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A FflAt-ll':i/ORK FOR Ttl!!: 3TtluCTuflAL DB3IJN OF THC: t-IARKC:TING iJNir: 
A CONTINGC:NCi fHJ':OflY: APPROACH 

Oa'lid A. Boag and Ali Dast,nalcnian 
College of Commerce, Oni'lersity of SasKatcnewan 

rne Lnplementation of ,narKeting strategies in 
industrial organizations is influenced by tne 
extent to wnicn tneir adminL;trati'le structures 
are appropriately designed to Jeal witn tne envi­
ronments in wnich tney are operating. Altnough 
so,ne Key aspects of tne ,narKet ing function Lnpor­
tant to successful per forillance have been iden ti­
fied in previous research and so,ne partial ,nodels 
proposed, tnere is a need to integrate sucn find­
ings fro:n a co,nprehensive organizational perspec­
tive. Tne authors present an integrative concep­
tual model wnicn elaoorates upon nypotnesized 
relationsnips between tne structure of 010 orgO!hi­
zation's marKeting unit, tne conditions of its 
external marKets and emriron,nents, and the perfor­
mance of the marKeting unit. 

Introduction 

In recent years tnere nas oeen a conslderable 
increase in researcn designed to understand tne 
factors affecting tne structure and administrative 
arrangements of organizations. The researcn nas 
also tried to determine now these factors affect 
organizational performance. Generally toe results 
suggest tnat performance Jepends on tne fit 
oetween the structure aJopted and a nu,noer of 
otner factors sucn as size of the organization, 
the tecnnology etnployed 01nd the external environ­
mental conditions in which the company operates 
(Lawrence and Lorscn 1967; Child 1977). 

In ter,ns of the influence of tne environ:nent­
structure matcn on organizational performance, the 
research evidence is less than conclusive (Penn­
ings 1973). ,-lore recent researcn nas provided 
so,ne potenti01l 0\'lenues for further investigation 
of this area (Mansfield et al. 1980; Grinyer and 
Y:asai-Ardekani 1980). A,nong tnese are suggestions 
tna t the influences of the org010 izat ion· s external 
en'lironments may vary in different parts of tne 
organization and that tney are liKely to ha'le tne 
greatest effects on tnose parts of tne organiza­
tion wnicn relate most directly to them. Since 
JJarKeting is tnat function wnich •nost direcly 
links tne organization witn parts of its external 
environments (e.g. customers, competitors, sup­
pliers, etc.), in'lestigations of tne relationsnip 
between tne organization of tne ,narKeting/sales 
unit and tne external environ,nent :nay be espe­
cially relevant. 

A closer and more detailed examination of tnese 
relationsnips ,nay sned lignt on tne usefulness of 
tne contingency model of org010izations in explain­
ing tne performance of organization's marketing/ 
sales unit. More specifically, such an investiga­
tion may uncover relationsnips between structures 
and ,narl(eting environ,nents which in aJdition to 
providing a test of tne conceptual fra,nework, 
would lead to a clearer understanding of environ­
ment-structure-performance relationsnips in speci­
fic situations. The strategic benefit of such an 
approacn is to re-emphasize tnat there is no 
universal principle of marKeting organiz'lt ion 
design. A design tnat is tne best solution for 
one organization ,nay oe only one of a number of 

equally poor alternati'les for another. A conse­
quence of tnis re-e;opnasis may be to further 
sensitize ,nanagemen t to tne fact tna t ,naN:et ing 
structures and control ,mechanisms pro vide a fra,ne­
worK tnrougn wnicn an organization pursues its 
strategic purpose and tnat tnere is a need to 
continually e<aluate tnis structure in light of 
cnanges in tne organization • s marl(et ing environ­
,nents. Tne cnallenge in designing :narKeting 
organizations tnerefore, is to interpret tne 
unique factors in a given situation in such a 
manner as to lead to a particular design which 
will best facilitate tne att01inment of a specific 
strategic option. 

Tnere does appear tnen, to be a need for research 
wnich concentrates on the cnaracteristics of an 
organization's marKets environments, tne aJminis­
trative structure of its mar;{eting unit 'lnd its 
perfor,nance. Tne specific issue as tne authors now 
see it is, 'wnat are tne basic variaoles to wnicn 
tne constructs of ,narc<eting organization struc­
ture, external environments and perfor:nance per­
tain?·. Tne purpose of this paper is to clarify 
tne tneorltical base relating characteristics of 
an organization· s .narKet conditions J.nd toe orga­
nizational structure and perfor,nance of its cnar­
keting unit so that replicaole investigations of 
environment-structure-performance can proceeJ 
fortnwitn. 

Literature Review 

;'/itnin tne organization tneory literature, the 
so-called "structural-contingency" :nodels na'le 
tended to mo'le from a global organization-en<iron­
ment relationsnip to a ,nore disaggregat ed researcn 
design. Theorizine> J.bout toe role of tne 3.pprop­
riate characteristics of tne environments for tne 
functioning of tne "rele'lant" organizational 
units, as distinct from the overall organization 
nas provideJ some notewortny empirical evidence. 
For example, i/neeler et al. (1930) in tneir study 
of 78 co:ntnercial companies found trBt conditions 
of tne organization's marKets nad significant 
effects only on tne specialization and the extent 
of for,nulation of marketing 3.ctivities. Dast,nal­
chian (1984), using data from 29 manufacturing 
firtns, reported tnat tne extent to wnicn orgO!hizOI­
tions deal exclusively with one or a few customers 
related significantly to decentralization witnin 
tne marketing/sales dep8.rtments. rnese, and otner 
studies concentrating on various functions within 
organizations (e.g. Hitt at al. 1982), indicate 
tne Lnport01nce of relying on characteristics of 
specific units (in our case, mar;{eting) and tne 
en'lironmental conditions directly facing tnem in 
order to g'l.in a better understanding of tne ways 
tney operate. Tnese investigations, nowever, have 
an organizational analysis perspective wnich nas 
reduced tne applicaoility of their findings to the 
develop,nent of marKeting thougnt. t:,npirical 
research in mar;{eting pertaining to tne organiz3.­
tion of tne marKeting function is embryonic. An 
exploratory study oy Corey and Star (1971) wnicn 
sougnt to explain variations in structure pri­
:narily in terms of tne nistory of organizations, 
tneir traditions, and tneir strategies, 8.ppears to 
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nave had little i,npact on tne field. Other cnar­
Keting in ves tigat ions, their scope being limited 
to tne roles of product managers (see Bart 1984 
for a comprenensive rel'iew of this research), nave 
made small contrioution to tne area. Tnere nave 
also been a number of conceptual articles relating 
to marKeting organization ( l'ieitz and Anderson 
1981; Sadler 1976) but tney hal'e tended to focus 
on descriptil'e ,oodels not readily a<neniable to 
data collection or hypothesis testing. ,'iore 
recently, emerging literature on ,narKeting imple­
mentation (Bonoma 1984; 3peKman and Gronhaug 1983) 
nolds early pro,nise of stimulating a more tnorou,;h 
study of cnarKet ing organization structure. 

A Contingency Model of tne MarKeting Organization 

Figure 1 illustrates the m21in l'arLwles tnat the 
. autnors nave included in their proposed model. 
Tne model is based on Cnandler's ( 1962) notion 
tnat structure follows strategy. It also indi­
cates tnat there will remain important differences 
in marKeting organization oetween firms wnicn can 
only oe explained oy reference to differences in 
tneir environments. Tne potential influence of 
general organizational cnaracterisitcs on tne 
design of tne unit is also acKnowledged.· TaKen as 
a wnole, the chosen design is suggested to lead to 
a certain level of performane!e for tne unit. rna 
,najor adl'antage of tne proposed model is its 
potential to lead to a ,nore integra ted tneory of 
marKeting organization. In particular, its provi­
sion for tne specifications of particular lfari­
ables witnin a global construct (e.g. separate 
definitions and operationalizations of complexity, 
uncertainty and dependence within tne ,narKeting 
environment) ma><es it possiole to examine comoi­
nations and interactions. 

FIGURE 1 

A CONTINGENCY HODEL OF THE MARKETING UNIT 
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Tne re,nainder of the paper is devoted to reviewin,; 
tne evidene!e and conjecture pertaining to general 
21nd specific linKages within eacn of the 
constructs identified in F igur e 1 . 

Organization of tne Mar><eting Unit 

An itnportant goal in designing a marKeting unit is 
to divide and coordin21te tne actil'ities in such a 
way tnat tne unit can accomplisn its strategic 
purpose. Following upon the worK of Lawrence 21nd 
Lorsch ( 1967), organization theorists have paid 
increasing attention to tne concepts of integra­
tion and differentiation as the building olocKs of 
organizational structure. Integration refers to 
tne coordination botn witnin tne ,narKet ing unit 
and be tween functions, wne reas differentiation 

refers to tne need to divide decision making 
autnority into units witn different goals, time 
norizons and tasl( specializations. A sales 
depart,oent with unit, district and regional .nana­
gers would oe nignly differentiated on a l'ertical 
dLnension, wne reas tne axis tence of progra,n ,nana­
gers in a .narKetin_s organization would be indicil­
tive of 21 nigh level of norizontal differentia­
tion. Program .nanagers would also function as 
intagrators and could be e.oployed on a full or 
part-time oasis. 

Anotner aspect of lesign is the extent to wnicn 
attempts are made to exert closer administrative 
control over the actions and behavior of person­
nel. In tnis connection control can be maintained 
by acnie11ing a balance between tne centralization 
of decision-maKing 21nd formalization (Cnild 1972) . 
For exa,nple, wnen ;narKet in,; managers are empowered 
to maKe contracts with customers there is little 
need for imposing contract administration rules 
and procedures on tne sales force. Alternatively, 
if autnority to maKe suQn dee!isions is moved dmm 
to tne sales force, then there will oe .nore need 
for oounding the scope of tneir discretion by 
i,nposing more oureaurcratization. Gillen tnis 
ractner sLnplified explanation of adminstrative 
control, tne model proposed nere includes tne 
following organization elements: fortnalization, 
standardization, speci21lization and centraliza­
tion. 

CO!Oplexity of tne c'iarKeting Bnvironment 

Tne concept of tne external environments in its 
simplest interpretation refers to ele;nents outside 
tne boundaries of a particular organization. The 
,narKeting liter.ilture nas generally viewed its 
complexity in terms of characteristics of the 
organization's products or marKets. This focus, 
altnough oy no means narrow is at le21st "oounded" 
and possibly more ameniaole to researcn than other 
oroader in terpre ta tions. Pesse•aier ( 19 82) has 
described tne complexity of tne marketing environ­
ment in terms of: (i) horizontal diversification, 
tnat is tne acddition of products or ser·vices suit­
aole for sever21l different marKets and applica­
tions and (ii) vertical integration, whicn refers 
to the manufacture and sale of component outputs 
to otner organiz.:ttions. In addition, Levitt 
( 1980) nas noted that tne CO<Oplexity of the cnar­
l(eting environment can be increased oy the degree 
to wnicn firms differentiate tneir marKeting pro­
grams among customer groups. Jtner research (Sha­
piro 1.H4), albeit not directed at the issues 
addressed in tnis paper, does suggest a possible 
rel21tionsnip between so,ne aspects of structure and 
product or marKet characteristics ( eg. unit v21lue, 
rate of tecnnologic21l cnange; technical complex­
ity; consu,ner need for service; fre..,uency of pur­
chase; rapidity of consumption; and number and 
variety of consumers). 

A co,nmon managerial response to environmental 
complexity nas been to decentralize and specialize 
tne marKeting fune!tion. For instance, in a com­
plex marKet en·viron,nent (cnaracterized oy so,ne or 
all of product, marKet, and supplier diversity), 
decentralization, specialization and close admini­
strative control are liKely to be tne norm. In a 
less co.npiex marKet environment, tnere is a 
,;reater li><elihood that marKeting structure will 
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be "flatter", less specialized and evidence fewer 
formal controls since many JJJarKeting activities 
may be suosumed by production or otner functional 
areas. Tne theoretical argu.nent regarding the 
effects of en>'iron,nental complexity on organiza­
tion stems fro.n tne belief tnat expansion and 
diversity in toe external scope of an organiza­
tion's domain would result in the increased co.n­
plexity and diversity of both internal operations 
of tne orsanization and its requirement for 
ad.ninistrative oontrol (Dess and Beard 1984). 
Rumelt's (1974) study of strategy and structure, 
altnough not directed specifically at toe marKet­
ing function, supports tnis view. Tnerefore, in 
terms of tne structural features under study, 
increased complexity in the marKeting environment 
is liKely to relate to tne marketing unit's design 
based on co.npar3.tively more integration, more 
differentiation, and ad.ninistrative control mecha­
nisms. 

,"\arKet ing t:nv ironment Uncertainty 

Uncertainty is a me3.sure of inst3.bility. Uncer­
tainty .nay be present in any of tne tecnnolo,sical, 
political, economio or social, as well as witnin 
toe :narKet in,s en v iron,nen t in wnich toe ·marKeting 
unit operates. Elements of uncertainty which nave 
oeen widely researched witnin toe .narKeting 
literature include toe lacK of routinization of 
relationsnips, rate of ohange witnin tne tas.< 
environ,nent, and directness of contact witn toe 
cnarKetins environment (e.g. Anderson and Zeitnaml 
1984; AaKer 1984). 

An organization's typical response to coping 
witn uncertainty nas oeen to employ adaptive mar­
Keting struotures. fnis is mainly due to the fact 
tnat uncertainty increases the requirement for 
more infor.nation to flow across the organizational 
units, wnicn in turn inoreases the number of units 
in order to improve toe organizational per for­
mance. 3ucn a need is tnen reflected in the crea­
tion of a more adaptive and flexible structures to 
allow for illore l3.ter3.l infor,nation processing 
( ual or3.i tn 19 7 3) . Thus, increased uncertainty in 
toe illarKeting environment is expected to rel3.te to 
more integration within the marKeting unit and 
between ,Br.<et ing 3.0d other units, to comp3.ra­
tively less differentiation (to 3.llow for ,nore 
adapt3.bility) and to control strategies based on 
more decentralization and formalization. 

Dependence 

Dependence refers to the extent to wnicn 3.0 orga­
nization is vulnerable to its marKet environment 
in obt3.ining toe re'}uired resources or in dispos­
ing of its products or services (3nortell 1977; 
Pfeffer 3.nd 3alanci.< 1978). Recent developments 
in conceptualizing dependence (Jacobs 197 4) and 
some empir ic3.l at tecnpts to ex3.mine tne relation­
snips of .n3.rKet and custo.ner dependencies with 
onaracteristics of tne organization in gener3.l, 
and marKeting units in particular (Mansfield et 
al. 1980; Dastmalcnian 1934), suggests tn3.t depen­
dence on marKets and dependence on custo,ners would 
seem to be of particular interest. The former 
refers to an organization's dependency on its 
product marKets, and tne latter is directed to­
wards dependence on individu3.l customers. Tne 
theoretical rationale for tnese is oased on the 
sociologic3.l theory of power-dependence (see Stern 

and El Ansary 1982 for marKeting's interpretation) 
whicn states tnat an organization's dependence on 
its m3.rKet s, or on its customers, is directly 
related to tne essentiality of tne outcome of the 
excnange relationsnip (in our case, tne revenue 
fro:a sales) and is inversely related to the ease 
with wnicn substitute marKets or customers can oe 
found. for example, an organization is considered 
to be nignly dependent on its major customers when 
it nas a single product line which is sold exclu­
sively to one particular customer or wnen one or a 
few cnannel ,nemoers control the distribution of 
its single product line. By toe same toKen, an 
organization nisnly dependent on its marKet is one 
witn a single product line for which it nas a very 
li,nited snare of ,narKet and for whicn it is rela­
tively powerless to obtain suostitute ,narKets. 

Recent rese3.rcn suggests tnat the more dependent 
organiz3.tions 3.re on tneir en viron.nen ts, the more 
tney will attempt to reduce toe nature of tnis 
dependence by devoting more of tneir resources to 
dependent units and by attempting to maint3.in 
close administrative control (Dastmalchian, 1984). 
,"\arKet or customer dependent organizations are 
liKely to nave less differentiated 3.0d less inte-
gr3.ted .narKeting units. As for the choice of 
control mecnanisms, closer control is liKely to be 
evident through either centralization or for,nali­
zation. 

Organizational Cnarac teristics 

In toe absence of evidence identifying the nature 
of relationsnips of overall orsanizational cnarac­
teristics, structure and functioning of sub-units, 
toe 3.Utnors sug5es t that or5anizat ion size, age 
and status in relation to its parent company be 
included in the model. All of tnese variables 
nave been snown to influence the functionins of 
orsaniz3.tions and nave been nypothesized to nave 
certain relationships witn the conditions of an 
organization's environments ( Pugn and i-licKson 
1976). foe rationale for including tnis set of 
variables is to control the variations in toe 
structural features of tne marKetins units tnat 
may oe due to the overall organizational influence 
ratner tnan the environmental conditions. 

Performance 

A typic3.lly rese3.rched indicator of organizational 
3.nd sub-unit performance is return on investment 
(ROI). for instance, an early investigation by 
Vernon and Nourse ( 1972) regressed two measure of 
ROI (average net inco,ne/tot3.1 assets and average 
net income/averase snareoolders' equity) against 
twelve measures of strategy and marKet structure. 
•1ore recently tae PI•"'S project (HambricK et al. 
1982) nas employed a v3.riety of measures of ROI 
(marKeting revenues/marKeting costs, cash flow, 
3.nd so for tn) . 

financial performance :nay not be the only indica­
tor of marKeting performance (Anderson and Paine 
1978). ,"\oreover variaoles that signific3.ntly 
influence perfor.nance .nay vary oy type and Lnpor­
tance across organizations and within industries. 
In light of these limitations weitz and Anderson 
(1981) nave reco,n.nended tnat assessments of mar­
Keting performance 3.lso include .neasures of fore­
casting accuracy, reaction times to changes in tne 
environments, 3.bilities to anticipate tll3.rKeting 
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proole,ns oefore tney occc1r ~nd tne freC!uency with 
wnich ,n~rl<eting inforcn~tion is available to ,na.ce 
Key decisions. rna relative staoilities of ,narKet 
snares and relationships with customers, suppliers 
and govern.nents may also be ~ppropriate measures 
of marl{et ing per for,nance. It is generally expec­
ted tn~t tne model will be able to distinguish 
between the designs of more successful and poor 
perfor.ning cn~rl{et ing units, given tne existence of 
certain environmental cnaracteristics. Tne pres­
ent model attempts to include different measures 
of performance ranging from efficiency related 
factors (e.g. ROI, sales/costs), to a oro~der 
range of elements reflecting the effectiveness of 
.narl{eting units (co,nparisons ;;itn other c1nits, 
oehavioural indicators, and good acnievecnent). 

Conclc1sion 

rne autnors nave attempted to identify potential 
relationsnips between tne conditions of tne exter­
nal en v iron,nen ts facing marKeting/sales units and 
their structural design. rne purpose of such an 
exercise nas been to ~llow for the de1elopment of 
an integrative and testaole model of environment­
structure-performance as it pert.iins to tne .nar­
Keting units of organizations. At tne t-neoretic~l 
level tne ~utnors nope tnat their discc1ssion has 
sned lignt on certain under-resear:JneJ aspects of 
tne structural-contingency .nodal of org'lnizations 
~nd tnat their ,nodal ,nay provide '~ gener'll frame­
worK on wnicn research in tnis field may proceed. 
Tne implications of tne discussion for practicing 
managers, and marKeting executives in particular, 
are that tnere may be ways L1 which ,narl{eting or 
sales cictivities can be ,nore effectively designed 
and organized so tnat, in tne light of given envi­
ronmental conditions, tne per forcnance of tne func­
tion can be enhanced. 

In closing, the autnors provide the following 
cautions to those sonolars wno see!( to stc1dy the 
design of tne ,nar.ceting organization. i"irst, 
infor,nal structure, marketing tneme, and organiza­
tion oulture may prove to oe powerful forces wnicn 
override or suovert the influence of formal struc­
ture on performance. fnese forces should be 
investigated coincident witn an assess:nent of 
formal structure. Second, exploratory stJdies 
witn suitciole metnodologies should be conducted 
witn an aLn to for:nulating explicit ,nodels and 
testaole nypotneses. fnird, since industry groups 
are so oroadly defined that intr'!-group variance 
,nay oe ,nora prevalent tnan inter-group variance, 
investigators snould restrict tneir initial 
efforts to investl3atlons of one industry group­
ings. Finally, the issue of measurement is yet to 
oe resol'iled. For instance, -wnile <nany varicibles 
discussed in tnis paper may be measured in a 
straight for..-ard oojective ..-ay, otners sucn ciS 
some features of organization structure and pro­
cess may reC~uire more complex metnods. dowever, 
<netnods do exist and ,nay oe adapted fro.n tne 
organization theory literature to tne specific 
requirements of marKeting. 
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