities. The results indicate that suppliers

with a low degree of learning orientation will be able to improve their marketing

capabilities by as much as 16.1% if they are able to raise their learning orientation to a

high level. Here a “low level” means a learning orientation score that is one standard

deviation below the sample mean, while a “high level” means a score that is one

standard deviation above the sample mean. The implication is that pursuit of a

learning orientation in firms in transition economies is justified. Transition economy

suppliers are thus recommended to foster a learning orientation in their organizations.

Managers may first assess their organization’s current degree of learning orientation

by asking themselves three questions: (1) is my organization committed to learning?

(2) Has my organization conveyed our company visions to employees? And, (3) has

my organization questioned our established mental models? These factors could affect

cross-functional teamwork and inhibit the degree of knowledge exchanges across

departmental boundaries. To create an environment that encourages learning,
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managers should cultivate a culture of open and attentive listening. They must also be

open to criticism (Garvin 1993). A culture of openness will facilitate frequent and

open communication, improving the quality of knowledge exchanges. In addition,

managers could also implement motivation programs to encourage staff to embrace

proactive learning, and to organize discussion groups regularly to share the learning

experience of each department and to question together long-held organizational

practices.

The third managerial implication is related to the positive influence of buyer-

supplier relationship quality on suppliers’ marketing capabilities. Results indicate that

suppliers in low quality relationships will be able to improve their marketing

capabilities by as much as 8.8% when they are in high quality relationships with

buyers. Here a “low quality” means a score that is one standard deviation below the

sample mean and a “high quality” means a score that is one standard deviation above

the sample mean. The findings suggest that transition economy suppliers’ learning of

marketing capabilities will be facilitated by the quality of their relationships with

multinational buyers operating in the local market. Managers should therefore aim to

nurture high quality relationships with buyers of this type. For instance, managers

may actively manage these relationships to exploit the learning potential inherited in

the supply-contracts. They may also actively seek buyers’ suggestions on different

supply-arrangements and to evaluate their satisfaction on such areas. In doing so, they
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will be more likely to develop collaborative relationships with buyers, increasing their

likelihood to identify the areas for improvement and to respond to buyers’ needs

quickly (i.e., improved marketing capabilities).

Another important implication arising from this study is that, cultural distance

was found to strengthen the link between relationship quality and marketing

capabilities. The findings indicate that suppliers linked with culturally distant buyers

will have greater marketing capabilities then their counterparts linked with culturally

proximate buyers. Transition economy suppliers are therefore advised to look for

more culturally distant buyers in their search for multinational buyers. In particular,

mangers are recommended to view culturally distant buyers as a potentially valuable

source of marketing know-how and to explore more learning opportunities when they

are linked with these buyers. Suppliers may also initiate dialogue on different topics

with culturally distant buyers because they may be able to provide a wide variety of

information which is new to the suppliers.

Limitations and Future Research Directions

The findings of this study need to be interpreted with some care as the study is limited

in a number of important aspects. These limitations inhibit the validity and

generalizability of the findings while indicating avenues for future research.

The first limitation is concerned with the measurement of relationship quality.
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In this study, the relationship quality between the transition economy suppliers and

their multinational buyers was measured from the suppliers’ perspective only. The

results therefore can only show that suppliers’ perceptions of relationship quality are

positively linked with their learning of marketing capabilities. However, learning can

not be achieved if there is no party transferring knowledge. The effectiveness of

learning, as reflected by supplier’s marketing capabilities in this study, is also likely to

be affected by the buyers’ perceptions regarding the quality of their relationships with

suppliers. If the buyers do not perceive their relationship to be good, they will hesitate

to share information and knowledge with their suppliers, limiting the suppliers’

learning opportunities. Accordingly, only measuring relationship quality from

suppliers’ perspectives may have reduced the precision of the estimated effect of

buyer-supplier relationship quality on marketing capabilities, as reflected by a wide

confidence interval that includes effects ranging from small to medium-sized.

Therefore, future research could usefully measure dyadic relationship quality between

the buyers and suppliers. This would afford a stronger test of the hypothesis linking

relationship quality and marketing capabilities and improve the precision of the

confidence intervals for this hypothesis.

The second limitation of this study is related to the oversight of the potentially

important role of guanxi played in supplier’s learning of tacit knowledge (i.e.,

marketing capabilities) in China. Guanxi is defined as friendship with an expectation
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of continued exchange of favours (Pye 1992). The core elements of guanxi comprise

mutual obligation and reciprocal of favours (Luo 1997). In essence, guanxi is about

the cultivation of long-term personal relationships to secure favours in personal

connections (Ramasamy et al. 2006). The concept of guanxi is instrumental in the

daily lives of the Chinese people (Gold, Guthrie, and Wank 2002) and is considered

the lifeblood of the Chinese business society (Jacobs 1980; Alston 1989; Hall and Xu

1990; Yang 1994). This has implications for any study of knowledge transfers set in

China. Ramasamy et al. (2006) noted that Chinese firms are reluctant to share

knowledge with “outsiders,” or those lacking guanxi connections. In contrast, firms

with stronger guanxi networks are more able to coordinate activities and pool

resources from their guanxi partners (Peng and Heath 1996). Information obtained

from a guanxi partner is also likely to be more reliable, rich and trustworthy,

facilitating inter-firm learning. Results from past studies have shown that guanxi

facilitates knowledge exchanges in China (e.g., Gu et al. 2008; Ramasamy et al. 2006).

Since organizational learning is ultimately achieved by people, it is likely that

personal-level relationships (e.g., guanxi) will have some effect on suppliers’ learning

of marketing capabilities in transition economies such as China. Given the important

role of guanxi in the Chinese society, future research would do well to examine the

supplemental effect of guanxi on suppliers’ learning.

There is also scope to improve the measurement of distance. In this study
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cultural distance was measured using the well-known Kogut and Singh (1998) index

with data sourced from Hofstede (2001). Although it is believed that culture is rooted

in the values and norms of people within a country and does not change easily, most

of the data in Hofstede (2001) were collected in the 1970s from a single company.

The data, therefore, may not reflect current values and may have limited

generalizability (Reus and Lamont 2009). In addition, the cultural distance measure

does not capture the multiple dimensions of institutional distance separating suppliers

from their multinational buyers. Institutional distance describes the degree of

dissimilarity between two countries’ institutional profiles and has traditionally been

defined in terms of three dimensions namely, normative distance, regulatory distance

and cognitive distance (Kostova and Zaheer 1999; Busenitz, Gémez and Spencer

2000; Xu and Shenkar 2002). Normative distance refers to the beliefs, values and

norms that define expected behavior in a society; regulatory distance refers to the

rules and laws that exist to ensure stability and order in societies, and cognitive

distance refers to the cognitive structures (i.e., the shared social knowledge and

cognitive categories) embedded in a society (Scott 1995; Kostova and Zaheer 1999).

Hence, a large institutional distance is likely to hamper knowledge transfer and reduce

the applicability of the acquired knowledge (Kostova 1999; Xu and Shenkar 2002;

Jensen and Szulanski 2004). Institutional distance has been found to affect foreign

affiliates’ business strategies and operations, and inhibit the transfer of strategic
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organizational practices from a parent company to a subsidiary (Kostova and Roth

2002; Jensen and Szulanski 2004). A question yet to be examined is whether the value

of learned capabilities outweighs the cost of overcoming the institutional distance

separating transition economy suppliers from the multinational buyers?

One interesting phenomenon was observed during data collection signalling a

potentially interesting research opportunity. Most of the respondents said that the

boundary spanners in the multinational buying firms were often local Chinese. When

the boundary spanners in both the buyer and supplier firms share a common language

and cultural background, the communication hurdles originally associated with the

cultural distance separating the buyers from suppliers will be reduced, facilitating

suppliers’ learning. It would thus be interesting to investigate the effect of the

nationality of the boundary spanners in the relationship quality — marketing

capabilities relationship. Multinational buyer firms operating in transition economies,

furthermore, are likely to have the need to localize certain business aspects in

suppliers’ markets. Mutual learning between the multinational buyers and transition

economy suppliers is thus possible, signalling another interesting area for future

studies to work on.

Transition economy suppliers were assumed to have learnt marketing

capabilities from their multinational buyers in this study. No attempt, however, was

made to gauge the actual level of learning or to record the learning process undertaken
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in the supplier firms. In this study, causality was inferred on the basis of the

underlying causal logic rather than the cross-sectional evidence. This raises the

possibility that the causal order has been mis-specified, that suppliers’ marketing

capabilities may enhance the quality of their relationships with multinational buyers

or their learning orientation. Having signaled that a link between relationship quality

and marketing capabilities exists, future studies have much to contribute by measuring

the actual level of learning that takes place in buyer-supplier relationships. Future

researchers might investigate the causal dynamics involved using a case-based

approach. Such an approach will enable researchers to examine learning processes

directly as well as identify the specific types of marketing capabilities acquired.

Future research can also build upon the current study by investigating the

potential feedback effect of marketing capabilities on the quality of buyer-supplier

relationships. As successful learning experience is likely to further improve suppliers’

evaluations on their relationships with the multinational buyers, recursive paths are

likely to exist between marketing capabilities and buyer-supplier relationship quality.

Additionally, supplier’s improved marketing capabilities may also promote their

continual learning attempts because such a favorable experience is likely to increase

the motivation of learning.

A further possible improvement is to control for industry difference in the

sample. The effects of marketing capabilities on various performance measures are

-162 -



Chapter 7. Conclusions
likely to vary with industry. Marketing capabilities are likely to have larger positive

effects on business performance in the service sector than in the manufacturing sector.

In the service sector, the heterogeneity between intangible service offerings is likely

to be smaller than that between tangible products in the manufacturing sector. Hence,

customers’ choices are more likely to be based on the marketing efforts of the service

providers. Consequently, the effects of marketing capabilities on performance in

different industry settings are worthy of deeper investigation.

In addition, the effect of cultural distance on suppliers’ learning of marketing

capabilities deserves further attention. In this study, multinational buyers with large

cultural distance from Chinese suppliers were generally from more advanced and

open economies, such as the US, Australia, Austria, Netherlands and Sweden. By

contrast, multinational buyers with small cultural distance were typically from other

transition economies or less developed economies such as Indonesia, India, Jordan

and Thailand. The moderating effect of cultural distance found in this study may have

therefore masked something else as it appeared to be associated with the

sophistication of the multinational buyers’ home markets. Although the per capita

GDP of the country of origin of the multinational buyer firms was controlled for in

this study, it would be interesting to test the role of cultural distance in other transition

economies. It would be particularly interesting to examine this hypothesis in transition

economies such as Russia and Hungary, which are culturally similar to more open
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economies like France, Germany and Italy. If the results obtained here hold in other

studies, this will add weight to the “complementary knowledge” explanation.

The current study provided evidence that transition economy suppliers can

learn marketing capabilities from multinational buyers. Given the tacit nature of

marketing capabilities, suppliers are more likely to learn marketing by engaging in

high quality relationships with their multinational buyers than by observing rivals.

However, for indigenous transition economy firms lacking foreign linkages, learning

from competitors may be a viable means for improving marketing capabilities. This is

consistent with Vorhies and Morgan’s (2005) notion that firms can improve marketing

capabilities through benchmarking those of top-performing firms. An opportunity to

contribute further to the literature might be in examining whether transition economy

firms learn marketing by imitating their rivals.

Future research will also improve the precision of the estimates of the effects

observed in this study. In this case the target sample size was primarily determined by

statistical power issues and the logistical complexities of conducting research in China.

Although this approach bore fruit in the form of satisfying hypothesis tests, the

relatively wide confidence intervals reveal a need for more precise estimates of the

effects. Future research is therefore encouraged to provide effect sizes and to refine

further the confidence intervals of the estimates. Lack of provision of such

information often leads to incomparable results across studies and the conclusions of
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these studies then become meaningless for managerial purposes and may be

misleading for theory testing and development purposes.

Although the common method variance problem was not severe in this study,

future studies would control for this problem more effectively if the data for the

independent and dependent variables were collected from different persons. Such

method could minimize the common method bias by avoiding any artificial

covariance between the two variables resulting from respondents’ consistency motif,

implicit theories, social desirability and mood state (Podsakoft et al. 2003). Although

a “marker variable” was identified from the study to control for the contaminating

effect due to respondents’ consistency motif, it may not be able to control for biases

resulting from respondents’ tendency to answer the questions in a way that presents

them in a favourable light. Future studies may therefore measure the extent of social

desirability of the respondents and to control this variable in every analysis.

Summary

Economic transformation is taking place in many parts of the world. A major

challenge that manufacturers in all transition economies face is the increasing level of

competition in local markets resulting from the liberalization of trade and proliferation

of product choices available to consumers (Siu 2005; Springer and Czinkota 1999).

Although marketing capabilities are generally found to be able to help companies
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compete for customers, transition economy suppliers are relatively unskilled in

marketing due to their limited exposure to open markets. The aim of this study was

therefore to address the question, what factors affect suppliers’ learning of marketing

capabilities in transition economies?

In a departure from previous work focusing on those relatively rare transition

economy companies that are directly linked with foreign companies either through

joint ventures or export exchanges, this study examined transition economy suppliers

who are linked with multinational buyers operating in the suppliers’ home market.

Evidence collected from 200 exchange relationships revealed that transition economy

suppliers can learn marketing from their buyers and that the degree of learning is

enhanced by a learning oriented culture and by high quality relationships with their

buyers. The benefits of quality relationships are enhanced to the degree that they are

with buyers from culturally distant countries. These capabilities will, in turn, enhance

transition economy suppliers’ market performance, product performance, and overall

performance.

There are two main takeaways from this study. First, the study shows that even

when domestic markets are under-developed, transition economy managers who are

good at marketing will enjoy superior performance relative to local rivals. Second,

transition economy managers were found to be able to learn marketing capabilities

without leaving home. This is an original and important finding as the majority of
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manufacturers in transition economies are unlikely to have direct linkages with buyers

in foreign markets. Having signalled the learning opportunities inherent within key
channel relationships within transition economies, the limitations of this study
indicate a number of potentially interesting areas for further work on this important

topic.
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Appendix 1 Solicitation Letter
Appendix 1a. Solicitation Letter from the Bureau of Foreign Trade and
Economic of the Guangzhou Municipality (The Original Chinese Version)
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Appendix 1 Solicitation Letter
Appendix 1b. Solicitation Letter from the Bureau of Foreign Trade and
Economic of the Guangzhou Municipality (Translated version)

Bureau of Foreign Trade and Economic of the Guangzhou
Municipality

Please support the survey activities of the
The Hong Kong Polytechnic University

Dear Entrepreneurs,

To enhance the marketing capabilities and business performance of enterprises’
international trade activities, the Department of Marketing and Management of the
Hong Kong Polytechnic University is now conducting a research about the
international trade activities of Chinese enterprises. Meanwhile, that university’s
PhD students, namely, Wong Hiu Kan and Zhan Ge, are going to distribute
questionnaires of this research and carry out related survey activities. Please kindly
assist and cooperate with them to complete the survey.

Regards,
Bureau of Foreign Trade and Economic of the Guangzhou Municipality

12 June 2008
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Appendix 2. Questionnaire of this Study
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Appendix 2 Questionnaire
Please return this questionnaire to 1 [1] & 7] 45 42 :

THE HONGKONG Department of Management & Marketing,
Q POLYTECHNIC UNIVERSITY The HK Polytechnic University, Hung Hom, Kowloon.
(?’ B TREEHRNHER
BRI T R Miss Ada Wong £/ (Tel Hiif): +852 6023 / +852 27667131
E-mail H1]If: ms.ada Fax {1 E: +852 27650611

Survey of Chinese Manufacturers
Py L 13 IR A

Strictly Confidential

NOTE: If there is any discrepancy between the English and Chinese translations below, please follow the
English version.

ER: PSR E R, 35 AR #E

PART A: Company Background
Bt L AER
A1 Where is your company’s head office located? (Please tick one)
SEAE RLSTRLE: (7 —20)
Mainland China Hong Kong Macau Taiwan
L o L s oL W] L] B
Elsewhere (Please specific)

L ey G

A.2 The number of employees currently works directly for your company:

AT JRE 1 H -
number of full-time employee
AR A H People/ A\
number of part-time employee
AW U 2 H People/ A
A3 When did your company FIRST begin operation?
AT T AR E? Year/f:
Month/H
A4 When did your company FIRST begin exporting?
S AT AR H 2 Year/4f
Month/J

A5 Which of the following best describes the ownership of your company? (Please tick one)

LR 30U RE AR B /A 7 RO (i

State-owned enterprise 1( )
EEEfal4

Collectively-owned enterprise 2( )
GARPTAT Al

Privately-owned enterprise 3( )
AE Al
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Appendix 2 Questionnaire
Department of Management & Marketing,

Q THE HONGKONG HK Polytechnic University, Hung Hom, Kowloon.
q POLYTECHNIC UNIVERSITY EWRE T ASREHRRTHER
&/ mwmrie
A.6 What is the proportion of your company’s total sales in the following areas?
LU L7 T 52w S B K A 4y 2 L2
Original Equipment Manufacturing (OEM) (i.e., manufacture the products based on %
(o]

the designs provided by the customer)

Jrah e g R (RN 42 R SR AR B AT 142 7)

Original Design Manufacturing (ODM) (i.e., design and manufacture the products for

the customer) %
JEARBE R R (R ) 2 7 SR At vk IF A A A 142 )

Original Brand Manufacturing (OBM) (i.e., manufacture the products which carries

your company’s brand) %

A R (B 2R 1 A R )
TOTAL / & 100%

A7 What is the proportion of your company’s total sales in the following areas?

LR JLJ5 1 % o 5 28 )L B B AR 1 0 2 L2

Direct export to foreign firms outside China

ER Y E R [E A RS FE A %
Sales to foreign firms based in China (including HK and Taiwanese companies)

B TIEE P EN A BN (LR LS BT A H]) %
Sales to local firms in China (including Chinese trading companies)

BT AL AN (G E NS 5 2 ) %

TOTAL / & 100%

A.8 Among your customers in China, what is the nationality of your most important foreign
customer?

FEST A mI K E AR B, XS Al RER K — MR E T A

A.9 With reference to the previous question, what is the percentage of total sales of your
company coming from this foreign customer?
AR IXANN B b s wLRENEE 4y 2 L2
%

A.10 When did your company start doing business with this foreign customer?

LA A L IXANN R T I TR A AE?
Years /4F Months /H

Please answer the questions in the next section with
reference to this foreign customer.

BUXAMSNR S, TERIE T — 82 4 K AL
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Appendix 2 Questionnaire

qu PART B: Business Relationship with this foreign customer
B GRS EES IR KT

B. Please indicate how well each of the following statements describes the business relationship between your
company and this foreign customer:

IR LR ) IR A S A ) ERAAMRE R KRR 2 Al

Strongly Somewhat Somewhat Strongly
disagree disagree agree agree
Neither
Disagree agree nor Agree
disagree
Please circle the response that best fits, do not miss out any -1 x I 1B _ i
question: VN il x b % % ]‘%
R AT IR | RERE: B B B ol o =
(1)  This customer keeps promises made to our firm
AN PR TBAT R A2 T R { 2 & s 9 e v
(2) This customer is always frank in dealing with us
BAE P RA TR A 12 3 4 5 6 7
(3) We believe the information that this customer provides us
AV A H AN SR 15 { 2 ¢ & & g v
(4) This customer is genuinely concerned with our business
performance 12 3 4 5 6 7

AR SR BATINE S Al

(5) When making decisions, this customer considers our
welfare as well as  their own 1 2 3 4 5 6 7
Mg I, XA 23 A FRATTRUS 1) 25 B AL

(6) This customer is trustworthy

AT 12 3 4 5 6 7
(7) We regret the decision to do business with this customer
BTG A3 A { 2 ¢ “ & g v
(8)  Overall, we are very satisfied with this customer
AR, AT TRE AN AL 95 7 12 3 4 5 6 7
(9) We are very pleased with what this customer does for us
AT IRE AN B AT BT B 5 0% . 2 & E E e v
(10) If we had to do it all over again, we would still choose to
do business with this customer 12 3 4 5 6 7

DR PAT 0 Kk, A TIE b B A% ) MR R

(11) This customer exaggerated needs to get what they desired

AN T AL A T AR B { 2 & s 9 e v
(12) This customer is not always sincere

AN AR L H 2T 12 3 4 5 6 7
(13) This customer altered facts to get what they want

AN Ny T A T R T e o S A L 2 e . 2 € U
(14) Good faith bargaining has been a hallmark of this

customer’s negotiation style 12 3 4 5 6 7

A A S IXAN 3 IR s R X
(15) This customer provided a completely truthful picture when
negotiating 1 2 3 4 5 6 7
XA e A 5 AT R
(16) This customer has breached formal or informal agreements
to their benefit 12 3 4 5 6 7
XA A, T A ORI E R AR E R Y
(17) We expect our relationship with this customer to last a long
time 1 2 3 4 5 6 7
BTN 5 XA IR R AR
(18) We assume that renewal of agreements with this customer
will generally occur 12 3 4 5 6 7
BATNA HIEAE AL SBAF I B
(19) We make plans for the continuance of our relationship with
this customer, and not only for individual orders
BATh G IXAZ PR SRR AR RAEFT S, 1A = PR
BT
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PART C: Marketing Capability

Qa&b F=Ht BEHREL

C. Please rate your company’s marketing capabilities relative to your major competitors in the following areas:

MRS T EESEGR T, R SRV S A R I T e B RE D2

Strongly Somewhat Somewhat Strongly
disagree disagree agree agree
. Neither agree
Disagree : Agree
nor disagree
ease circle the response that best fits, do not miss e R = bt _ i
out any question: A Gl A b )I% :Egl l%
17 Pl HH e S (R, AN BB g X g P = =
Pricing ZH 727

(1) We use pricing skills to respond quickly to

market changes 1 2 3 4 5 6 7

FRAT R T PR 117 47 1 AR AR 5 5 i
(2) We are familiar with competitors’ pricing tactics

FAVAREH T e 4e 0  T- R I 5k 1234 5 6 7
(3) We do an effective job of pricing our products

FRATAEF= b 2 M 7 T AR 1 2 3 4 5 6 7
(4) We monitor our competitors’ prices and price

changes 1234 5 6 7

PAG G TE S T I R

Product development /=43 JF K HEL

(5) Our new product development ability is high

FAIFF R b I RE D AR 1 2 3 4 5 6 7
(6) We develop new products to exploit R&D

investment. 1234 5 6 7

FA TR HAERT T 5 R B TER I RH7 h
(7) We launch new products successfully

TAT Ty bt B 1 2 3 4 5 6 7
(8) We ensure that product development efforts are

responsive to customer needs 1234 5 6 7

AT R i FF RIS T BB B I s 2

Channel management SE& £ #5571

9) We maintain good relationships with our

distributors 1 2 3 4 5 6 7

A5G4 BRI ORRE RAFRIR R
(10) We can attract and retain the best distributors

FRATEEML S | B A SR A 1K) - B R 1234 5 6 7
(11) We add value to our distributors’ business

FATT 2 Ay 434 T 1 T v A 1 2 3 4 5 6 7
(12) We provide a high level of service support to

distributors 1234 5 6 7

FRATT2x o34 v B O3t v TR A R 95 S

Marketing communication 7747/ 4% & 14557

(13) We develop and execute our advertising
programs effectively 1 2 3 4 5 6 7
BT me A R A J 5 ) & T H

(14) Our advertising management and creative skills
are good 1234 5 6 7
AT AR BT HA AR LT

(15) We have good public relations skills

AT A AL TR 1 2 3 4 5 6 7
(16) Our brand image management skills are good

Tl R 54 B B T A 1234 5 6 7
17) We manage our corporate image and

reputation effectively 1 2 3 4 5 6 7

TATA BB E C TR S %
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Appendix 2 Questionnaire
Q&b PART C: Marketing Capability (Continued)
P _Eoww gt

C. Please rate your company’s marketing capabilities relative to your major competitors in the following areas:
MR T T EZEGR T, W R BRI DT m AR T B B RE ) 5 T KR B2
Strongly Somewhat Somewhat Strongly
disagree disagree agree agree
Neither agree

Disagree nor disagree Agree
Bl . ) . £ A" 5 4
ease circle the response that best fits, do not miss 1 xR IS B _ i
out any question: ~ &l ~ M )lé_.li g ]'%
W R AT R | R B o B R | g o
Selling #/£557

(18) We give our salespeople the training they

need to be effective

RN VB BRI B, oty 12 34 5 6 !

W T A
(19) We have good sales management planning

and control systems 1 2 8 4 5 6 7

FRATTR B B I SRRtk 4 I e ARG
(20) The selling skills of our salespeople are good

ATV 65 57 0 5 B 5 1R 12 34 5 6 7
(21) We have good sales management skills

AV 14048 5 B T AR i 2 & “ g € v
(22) We provide effective sales support to our

sales force 12 34 5 6 7

FRAT A 65 I BASREA R0 sCr

Market information management 77747 /5 & 55 #

(23) We gather information about customers and
competitors 1 2 3 4 5 6 7
TAT TS e B T 3 et T O 5 R

(24) We use market research skills to develop
effective marketing programs

B 2E N RIS £ PR iy 12 34 5 6 7
HIH
(25) We track customer wants and needs
T 13 BRI ) S S 7 1 2 3 4 2 2 v
(26) We make full use of marketing research
information 12 34 5 6 7

FeArTRE 7S 0 FH BT S R TS 245 B
(27) We analyze our market information

AT HRA TN 15 B 1 2 3 4 5 6 7

Marketing planning Z#/ % 1527

(28) We have good marketing planning skills

AVE S HR B ARG 12 34 5 6 7
(29) We can effectively segment and target market

AR ARl ) R v 173 i 2 5 E 5 6 7
(30) Our marketing management skills and

processes are very good 12 3 4 5 6 7

TRATE G B R T R R AR L
(31) We have thorough marketing planning
processes 1 2 3 4 5 6 7
TATE 4 FR R R AR 42

Marketing implementation %7/ L/HIH 17557

(32) We allocate marketing resources effectively

Tl A 20 T S 1 05 12 Eh 5 B 7
(33) We organize to deliver marketing programs
effectively 1 2 3 4 5 6 7

BATEEAT R ZH LS it o5 i gy A I H
(34) We translate marketing strategies into action
AV REAS T S B R AL S BRAT ) 12 34 5 6 7
(35) We execute marketing strategies quickly
AT e T I AT T I SR
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Qb PART D: Learning Orientation
R _mmamty #amwt

D. Please indicate how well each of the following statements describes your company’s learning orientation:

i LU R 1) TR A A T 2 SR # 2 iE R

Strongly Somewhat Somewhat Strongly
disagree disagree agree Agree
Neither agree

Disagree :
nor disagree

Agree

Please circle the response that best fits, do not
miss out any question:
W R AENRE A ERE

B
A
- Tt
pade
U v
Bt =]
iR

(1) Managers basically agree that our
organization’s ability to learn new
knowledge and/or skills is the key to
our competitive advantage
R T2 B A E IR A 2 ) 1 2 3 4 5 5 v
SRR BE T M T3 S A v A 56 AT 3
P S

(2) The basic values of this organization
include “learning as key to
improvement”
ERRNFMEANEWRERE T 3]
JEHRATFIE A (R DGR

(3) The sense around here is that
employee training is an investment, not
an expense
TEAA T, JiE AR — T, ! 2 8 4 ° 6 7
[[IE |53

(4) Learning in my organization is seen as
a key commodity necessary to
guarantee organizational survival
e, M A AT ey 12 3 4 5 6 ’
-

(5) All employees are committed to the
goals of this organization

I i G ARG A 2 W) B AR SS )

(6) Employees view themselves as
partners in charting the direction of the
organization
ARTORABL S ATk ! 2 3 4 ° 6 !
7 1) (kA

(7) Personnel in this enterprise realize that
the very way they perceive the
marketplace must be continually
questioned 1 2 3 4 5 6 7
AN T (R VRS L ARATHIR SR A% 11T
175 U AREAN 52 B0 B

(8) We rarely collectively question our own
biases about the way we interpret
customer information.

A TR A T SRR TRATT I T 4097 % 12 3 4 5 6 7
PO I IR
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PART E: Business Environment

@ BLG B

E. How well each of the following statements describes your company’s business environment in China?

TR U A TR R ST A AR [ B R IR A E

Strongly Somewhat Somewhat Strongly
disagree disagree agree agree
. Neither agree
Disagree . Agree
nor disagree
. , Es H # 1
Please circle the response that best fits, do not -4 A I "B _ FF
miss out any question: D [7) N e )]%\ g ]%
W R AE MR A ERE g = g B = =
(1) Our competitors are relatively weak.
TR E LG ERATISS 1 234 5 6 7
(2) Competition in our industry is cutthroat.
ENN e Win €l 1 2 3 4 5 6 7

(3) There are many “promotion wars” in our
industry. 1 234 5 6 7
AATAE 2T AT e i

(4) Anything that one competitor can offer,
others can match readily.

b o i i 7 TR e e A i s | 2 3 4 5 6 7
EENHE s
(5) Price competition is a hallmark of our

industry.

{5 35 25 AT 143 ! 234 5 6 !

(6) One hears of a new competitive move
almost every day. 1 2 3 4 5 6 7
KATEAR SRR W TGS

Qb PART F: Overall Firm Performance
BB FL AW

F.1 Please evaluate the performance of your company over the in the last year relative to your major competitors.

TR L E— ST A WD T i B S T R

Much worse Somewhat Much better
than worse than tSh%rr?ergﬂ]atebtﬁgssr than
competitors competitors p competitors
Worse than Same as Better than
competitors competitors competitors
2 7 5 a 8 "
Please circle the response that best g % ijj; it E it F
fits, do not miss out any question: = F = E3 LI + L
L TR | TR i A = = e £ 1
% A ¥ - JE3 |
b=y %
(a) Our company’s market share
AR5 A% 1 2 ° 4 ° ° !
(b) Our sales growth
RATORIE B K 1 2 s 49 ® !
(c) Acquiring new customers
WA % P ! 2 3 4 S 6 !
(d) Increasing sales to our existing
customers 1 23 45 6 7

AT 2 A BT

(e) Our product quality and
reliability 1 2 3 4 5 6 7
FRATTIR 7= b SRR A 54

(f) Our product design and
performance 1 23 45 6 7
AT B AN I

(g) Value for money

WA 1 2 3 4 5 6 7
(h) Our manufacturing capabilities
AT 7 ) ! 23 45 6 !
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Am)endix 2 Questionnaire
PART F: Overall Firm Performance (Continued)

Q'b TABG. AL (S

F.2 Please indicate how well each of the following statements describes the performance of your company in the

last year.
PR LA TR R AR E NG A IE R
Strongly Somewhat Somewhat Strongly
disagree disagree agree agree
: Neith
Disagree nglr d?;:ggrrgg Agree
3k 2]
Please circle the response that best fits, do " x I iy E A ﬂE
not miss out any question: A [ A b 3 2 % I'%
i A E MR, AR I = [ A = =
= =
(a) Our overall performance exceeded
expectations last year 1 2 3 4 5 6 7

A ) ) B AR St L 255 1 T

(b) Our overall performance last year
exceeded that of our major competitors 12 345 6 7

AT AL ST 12 5 o T

(c) Top management was very satisfied
with the overall performance last year 1 9 3 4 5 6 7

e R B R R AR IR Ak

b PART G: General Information About Yourself

QP w1 AEH
GA1 Your sex / PE5: 1D Male / % ZD Female /
G.2 What is the highest level of education you have achieved? (Please tick one)

R A I (TIE— 30

Primary school/ lower Secondary school Post-secondary University degree/higher
L/ BUF L g it LK Lo/ ek
G.3 What is your position in this firm?
) AR ] IR
Top-level manager /owner Middle-level manager Lower-level manager/employee
D . - . D - 3( I%;};;/%/F&l
1 méﬁélfi / Eﬂz 2 EP?&ZJ:IE }

Thank you for your time to complete this questionnaire.

Z BB R 7 45
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