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Tne implemsntation of marketiang strategies in
industrial organizations is influenced by tne
extent to wnich tneir administrative structures
are appropriately desizned to deal witn the envi-
ronments in wnicn tney are operating. Altaough
some Key aspects of tne marketing function impor-
tant to successful performance have been identi-
fied in previous researcn and soame partial .nodels
proposed, tnere is a need to iategrate sucan find-
ings from a comprenensive organizational perspec-
tive. The autnors present an iantegrative concep-
tual model wnica <claoorates upon aypotaesized
relationsnips pbetween tne structure of an organi-
zation’s wmarketing unit, tne coanditions of its
external markets and environments, and the perfor-
mance of tne marxketing unit.

Introduction

In receat years tnzre nas been a considerable
increase in researcn designed to understand tae
factors affecting tne structure and administrative
arrangements of orzanizations. Tne researcn hnas
also tried to determine now these factors affect
organizational performance. Jenerally tne results
suggest tnat performance depends on tne fit
petween the structure adopted and a nauamder of
otner factors sucn as size of thne organization,
the tecnnology employed and tne external environ-
nental coanditions in which the company operates
(Lawrence and Lorscn 1967; Cnild 1977).

In terms of tne influence of tne environmeat-
structure matcn on organizational performance, the
research evideace is less than coanclusive (Penn-
ings 1975). More receat researcn nhas provided
some potential avenues for furtner investigation
of this area (Mansfield et al. 1980; Grinyer and
Yasai-Ardekani 1980). Among tnese are sugzestions
tnat tne influences of the organization’s external
environments :may vary in different parts of thne
organization and thnat tney are likely to nave tne
greatest effects on tnose parts of tne orzganiza-
tion wnicn relate most directly to tnem. 3ince
marketing is tnat function wnicn most direcly
links tne organization witn parts of its external
eavironmeats (e.g. customers, competitors, sup-
pliers, etc.), investigations of tne relationsnip
between tne organization of tne marxketing/sales
unit and tne external enviroanment may be espe-
cially relevant.

A closer and more detailed examination of tnese
relationsnips may sned ligat on tae usefulness of
tne contingency model of orgzanizations in explain-
ing tne performance of organization’s marketing/
sales unit. More specifically, sucn an investiga-
tion may uncover relationsnips between structures
and marxKeting environments which in addition to
providing a test of tne coaceptual framework,
would lzad to a clearer understanding of environ-
ment-structure-performance relationsnips ia speci-
fic situations. The strategic benefit of such an
approacn is to re-zmpnasize tnat there is ao
universal principle of marketing organization
design. A design tnat is tne best solution for
one orgzanization may oe only one of a number of
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equally poor alteranatives for another. A conse-
quence of tnis re-empnasis may be to furtiner
sensitize managzement to the fact tnat marketing
structures and control mecnanisms provide a framne-
WorkK tanrougn wnicn an orgzanization pursues its
strategic purpose and tnat tnere is a need to
continually evaluate tnis structure in lignt of
cnanges in tne organization’s amarketing snviron-
nents. Tne cnallengze in designing marxketing
organizations tnerefore, is to interpret tne
unigue factors in a given situation in sucn a
manner as to lead to a particular design which
will best facilitate tne attaianment of a3 specific
strategic option.

Tnere does appear tnen, to be a nesed for researcn
wnich coancentrates on the cnaracteristics of an
organization’s wmar<ets eavironments, tane adminis-
trative structure of its marketiang unit and its
performance. Tne specific issue as tne authors now
see it is, ‘wnat are tae pasic variaoles to wnicn
tne constructs of marketing organization struc-
ture, external environments and performance per-
tain?’. Tne purpose of this paper is to clarify
tne tneoritical base relating cnaracteristics of
an organization’s marxet conditions and tae orga-
nizational structure and performance of its uar-
keting unit so that replicapole investigatioans of
eavironment-structure-performance can procead
fortawitn.

Literature Review

Witnin tne organization tneory literature, the
so-called "structural-coantingency" models nave
tended to move from a zlobal organization-environ-
ment relationsnip to a more Jdisaggregzated researcn
design. Theoriziag about the role of tne approp-
riate cnaracteristics of tne eaviroaments for tae
functioning of tne "relevant" organizational
units, as distinct from the overall organization
nas provided some notewortny empirical evidence.
For example, wWaeeler et al. (1380) ia tneir study
of 78 commercial coampanies found tanat coaditions
of tne organization’s marxets nad significant
effects only on tne specialization and tne extent
of formulation of marketing activities. Dastmal-
chian (1384), using data from 29 manufacturing
firms, reported tnat tne extent to wnicn organiza-
tions deal exclusively with one or a few customers
related significantly to decentralization witnian
tne marketing/sales departments. TInese, and otner
studies concentrating on various functions witnin
organizations (e.g. Hitt et al. 1982), iandicate
tne iaportancs of relying on cnaracteristics of
specific units (in our case, marketing) aad tae
environmental conditions directly faciang tnean in
order to gain a pbetter understanding of tne ways
tney operate. Tnese investigations, nowever, nave
an organizational analysis perspective wnich nas
reduced tne applicapility of tneir findings to tne
developmeant of marketing tnougat. gnpirical
researcn in marketing pertaininz to tne organiza-
tion of tne marketiag function is embryonic. An
exploratory study oy Corey and 3tar (1971) wnicn
sougnt to explain variations in structure pri-
marily in terams of tne nistory of organizations,
tneir traditions, and their strategies, appears to



nave had little impact on tne field. Other uwar-
keting investigations, their scope being limited
to the roles of product managers (see Bart 1984
for a comprenensive review of this research), nave
made small coatripution to tne area. Thnere nave
also been a number of conceptual articles relating
to marketing organization (Weitz and Aaderson
1981; Sadler 1976) but tney nave tended to focus
on descriptive wmodels not readily ameniapble to
data collection or hypothesis testing. More
recently, emerging literature on marxeting imple-
mentation (Bonoma 1984; 3pexman and Gronhaug 1983)
nolds early promise of stimulating a more tnorough
study of marketing organizatioa structure.

A Coatingency Model of tne Marketing Organization

Figure 1 illustrates the main variaples tnat the
.authors nave included in tneir proposed model.
Tne model is based on Caandler’s (1352) notion
tnat structure follows strategy. It also indi-
cates tnat tnere will remain important differences
in marketing organization petween firms wnica can
only pe explained oy reference to differences in
tneir environments. Tne potential influence of
general organizational cnaracterisites on tne
design of tne unit is also acxnowledged.” Taxken as
a wnole, the chosen design is suggested to lead to
a certain level of performance for tne uait. The
major advantage of tne proposed model is its
potential to lead to a waore iategrated taeory of
marxketing orgzanization. In particular, its provi-
sion for tne specifications of particular vari-
ables withnin a global coastruct (e.g. separate
definitions and operationalizations of complexity,
uncertainty and dependence within tne marxeting
eavironment) makes it possiple to examine combi-
nations and interactions.

FIGURE 1
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I'ne remainder of the paper is devoted to reviewing
tne evidence and conjecture pertaining to general
and specific 1linkages within eacn of the
constructs identified in Figure 1.

Organization of tne Marketing Unit

An important goal in designing a marketing unit is
to divide and coordinate tne activities in suchn a
Wway tnat tne unit can accomplisn its strategic
purpose. Following upon the work of Lawrence and
Lorseh (1967), organization theorists nave paid
increasing attention to tne concepts of integra-
tion and differentiation as tne building blocks of
orgzanizational structure. Intezration refers to
tne coordination botn witnin tne wmarketing uait

and between functions, wnereas differentiation
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refers to tne need to divide decision making
autnhority into uanits with different goals, time
norizons and tasx specializations. A sales
department witn unit, district and regional nana-
gers would oe nignly differeatiated on a vertical
dimension, wnereas tne existence of program mana-
gers in a marxetiang organization would be indica-
tive of a nizh level of aorizontal differentia-
tion. Program managers would also function as
integrators and could be eaployed on a full or
part-time oasis.

Anotner aspect of desigan is the extent to whicn
attempts ares made to exert closer administrative
control over tne actions and behavior of person-
nel. In this connection control can be maintained
by acnieving a balance between tne ceantralization
of decision-making and formalization (Cnild 1972).
For example, when amarketing managers are empowered
to make contracts witn customers there is little
need for imposing coatract administration rules
and procedures on the sales force. Alternatively,
if autnority to make sucn decisions is moved Jown
to tne sales force, tnen there will be more need
for bounding thne scope of tneir Jdiscretion by
imposing more oureaurcratization. Given tnis
ratner simplified explanation of admiastrative
control, tne model proposed nere includes tne
following organization elements: formalization,
standardization, specialization and centraliza-
tion.

Complexity of tne Marketing Environment

Tne concept of tne external environments in its
simplest interpretation refers to elements outside
the boundaries of a particular organization. The
nmarketing literature nas 3zeanerally viewed its
complexity in terms of cnaracteristics of tne
organization’s products or markets. Tnis focus,
altnough oy no means narrow is at least "bounded"
and possibly more amneniaple to researca than other
oroader interpretations. Pesseuier (1982) nas
descrived tne complexity of tne marketing environ-
ment in terams of: (i) horizontal diversification,
tnat is tne addition of products or services suit-
able for several differeat markets and applica-
tions and (ii) vertical integration, whicn refers
to tne manufacture and sale of component outputs
to otner organizatioans. In addition, Levitt
(1980) nas noted that tne coamplexity of the wmar-
Keting environment can be increased oy tne degree
to whicn firams differentiate tneir marketing pro-
Zrams among customer groups. Otner researcn (3ha-
piro 1374), albeit not directed at tne issues
addressed in tnis paper, does suggest a possible
relationsnip pbetween some aspects of structure and
product or market characteristics (eg. unit value,
rate of tecnnologzical cnange; tecnhnical coamplex-
ity; consumer need for service; freguency of pur-
cnase; rapidity of consumption; and aumber and
variety of consumers).

A common managerial response to environmental
complexity nas been to decentralize and specialize
the marketing function. For instance, in a coa-
plex market enviroament (cnaracterized by soame or
all of product, market, and supplier Jdiversity),
decentralization, specialization and close admini-
strative control are likely to oe tne norm. In a
less coamplex wmarket eanvironment, there is a
greater lixkelinood that marxketing structure will



pe "flatter", less specialized and evidence fewer
formal coantrols since many marxeting activities
may be suosumed by production or otner functional
areas. The theoretical arguament regarding the
effects of environmental complexity oa organiza-
tion stems from the obelief tnat expansion and
diversity in tane exteranal scope of aan organiza-
tion’s domain would result in the increased coa-
plexity and diversity of botn internal operations
of tne orgzanization and its reguirement for
administrative coatrol (Dess and Beard 1984).
Rumelt’s (1974) study of strategy and structure,
altnougn not directed specifically at tne amarxet-
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 the marketing unit’s design
based on coamparatively more integration, wmore
differentiation, and adaministrative control mecha-
nisas.

Marketing Environment Uncertainty

Uncertainty is a measure of instability. Jncer-
tainty may obe present in any of tne technologzical,
political, economic or social, as well as witnia
tne marketing eaviroament in which tne marketiag
unit operates. Elements of uancertainty whicn nave
peen widely researcned witnin tne amarxeting
literature include the lack of routinization of
relationsnips, rate of change witnin the task
eavironment, and directness of contact with tne
marketing environment (e.z. Anderson and Zeitnaml
1984; Aaxer 138Y4).

An orgzanization’s typical response to coping
witn uncertainty nas pbeen to employ adaptive mar-
keting structures. Tnis is mainly due to the fact
that uncertainty increases the reguirement for
more information to flow across the organizational
units, whicn in turn increases the number of units
in order to improve tne organizational perfor-
mance. J3ucn a need is tnen reflected in tne crea-
tion of a more adaptive and flexible structures to
allow for more lateral information processing
(Galoraitn 1373). Thnus, increased uncertaiaty in
tne marxketing environment is expected to relate to
more integration witnin the wmarketing unit and
petween warketing and other units, to cowmpara-
tively less differentiation (to allow for more
adaptapility) and to control strategies based on
more decentralization and formalization.

Dependence

Dependence refers td the extent to whicn an orga-
nization is vulanerable to its marxet eanvironament
in obtaining tne regquired resources or in dispos-
ing of its products or services (3nortell 1977;
Pfeffer and Salancic 1978). Recent developments
in conceptualizing dependence (Jacobs 1974) and
some empirical attempts to examine the relation-
snips of market and customer dependencies with
characteristics of thne organization in general,
and marketiag units in particular (Mansfield et
al. 1980; Dastmalcnian 1984), suggests tnat depen-
dence on markets and dependence on customers would
seem to pe of particular interest. The former
refers to an organization’s dependency on its
product markets, and tne latter is directed to-
wards dependence on individual customers. Thne
tneoretical rationale for tnese is pased on the
sociological theory of power-dependence (see Stern
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and &1 Ansary 1982 for marketing’s interpretation)
whicn states that an organization’s dependence on
its markets, or on its customers, is directly
related to tne essentiality of the outcome of the
excnange relationsnip (in our case, the revenue
from sales) and is inversely related to the ease
witn which substitute markets or custoaers can pe
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 when one or a
few cnannel memoers control the distribution of
its single product line. By tne same token, an
organization nignly dependent on its market is one
witn a single product line for which it nas a very
limited share of market and for whicn it is rela-
tively powerless to obtain substitute wmarkets.

Recent researcn suggZests tnat the more dependent
organizations are on their environments, the more
tney will attempt to reduce tne nature of tnis
dependence by devoting more of tneir resources to
dependent units and by attempting to maintain
close administrative control (Dastmalchian, 1984).
Market or customer dependent organizations are
likely to nave less differentiated and less inte-
grated marxketing units. As for thne choice of
control mecnanisms, closer control is likely to be
evideat through either centralization or formali-
zation.

Organizational Cnaracteristics

In tne absence of evidence identifying tne nature
of relationsnips of overall orzanizational cnarac-
teristics, structure and functioning of sub-units,
tne autnors suzzest that organization size, age
and status in relation to its parent company be
included in tane model. All of tnese variables
nave been snown to influence thne functioniangz of
organizations and have been nypothesized to nave
certain relationships witn the conditioas of an
organization’s eavironments (Pugn and dickson
1976). Tne rationale for including tnis set of
variables is to control the variations in tne
structural features of the marketing units that
may be due to the overall organizational influence
ratner taan tne eavironmental conditions.

Performance

A typically researched indicator of organizational
and sub-unit performance is return on investment
(ROI). For instance, an early investigation by
Vernon and iWourse (1972) regressed two measure of
ROI (average net income/total assets and average
net incoame/average snarenolders’ equity) against
twelve measures of 3strategy and market structure.
vore recently tne PIMS project (Hambrick et al.
1982) nas employed a variety of umeasures of ROI
(marketing revenues/marketing costs, casn flow,
and so fortn).

Financial performance may not be the only indica-
tor of marketing performance (Anderson and Paine
1978). Moreover variaoles that significantly
influence performance may vary by type and iampor-
tance across organizations and witnia industries.
In light of these limitations Weitz and Anderson
(1981) nave recomnended tnat assessments of mar-
keting performance also include measures of fore-
casting accuracy, reaction times to changes in the
environments, abilities to anticipate marketing



propblems oefore tney occur and tne freguency withn
wnicn marketiang information is available to wmake
key decisions. The relative stapilities of market
snares and relationships with customers, suppliers
and governments may also be appropriate measures
of marxeting performance. It is generally expec-
ted tnat tne model will be able to distinguisn
between the designs of more successful and poor
perforaming marketing units, ziven tne existence of
certain eanvironmental cnaracteristics. TIne pres-
ent model attempts to include differeat measures
of performance ranging from efficiency related
factors (e.z. ROI, sales/costs), to a oroader
range of elements reflecting tne effectiveness of
marketing units (comparisons with otnher units,
oehavioural indicators, and zood achievement).

Conclusion

I'ne autaors nave attempted to identify potential

relationsaips between tne conditions of tne exter-
nal environments facing marketing/sales uanits and
their structural design. TIne purpose of such an

exercise nas been to allow for tne developament of
an intezgrative and testaole model of eavironment-
structure-performance as it pertaians to the wmar-

keting units of orzanizations. At tne theoretical
level tne autnors nope tnat their discussioa nas

sned liznt on certain under-researcned aspects of
tne structural-contingency model of organizations
and tnat their wodel may provide a zgeneral frame-
WOrKk on wnich researcn in tnis field may proceed.

Tne implications of tne discussion for practiciag
managers, and marketing executives in particular,

are tnat thnere may be ways in which marxketing or

sales activities can be more effectively desizned
and orzanized so tnat, in tne lizht of given eavi-
ronnental coaditions, tne performance of tne func-
tion can be enhanced.

In closing, tne authors provide the following
cautions to thnose scnolars who seek to study the
design of tne wmar«eting orgzanization. First,
informal structure, marketing tneme, and orzaniza-
tion culture may prove to pe powerful forces wnicn
override or suovert the iaflueace of formal struc-
ture on performance. Inese forces should be
investigated coiancident witn an assessment of
formal structure. 3econd, exploratory studies
witn suitapble metnodolozies snould be conducted
witn an aim to formulating explicit models and
testaole nypotneses. TInird, since industry zZroups
are so oroadly defined tnat intra-group variance
may oe @more prevalent tnan inter-group variance,
investigators saould restrict their 1initial
efforts to investigations of one industry group-
ings. Finally, the issue of measurement is yet to
pe resolved. For instance, wnile many variables
discussed in tnis paper may be aeasured in a
straizht forward oojective way, otners sucn as
some features of orgzanization structure and pro-
cess may regquire wmore coamplex metnods. However,
metnods do exist and may pe adapted froam tne
organization tneory literature to tne specific
requirements of marxketing.
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