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ABSTRACT 

This thesis focuses on the strategic management of intangibles. It is composed of five 

articles and addresses two fundamental questions in strategic marketing: first, how to 

achieve market success; and second, how to manage intangibles. The former takes the 

process view of strategy, the latter the resource based view; the thesis then goes onto 

integrate the two perspectives. The achievement of marketing success focuses on 

strategic mode, and the first article in the dissertation explores the relationship 

between strategic mode and business performance. The management of intangibles 

looks at brands and relationships. Thus, the second article in the thesis focuses on 

how to achieve market success through branding, whilst the third article looks at the 

value precursors of business relationships in international ecommerce. Articles four 

and five explore the intersection of strategic mode and the management of intangibles 

by developing a conceptual framework for the strategic positioning of services in two 

disparate industries: medicine and the music industry. 
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CHAPTER ONE: INTANGIBLE MATTERS 

‘While the tangible has its advantages, it is the intangible that makes it useful’ 

(Tzu, 1990) 

1.1 Introduction 

Around the world, the locus of economic value is increasingly shifting from the 

tangible to the intangible: for as Lao Tzu (1990) notes the intangible make the 

tangible useful. In this “post industrial” economy, intangible assets - intellectual 

property, original business models, proprietary knowledge, creative services and 

esteemed brands - are the critical factors in determining a firm’s strategic success 

(e.g. Davis & Botkin, 1994). Physical materials, processes and techniques, although 

necessary, are no longer sufficient or sustainable sources of competitive advantage 

(Glazer, 1991). 

But the rise of the intangible has its challenges: fragility and uncertainty. Competitive 

advantage is fragile – intangible assets can erode with lightening speed as markets 

change, competition innovates, users find substitutes, or as reputations vanish; and 

the creation of competitive advantage is uncertain – business models and strategic 

theories developed in a matter intensive economy are increasingly proving outmoded. 
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1.2 The Research Problem 

So this thesis addresses the fundamental problem of how to strategically manage 

intangibles. Note that there is at least one level of reflexivity here (the astute reader 

will notice a second and indeed a third level but these are not central to our 

argument): intangibles have to be managed, and it is through intangibles that one 

manages. Put another way, business strategy is an intangible just as much as the 

intangible sets of assets which strategy manages. This is illustrated in Figure 1 below 

and leads us to a formal articulation of our research problem. 

Figure 1: Core Constructs and their Relationship to the Research Problem 
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Thus to formalize our overarching research problem: 

Overarching research problem: This thesis Looks at the core 

themes/constructs of Intangibles and Strategy: Strategy as a subset of 

Intangibles: (How to manage the intangible asset of strategic mode?) And 

Intangibles as a subset of strategy: (How to strategically manage intangible 

assets?), and lastly, and how they might be integrated together. 

The main research problem is broken down as follows:  

First research sub-problem: The first paper addresses the issue of how to 

manage the intangible asset of strategic mode by asking the question: What is 

the relationship between strategic mode and firm performance? (paper 1) 

The second research sub-problem: Papers Two and Three address the issue of 

how to strategically manage intangible assets by asking the questions: What 

is the relationship between brand management and firm performance? (Paper 

2) and: How do culture and corruption impact a country’s ability to engage in 

e-business? (Paper 3) 

The third research sub problem looks at integrating the process and resource 

view of intangibles by looking at how best to develop strategic positioning 

within the music (Paper 4) and the medical (Paper 5) industries. 
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3 Overview of The Conceptual Structure of the Dissertation 

Conceptually, the achievement of competitive advantage is approached through the 

lens of the process view of strategy, whilst the management of intangibles falls under 

the resource based view of competitive advantage. The five research papers which 

comprise this dissertation use both process and resource views differentially and 

integrally. 

In the first piece of research the process intangible of strategic firm mode or 

orientation is introduced. Specifically the first article in the dissertation explores the 

relationship between a company’s strategic mode and its performance. Having 

established the importance of strategic mode, the next two papers introduce and 

explore intangibles from a resource based view. Specifically each paper looks at the 

two important intangibles of brands and relationships. Thus the second article in the 

thesis focuses on how to achieve market success through the strategic management of 

branding, whilst the third article looks at the value antecedents of e-relationships in 

the area of international commerce. In the fourth and fifth articles in the dissertation 

process and resources views of intangibles are integrated in the exploration of the 

intersection of strategic mode and the management of intangibles. Specifically, a 

conceptual framework for the strategic positioning of service intangibles is developed 

and then applied to two industries undergoing significant change in the early 21 

century, namely the music industry and the medical industry 

An overview of the thesis conceptual structure of the thesis is provided in Figure 2.
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Figure 2: The Conceptual Structure of the Thesis 

1.4 Conclusion 

This first chapter provided an introduction to the dissertation; it outlined the research 

problem and gave a brief overview of the conceptual structure of the dissertation. In 

the second chapter, we look at the conceptual underpinnings of the thesis in greater 

depth.
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CHAPTER TWO: CONCEPTUAL BACKGROUND 

2.1 Introduction 

This second chapter provides a more considered look at the conceptual background to 

each of the five research papers. Specifically the concepts of business strategy, 

marketing strategy, strategic mode and the management of intangibles and 

specifically brands and business relationships are introduced, and the literatures in 

each of these domains briefly reviewed. 

2.2 Business Strategy and Strategic Marketing 

The discipline of strategy addresses the question “What accounts for differential firm 

performance?” (e.g. Teece, Pisano, and Shuen 1997; Rumelt, Schendel, and Teece, 

1994; Slater and Olson, 2001;). Scholars have addressed this question with a number 

of competing propositions. The predominant being: the strategy process view 

(e.g.,Mintzberg, 1990; the resource based view (Wernerfelt, 1984); and the 

organizational design view (Galbraith and Kazanjian, 1986). The first argues that 

differential advantage is achieved through superior strategy formulation; the second 

that firms excel due to a valuable not easily attained or imitated resource; and the 

third, that market success is achieved through outstanding organizational design. This 

thesis focuses on the process and resource based view of strategy. 

2.3 Process View of Strategy: Strategic Modes 

In terms of which specific business strategies are optimal to achieve competitive 

advantage, perhaps two frameworks have had the greatest impact in the literature: 

Miles and Snow (1978) and Porter (1980, 1985). Miles and Snow (1978) developed a 
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framework that addresses the alternative ways in which firms (1) approach their 

product-market domains and (2) construct organizational structures and processes to 

achieve success in those domains. Porter (198, 19850) argues that firms have (1) the 

option of either creating value through low-cost or differentiation and (2) the option 

of either focused or unfocused market coverage. 

Marketing strategy can be defined more specifically as the set of integrated decisions 

and actions (Day, 1990) by which a business delivers value to its customers whilst 

generating a return for its shareholders (Cravens, 1999; Varadarajan and Clark, 

1994). Marketing strategy typically uses market segmentation and targeting, and the 

development of a positioning strategy based on product, price, distribution, and 

promotion decisions (Corey, 1991; Hunt and Morgan, 1995; Kotler, 1994). 

The primary business strategy that has emerged from marketing has come to be 

known as market orientation. The notion of putting the customer first, or market 

orientation, is often traced back to Peter Drucker’s (1954) statement that the purpose 

of a firm was to create and keep customers. This has generally been interpreted as 

meaning that in order to be successful, organizations should attempt to ascertain the 

customer’s needs and wants, and produce the products and services that will satisfy 

these. Indeed, the most enduring trait of the supposedly excellent firms in Peters and 

Waterman’s (1982; pp 156-199) successful book was that they were “close to the 

customer”. There have been increasing efforts in the marketing literature to formalize 

definitions of customer orientation (e.g. Saxe and Weitz, 1982). Customer orientation 

has also been seen as synonymous with a business philosophy loosely called the 

marketing concept, which holds that, “ the key to achieving organizational goals 

consists in determining the needs and wants of target markets and delivering the 

desired satisfactions more effectively and efficiently than competitors” (Kotler, 1988, 
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p.17). Simply, find out what customers want and give it to them. The 1990s have seen 

extensive work in the marketing literature on the construct of market orientation 

(Narver & Slater, 1990; Slater & Narver, 1995; Kohli and Jaworski, 1990; Jaworski 

and Kohli, 1993; Kohli, Jaworski and Kumar, 1993; Selnes, Jaworski and Kohli, 

1997; Deshpande and Farley, 1998), which has been defined as the degree to which 

the marketing concept is implemented (Kohli and Jaworski, 1990; Narver and Slater, 

1990; Shapiro, 1988). 

More recently the role that innovation plays in creating value has been introduced 

into the marketing literature. The rationale for the innovation orientation is that it has 

the potential to create markets and customers. It can do this by defining human needs, 

hence determining the nature of consumer demand. The extreme forms of these types 

of innovations are often referred to as super innovations, disruptive technologies, 

breakthrough technologies, diffusion technologies or “killer apps”. Citing the work of 

economic historians such as Diamond (1998) and Landes (1998), Dickson (2000) 

describes super innovations as those that stand above other technological innovations 

in that they increase the speed, efficiency and effectiveness of the transmission of 

new ideas and technologies between individuals and cultures. Rather than 

consumption leading production, as market orientationists might argue, “new 

production and consumption processes feed on each other, changing behavior with 

catalytic repercussive effects…” (Dickson, 2000, p.118). Breakthrough technologies, 

or “killer applications”, do not merely change markets, or ways of doing things – they 

have far-reaching effects on the way society functions, and human beings work and 

live (Downes and Mui, 1998). By providing customers with new products, services or 

processes, advancing technology invariably induces changes in their basic behavior – 

“changes that are sometimes so fundamental that before long they cannot imagine 

living any other way” (Pilzer, 1990, pp. 53 – 54). 
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As is the case with market orientation, a number of studies (Capon, Farley, Lehmann 

and Hulbert, 1992; Deshpande, Farley and Webster, 1993, 1997; Damanpour and 

Evan, 1984; Khan and Manopichetwattana, 1989) in various industries have 

positively linked innovation to business performance. 

Evidence from various sources suggests that both innovation and market orientation 

have significant effects on different measures of corporate performance. For example, 

one very well known marketing text (Kotler, 1991 as cited in Han et al., 1998) claims 

that returns on innovation account for more than 50% of corporate revenue. On the 

other hand, calculations for the effects of market orientation on measures of corporate 

performance reported by Deshpande and Farley (1998) are of R2s that range from .21 

to .48. Indeed a five-country empirical study (Deshpande, Farley and Webster, 1997) 

suggests that innovativeness is an even more important contributor to corporate 

performance than market orientation. Therefore the preponderance of empirical 

evidence suggests that both innovation and market orientation have significant effects 

on corporate performance. The important point to stress is that one cannot reduce 

innovation orientation to market orientation, or vice versa. Yet some scholars have 

assumed a direction of causality, and have found positive correlations – for example, 

Atuahene-Gima (1996) found that market orientation has significant relationships 

with innovation characteristics such as innovation-marketing fit, product advantage, 

and interfunctional teamwork but not with product newness and innovation-

technology fit. Neither construct is an exclusive antecedent to the other, yet while 

they are distinct, they can interact. The key research issues, which have major import 

for management, revolve around the factors that mediate and moderate the interaction 

of market orientation and innovation orientation to produce enhanced business 

performance. 
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The task of integrating the innovation and customer orientations has been the work of 

Berthon, Pitt and Hulbert (1996, 1999, 2003). They develop a typology of strategic 

modes based on the degree to which a firm focuses on its customer and the degree to 

which it focuses on innovation. Four modes are delineated: isolate, follow shape and 

interact. The isolate focuses on itself rather than its customer and eschews all but the 

most trivial innovations; the follow focuses on the customer and lets him/her drive 

the business; the shape which stresses innovation to create new markets and shape 

customer needs and wants; and finally the interact partners with the customer to 

develop innovative solutions. This typology of strategic mode was operationalized in 

the ICON instrument (Berthon, Pitt and Hulbert, 2003) 

The first article in the thesis focuses strategic mode using the ICON framework. 

Specifically, the research explores on the relationship between strategic mode, 

business turbulence and firm performance. The theme of strategic mode is expanded 

on in paper four and five. 

2.4 Resource View of Strategy: Intangibles 

The second strategic lens that this thesis utilizes is that of the resource based view of 

the firm. The resources focused on are brand and relationships which compromise a 

category of emerging importance in business: intangibles. Below intangible assets are 

described along with the specific intangible assets of business brands and business 

relationships.

Intangible assets are typically defined as those non-monetary assets, created through 

time and effort, which cannot be seen, touched or directly measured. There are two 

primary forms of intangibles - legal intangibles (such as copyrights, patents, brands, 
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trademarks) and competitive intangibles (such as knowledge, collaboration activities, 

leverage activities, and structural activities. Legal intangibles generate legal property 

rights defensible in a court of law. Competitive intangibles, whilst legally non-

appropriable, directly impact effectiveness, productivity and opportunity costs within 

the firm. The resource based view of the firm argues that competitive intangibles are 

the source from which competitive advantage flows. The types of intangibles focused 

on in this thesis are brands and relationships (cf. Pearce, 1992; Milgrom and Roberts, 

1992).

2.5 Intangibles: Brands 

Brands are symbols around which social actors, including firms, suppliers, 

supplementary organizations, the public, and indeed customers construct identities. 

They are perhaps one of the most important intangible assets in today’s outsourced 

economy, where sometime the only thing a company ‘produces’ is a brand 

experience. However, more prosaically, branding is obviously a critical issue for 

marketing because brands facilitate the repeat purchases on which sellers rely to 

enhance corporate financial performance. Brands also facilitate the introduction of 

new products and assist promotional efforts by giving the firm something to identify 

and a name on which to focus. This enables premium pricing, as well as the market 

segmentation that makes it possible to communicate a coherent message to a target 

customer group. Marketers are rightfully obsessed with brand loyalty, particularly 

important in product categories in which repeated purchasing is a feature of buying 

behavior. However, today brands and their management have far wider ramifications 

for organizations large and small, for those with a profit motive and those without (cf. 

Berthon, Pitt and Hulbert, 1999; Aaker, 1996; Shcoker, Srivastava and Ruekert 

2001).
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The second article in the thesis focuses on the strategic intangible of brands. 

Specifically the relationship between how a firm manages its brands and its business 

performance is explored. 

2.6 Intangibles: Relationships 

Another key intangible in today’s economy is that of the relationship. Relationships 

are fundamental to the effective development of new business models, for although 

firms have nurtured relationships with customers and suppliers since time 

immemorial (Webster 1992; Gronroos, 1994), the firms of today manage a greater 

variety of relationships with a more diverse pool of stakeholders. Business-to-

customer (B2C) and business-to-business (B2B) relationships are crucial to a modern 

firm's competitive advantage which has fueled the interest in "relationship 

marketing". For example research suggests that a five-per-cent increase in customer 

retention can result in an increase in average customer lifetime value of between 35 

and 95 per cent (e.g. Reichheld and Sasser, 1990; Reichheld, 1996). Such findings 

suggest that importance of managing business relationships with a firm’s 

miscellaneous stakeholders (e.g. Kandampully and Duddy, 1999). 

The third article in the thesis focuses on the strategic intangible of relationships, and 

specifically e-relationships in international B2B markets. Specifically, the impact that 

values – in the terms of national culture and proclivity for corruption – have on a 

nation’s e-readiness (readiness to engage in international e-relations) is explored. 
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2.7 Integrating Strategic Mode and Services 

The final two papers of the thesis explore the intersection of strategic mode and the 

management of intangibles. One of the key aspects and indeed differentiators of 

services is intangibility (Lovelock 1981; Rathmell 1974; Shostack 1977). Services are 

intangible for whereas you can see, touch and hold a product, you can’t do that with a 

service. This is probably the most fundamental difference between products and 

services. Whereas products are palpable things, services are performances or 

experiences. Generally, intangibility creates problems for services marketers that 

product marketers never experience, or even think about. Intangibility means that you 

have nothing to show the customer, for them to feel the quality of, or to try out. For 

the customer, intangibility means that you can’t see what it is you are buying, and 

will actually have nothing much to show for it once you’ve bought the service and 

used it. Thus, experience and credence qualities are significantly important in the case 

of services (Zeithaml 1981). 

Thus in the fourth paper, a service perspective is brought to the management of the 

music industry. As digitization uncouples music from the physical product traditional 

business models that have dominated the industry are failing. To address this, a 

strategic service framework is developed and applied to the music industry. On the 

fifth paper, a service perspective is brought to the management of the medical 

practice. Faced with rising health costs, the medical practice increasingly has to 

innovate. Again, a services perspective is applied to the medical practice to explore 

new value generating opportunities. 
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2.8 Summary of Chapter 

This chapter explored the concepts and literatures which provide the conceptual 

underpinning of the five research papers. In the next chapter a more detailed 

overview of each piece of research is provided. 
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CHAPTER THREE: OVERVIEW OF THE RESEARCH PAPERS 

3.1 Introduction 

In this chapter an overview of the five research papers is provided. Specifically the 

“how?” and the “what?” of each paper is summarized. The “how” covers issues such 

as conceptual background, research problem, research design, and research 

methodology; while the “what” outlines the contribution that each piece of research 

makes. Finally the publication status of each paper is shown. 

3.2 Overview of papers 

In this section a brief overview of the five pieces of research and their associated 

papers is provided. Summary details of the papers are provided in Figure 3 and Table 

1, whilst Table 2 provides an overview of the publication status of each paper. More 

specifically, Figure 3 builds on Figure 2 (see Chapter 1) to show the conceptual 

background of each paper as well as the specific focus, research problem addressed 

and the contribution of each paper. Table 1 then augments this information with 

details as to the research type and research context, as well as the independent or 

exogenous variables and dependent or endogenous variable in each study. Finally 

Table 2 shows the journal that each paper has been submitted to and the status in the 

review process of each article. As can be see all five articles have been accepted for 

publication. Indeed four of the articles are already in print whilst the fifth is 

forthcoming. 
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Figure 3: Papers’ Conceptual Background, Research Problem & Contribution 
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Table 1: Research Details of the Papers: Conceptual focus, Key Variables, 

Research Type & Context 

Paper 1 Paper 2 Paper 3 Paper 4 Paper 5 

Conceptual
focus

Strategic
Mode

Intangibles Intangibles Mode & 
Intangibles 

Mode & 
Intangibles 

Specific
domain 

Strategic
mode & firm 
performance 

Branding & 
firm 
performance 

eReadiness
& values in 
eB2B
relations 

Strategic
mode & 
music as a 
service 

Strategic
mode & 
medical 
services

Exogenous
variables

Strategic
mode: ICON 

Management 
of brands 

National
values

Strategic
mode/
position 

Strategic
mode/
position 

Endogenous
variables

Firm 
performance 

Firm 
performance 

eReadiness Business
performance 

Service
performance 

Research
type

Empirical Empirical Empirical Conceptual Conceptual

Research
context

South Africa South Africa Multi-
national

Music
Industry

Medical
Practice 
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Table 2: Publication Details of the Research Papers: Journal and Status 

Paper 1 Paper 2 Paper 3 Paper 4 Paper 5 

Focus Strategic
mode & firm 
performance 

Branding & 
firm 
performance 

eReadiness & 
values in 
eB2B relations

Strategic
mode & music 
as a service 

Strategic
mode & 
medical 
services

Tile of 
Paper

“Icon’s
Influence: 
Customer- & 
Innovation
Orientations
In South 
African
Firms”

“Brand
Management
& Strategic 
Performance:
Some
Evidence
From South 
Africa” 

“e-
Relationships 
for e-
Readiness:
Cultural & 
Corruption in 
International 
eb2b”

“Music’s
Manumission:
Strategies For 
The Music 
Industry in a 
Digital Era” 

“Service
Factory to 
Service
Theatre:
Solving the 
Positioning 
Dilemma in 
Doctor’s
Surgeries” 

Journal Marketing
Intelligence 
and Planning

Journal of 
African
Business

Industrial
Marketing
Management

Management
Dynamics

Journal of 
Medical
Marketing 

Status Published
2007, Vol. 25 
(2): 157 - 174 

Published
2007, Vol. 8 
(2): 27 - 40 

In Print 
2007

Forthcoming 
2008

Published
2007, Vol. 7 
(1): 55 - 63 

A more detailed abstract of each of the five papers is now provided. 
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3.2.1 Article 1: Icon’s Influence: Customer- and Innovation Orientations In 

South African Firms 

In the first of paper on strategic mode, the relationship between a firm’s strategic 

orientation or “ICON” archetype (Berthon, Hulbert and Pitt, 2003), the environmental 

turbulence it experiences, and its performance is explored. In a study of South 

African managers, the study utilizes a mail survey of marketing professionals, 

incorporating the ICON scale, and items to measure environmental turbulence and 

performance. It is found that the ICON archetype a firm adopts is to some extent 

dependent on its perceptions of environmental turbulence. The ICON archetypes of 

firms impact on all aspects of their performance; Isolate firms tend to under-perform 

on all measures, while Shapers show significantly higher rates of growth. The paper 

presents a managerially useful adaptation of the original ICON scale, and also applies 

it in South Africa, rather than in North America or Europe, where much of this type 

of research is done. This country presents challenging research and managerial 

dilemmas while emphasizing the role that strategic mode has in determining business 

performance. 

3.2.2 Article 2: Brand Management and Strategic Performance: Some Evidence 

From South Africa 

In the first of two pieces of research looking at the management of intangibles, this 

article focuses on the impact that brands have on firm performance. Specifically, this 

article reports on a study using a previously published questionnaire (Pitt, Napoli and 

van der Merwe, 2003) to assess the brand management practices of South African 

firms. Indications are that the perceptions of a sample of senior managers regarding 

how well their institutions manage their brands are reasonably positive, and that the 

management of brands has significant effects on a firm’s profitability, market share 
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and growth compared to competitors. While the questionnaire used seems to possess 

the characteristic of reliability, further development needs to be done on aspects of its 

underlying structure. Implications for managers and further avenues for research are 

identified and discussed. 

3.2.3 Article 3: e-Relationships For e-Readiness: Cultural and Corruption in 

International eb2b 

In the second piece of research looking at the management of intangibles, this article 

focuses on e-relationships in the international context. Observing that the role of 

electronic networks in B2B relationships has been growing exponentially, it is 

postulated that B2B is increasingly becoming e-B2B. Whilst e-B2B has been 

explored intra-nationally, its inter-national counterpart is less well documented; as 

has been the role that culture might play in the development of international e-B2B 

relationships. In this paper we address this important issue of inter-national e-

business relationships. Specifically we explore the interconnection between national 

e-readiness and cultural values, and address the research question: How do cultural 

values impact a nation’s readiness to engage in e-business? Drawing upon 

international surveys we link cultural values with national e-business infrastructure. 

Our findings suggest an intriguing link between cultural values and a nation’s 

readiness for e-B2B. From these results we develop managerial recommendations and 

extrapolate research opportunities. 
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3.2.4 Article 4: Music’s Manumission: Strategies for The Music Industry in a 

Digital Era 

In the first of two papers on the intersection of strategic mode and intangibles, a 

service perspective is applied to the music industry. The digitization of music is 

proving to be a disruptive innovation of titanic proportions. For the first time 

musicians have the ability to market and distribute their music directly to the end 

consumer. At a keystroke, the virtual stranglehold enjoyed by the traditional music 

industry players has been swept away, and they are increasingly seen for what they 

really are - middlemen who provide neither an individually tailored personal 

experience, nor one that is fast, efficient and cost effective. Introducing ideas from 

service simultaneity, and dramaturgy, this article provides a simple but powerful 

model for the conceptualization and redesign for players in the music industry. It is 

argued that those that are successful will be those that focus either on standardization 

of activities in a back office environment or high customization of activities in a front 

office environment. Those who cling to the outdated model so long enjoyed by the 

major players in the music industry are doomed to obsolescence. While the lessons 

are specific to the music industry, there are broader implications for many other kinds 

of firms as well. 

3.2.5 Article 5: From Service Factory to Service Theatre: Solving the Positioning 

Dilemma in Doctor’s Surgeries 

In the second paper on the intersection of strategic mode and intangibles, a service 

perspective is applied to the medical industry. Specifically the strategic positioning of 

service business is explored in a conceptual paper focused on the medical practice. It 

is observed that doctor’s surgeries are typically inefficient: They are generally stuck 
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in the middle of the market, neither providing an individually tailored personal 

experience, nor one that is fast efficient and cost effective. Introducing ideas from 

service simultaneity, and dramaturgy (the theory and practice of dramatic 

composition) this article provides a simple but powerful model for the 

conceptualization and redesign of the doctor’s surgeries. We argue that doctor’s 

surgeries that are successful will be those that focus either on standardization of 

activities in a back office environment (Service Factory), or high customization of 

activities in a front office environment (Service Theatre). Those that attempt to do 

everything will succeed in doing nothing well. 

3.3 Summary of Chapter

In this chapter we explored the five research papers in greater depth. Specifically a 

précis of the “how?” (i.e. the conceptual background, research problem, research 

design, and research methodology) and the “what?” (i.e. the contribution) of each 

paper is provided. In addition the publication status of each paper is summarized. In 

the next chapter the five research papers are presented in full. 

24



CHAPTER FOUR: THE PAPERS IN FULL 

4.1 Introduction 

In the next section each of the five research papers are provided in full, complete with 

tables, figure and references. The five papers are listed below with a summary of their 

publication details and where appropriate a link to the publisher’s website. In section 

4.2 to 4.6 each of the papers is presented in full 

25



4.2 Article 1: Icon’s Influence: Customer and Innovation Orientations in South 

African Firms 

“Icon’s Influence: Customer- & Innovation Orientations In South African Firms”

Marketing Intelligence and Planning  

Published

2007, Vol. 25 (2): 157 – 174 

Online: http://www.emeraldinsight.com/info/journals/mip/mip.jsp
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ICON’S INFLUENCE: CUSTOMER- AND INNOVATION ORIENTATIONS 

IN SOUTH AFRICAN FIRMS 

STRUCTURED ABSTRACT 

Purpose: This paper investigates whether there is a relationship between a firm’s 

“ICON” archetype, the environmental turbulence it experiences, and its performance. 

Methodology/Approach; The study utilizes a mail survey of marketing managers, 

incorporating the ICON scale, and items to measure environmental turbulence and 

performance. 

Findings: The ICON archetype a firm adopts is to some extent dependent on its 

perceptions of environmental turbulence. The ICON archetypes of firms impact on all 

aspects of their performance; isolate firms tend to under-perform on all measures, 

while shapers show significantly higher rates of growth. 

Research limitations/implications: The study suffers all the typical limitations of a 

mail survey, and those of single respondent bias. However, it provides evidence of 

the effects of ICON archetype, and these can be investigated further. 

Practical implications: The paper provides a simple, yet powerful way for managers 

to identify their ICON archetype, and emphasizes the impact that this stance can have 

on performance. 

Originality/value of paper: The paper presents a managerially useful adaptation of the 

original ICON scale, and also applies it in South Africa, rather than in North America 

or Europe, where much of this type of research is done. This country presents 

challenging research and managerial dilemmas. 

Key words: ICON, strategic archetype, isolate, follower, shaper, interact, 

performance, South Africa 
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ICON’S INFLUENCE: CUSTOMER- AND INNOVATION ORIENTATIONS 

IN SOUTH AFRICAN FIRMS 

INTRODUCTION

The history of organizational orientation has essentially followed four phases (see for 

example, Kotler and Keller, 2006). In times of insufficiency, firms followed a 

production orientation. The industrial revolution solved the problem of scarcity 

though mass production – the thinking was that if you could only make enough 

products, there would be markets for them. The second orientation involved a product 

focus, or a product orientation, which in simple terms holds that if the product is the 

right and best one, there will be a ready market for it. As production problems were 

solved, and as technology advanced to a point where there were lots of good albeit 

similar product, firms focused on a selling orientation. In straightforward terms, this 

concept implied that whoever sold and advertised loudest and longest would convince 

customers to favor their offering. The fourth phase of this evolutionary process was 

marketing orientation, more commonly known as the “marketing concept”, also 

loosely referred to as a “customer” or “market” orientation. The philosophy here is 

that firms will succeed by determining what customers want, and giving it to them. 

The greatest tension between these four orientations has always been between the 

product concept and the marketing concept.  

The relationship between a customer orientation and a product orientation has always 

been troubled. Marketers are beloved of a business philosophy called the marketing 

concept (sometimes stated simply as “the customer is always right”), whereas those 

who view new products as the key drivers of corporate growth argue that customers 
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are wrong at worst and misleading at best. Product orientation, or what may be 

termed an innovation philosophy, avows that customers will prefer those products 

and services that provide the greatest quality, performance and features. This 

viewpoint has been postulated in both the management and academic literatures for 

many years (cf. Smith, 1980; Clark and Fujimoto, 1991; Kodama, 1995; Utterback, 

Allen, Hollomon and Sirbu, 1976). Marketing texts on the other hand, condemn a 

product orientation (e.g. Kotler and Keller, 2006, p.15), and identify numerous 

examples of product- and corporate failure occasioned by launching offerings that 

customers didn't want.  

Managers in organizations that endorse a technology philosophy dedicate themselves 

to innovation and attempt to invent, improve and bring to market better products and 

services. Customer orientationists argue that identifying the needs and wants of 

customers, and delivering products and services that satisfy these is the answer to the 

organizational success question. These issues have received attention in both the 

academic and practitioner literatures (cf. Band, 1991; Day, 1990, 1994; Naumann, 

1995; Webster, 1988).  

The propensity to view customer- and product orientations as mutually exclusive is 

usually exacerbated by the fact that academics, consultants and practitioners 

specialize and either ignore, or sometimes degrade each other’s fields. There are 

exceptions in the literature, and some attention has been given to attempts that 

integrate product and customer orientations (cf. Gupta, Raj & Wilemon, 1986; 

Souder, 1987; Shanklin and Ryans, 1984). Although few firms apply one orientation 

to the full exclusion of the other, in reality organizations tend to either favor one over 

the other. Some attempt to apply both, and of course, some firms do neither. 
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Likewise, as already discussed, the various academic literatures accentuate one 

viewpoint to a greater extent than the other. 

Marketing decision making goes beyond the mere using of data and information. 

Astute marketers apply intelligence in formulating and implement strategic marketing 

plans. Regardless of what the text books say, they do not blindly follow customers 

and merely give them what they want. Neither do they simply design and develop 

great products that ignore customer wants and desires. In the minds of the successful 

marketers and entrepreneurs there seem to be decision engines that successfully 

balance the customer-product tensions in a way that leads to superior organizational 

performance. It is incumbent upon marketing scholars to study these tensions and 

attempt to explain them.  

In this paper we briefly review the scholarly pedigrees of the customer- and product 

orientation stances. Then we consider the more inclusive model proposed by Berthon, 

Hulbert and Pitt (1999) and use a simplified version of a scale subsequently 

developed by these authors (Berthon, Hulbert and Pitt, 2003) to measure the existence 

of the various archetypes in a sample of South African firms. We then examine the 

relationship between the resulting strategic orientation and firm performance. In 

simple terms, we attempt to answer the question of whether the orientation of a firm 

matters – does it impact on corporate performance? 

CUSTOMER ORIENTATION 

Customer orientation is frequently accredited to Peter Drucker’s (1954: 37) 

declaration that the purpose of a firm was to create and serve customers. Accordingly, 

in order to be successful, organizations should try to determine the customer’s needs 

and wants, and produce the products and services that will satisfy these. This was 
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referred to in the popular text of Peters and Waterman (1982; pp 156-199) as staying 

“close to the customer” (See also Saxe and Weitz, 1982). The marketing concept 

holds that, “ the key to achieving organizational goals consists in determining the 

needs and wants of target markets and delivering the desired satisfactions more 

effectively and efficiently than competitors” (Kotler, 1988, p.17). In simple terms, 

find out what customers want and give it to them. It is interesting to note that the 

same text book in a later edition now amends this to stating that the marketing 

concept consists of the company “being more effective than competitors in creating, 

delivering superior customer value to its its chosen target markets” (Kotler and 

Keller, 2006, p. 16) 

Far-reaching theoretical and empirical endeavors occurred in the 1990s in the 

marketing literature on the construct of market orientation (Narver & Slater, 1990; 

Slater & Narver, 1994; Kohli and Jaworski, 1990; Jaworski and Kohli, 1993; Kohli, 

Jaworski and Kumar, 1993; Selnes, Jaworski and Kohli, 1997; Deshpande and Farley, 

1998; Harris and Ogbonna, 1999), which was defined as the degree to which the 

marketing concept is implemented (Kohli and Jaworski, 1990; Narver and Slater, 

1990; Shapiro, 1988). The notion of identifying and satisfying customer needs and 

wants has intuitive appeal. However it too often ignores Drucker’s (1954) concept of 

a business as a whole, which also stresses customer creation. Simply serving 

customers is an over-simplification of Drucker’s philosophy and makes an implicit 

assumption of the exogeneity of customer wants and needs (Carpenter, Glazer and 

Nakamoto, 1997).  

The creation of customers and the command to innovate (Drucker, 1973, pp.65-67) 

are the more overlooked facets of Drucker’s original injunction. Seen from this 

perspective, market orientation only stresses serving customers by catering to their 
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observed or articulated needs. Webster (1994: 10) contends that constant innovation 

is also necessary to deliver better value to consumers in a competitive marketplace. 

Merely being “customer oriented” in the philosophical sense is not enough. 

Innovation has the potential to engage peoples’ minds and imaginations, and can 

therefore create customers.  

PRODUCT (OR INNOVATION) ORIENTATION 

MacDonald (1995), observing that many of the firms cited as “excellent” in the Peters 

and Waterman (1982) book had since failed, wondered whether they perhaps got “too 

close” to their customers. Those few that survived with reputations intact were in fact 

firms whose tactics deliberately distanced them from customers. The empirical work 

of Christensen and Bower (1996) shows that the firms in the markets they researched 

failed to lead because impetus coalesced behind, and resources were allocated to, 

programs serving powerful, large, existing customers. Likewise, Frosch (1996) found 

that excessive market orientation leads to shortsighted research and development. 

Bennett and Cooper (1979) criticized market orientation for leading to incremental 

and trivial new product development. 

The motivation for the innovation orientation is that it enables the creation of markets 

and customers by defining human needs, hence determining the nature of consumer 

demand. Dickson (2000) describes super innovations as those that stand above other 

technological innovations in that they increase the speed, efficiency and effectiveness 

of the transmission of new ideas and technologies between individuals and cultures. 

Rather than consumption leading production, he contends, “new production and 

consumption processes feed on each other, changing behavior with catalytic 

repercussive effects…” (Dickson, 2000, p.118).
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An innovation or product orientation does not completely ignore customers – rather, 

firms following this path deem that existing customers may not know enough about 

radical new technologies to need them and then want them. Just as with market 

orientation, empirical work (Capon, Farley, Lehmann and Hulbert, 1992; Deshpande, 

Farley and Webster, 1993, 1997; Damanpour and Evan, 1984; Khan and 

Manopichetwattana, 1989) in various markets has positively linked an innovation 

orientation to business performance.  

CUSTOMER ORIENTATION AND INNOVATION ORIENTATION: 

BRINGING THE TWO TOGETHER 

The evidence is that both innovation (product) and market (customer) orientation 

have important effects on various measures of firm performance. Berthon, Hulbert 

and Pitt (1996; 1999; 2003) stress that one cannot reduce innovation orientation to 

market orientation, or vice versa. Neither construct is an exclusive antecedent to the 

other, yet while they are distinct, they can interact. These authors have therefore 

developed a model that integrates customer and product orientations, which permits 

firms to identify the extent of their own orientations on both dimensions, and to be 

able to archetype themselves. The issue that faces a firm is then not one of whether it 

is market-oriented or innovation-oriented enough, but whether its current orientation 

is appropriate for the market it faces in the industry in which it operates. These 

authors have proposed and tested a theoretical framework that considers a focus on 

the customer (or market) and a focus on innovation (or technology, new products). 

They classify and describe four alternative modes of interaction between market and 

innovation orientations. Based on the work of Carpenter and Nakamoto (1989) and 

Carpenter, Glazer and Nakamoto (1994) they argue that managers and their 

companies learn from the market (a market orientation), and the market (customers) 
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learns from new technologies (or as a result of the firm’s innovation orientation). 

While this two-way flow is present, to a greater or lesser extent, for every product or 

service in every market for any particular firm, the degree of focus on innovation 

and/or the customer can vary substantially. This enabled the demarcation by Berthon 

et al. (1999) of four archetypal configurations for the firm namely the Isolate, 

Follower, Shaper and Interact modes, delineated and summarized in Figure 1. While 

this is referred to for the purposes of convenience as the ICON matrix, the term ICON 

is more correctly derived from the scale developed by these same authors (Berthon et 

al., 2003) to measure an organization’s stance on this matrix.  
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FIGURE 1: THE ICON MATRIX AND BRIEF DESCRIPTION OF 
ARCHETYPES (AFTER BERTHON ET AL, 1996; 1999) 

Innovation Orientation

Market
Orientation

Low
Low

High

High

No communication between innovation and 
the market, the organization itself becomes 
the focus of its own attention. Technology 
either stagnates, or is developed for its own 
sake, and is not market-driven, Little or no 
market research occurs, and the needs of the 
customer are not really considered in 
management decision making. Internal 
operations and revenue dominate 
management thinking.

Example: Gold mine

Isolate

Follow
The market drives innovation; the firm 
relies heavily on both formal or structured 
and informal or unstructured market 
research to establish the parameters of 
products and services, and to drive their 
development. Studies of customer 
satisfaction and service quality focus on 
what (dis)satisfies customers, and attempts 
to rectify faults, enhance positive 
experiences, and generally, “give 
customers what they want”. 

Example: Toyota Lexus

Shape
Innovation shapes the market, the firm is 
primarily technology-oriented. Indeed, 
potential customers may not have even been 
aware that they needed or wanted the 
benefits derived from a particular 
innovation until it became available. This 
strategy is based on the principle that in 
certain circumstances innovation defines 
human needs, and hence determines the 
nature of customer demand by providing 
new products or services that induce 
changes in basic behavior. 

Example: Chrysler Voyager

Interact
A true dialogue is established between 
the market and innovation. The term 
dialogue is appropriate here because it 
uses the metaphor of speech to underpin 
the market-innovation relationship, 
providing a spectrum ranging from 
“conversation” to “negotiation”.

Example: Airbus AX380
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In simple terms, the matrix in Figure 1 suggests the possibility of four different 

modes of focus that an organization can adopt. A low focus on both customers and 

innovations makes an organization an “isolate”; a high focus on customers but a low 

focus on innovations causes the organization to be a “follower”; a low focus on 

customers but a high focus on innovations means that the organization is a “shaper”; 

and a concurrent high focus on both customers and innovations results in an 

organization being an “interact”.

The character of an organization’s mode of strategic focus is not as simple as “one is 

right” and “the other is wrong”, according to Berthon et al. (1999). As appealing as it 

may be to simply assume that an isolationist focus is incorrect, and that the 

interactionist archetype is preferable, in reality, circumstances in firms are more 

complex. Since strategy in general, and marketing strategy in particular, has to do 

with the best deployment of a firm’s limited resources in an uncertain environment, 

the mode of focus that a firm adopts should depend on the extent of that 

environmental uncertainty. Indeed, depending on the level of environmental 

turbulence, each of the modes might be appropriate - cases could even be made for 

isolation under certain conditions. It is more important that executives should know 

their firm’s current mode of focus, and then evaluate whether this is appropriate to 

the environment in which it operates. Berthon et al. (2003) developed a scale called 

ICON (Innovation Orientation- Customer Orientation) that enables the identification 

of a firm's mode of focus, as perceived by its executives. This instrument also 

demonstrated good psychometric properties. 
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The intent of the empirical study described here is twofold. First, we examine 

whether South African executives’ perceptions of the level of environmental 

turbulence in which their firm’s operate relate to the strategic archetypes these firms 

adopt. Environmental context has been shown to have a significant impact on 

organizational strategy, learning and consequent business performance (e.g. 

Eisenhardt, 1989; Menon and Varadarajan, 1992; Sinkula, 1994; Slater and Narver, 

1995; Greenley and Foxall, 1997). Given this we postulate: 

H1: There will be significant interaction effects between archetype and environmental 

turbulence.  

Second, we explore whether the various archetypes have difference effects on the 

financial and strategic performance of South African firms. Specifically our 

hypotheses in this regard are: 

H2: A firm’s profitability will be related to its archetype 

H3: A firm’s market share will be related to its archetype 

H4: A firm’s rate of growth will be related to its archetype 

The South African business environment was chosen as a research setting for a 

number of reasons. First, it provides an alternative backdrop to the testing of theories 

developed in developed world environments, and additional evidence (or otherwise) 

for the suitability of measures already tested in North America, Europe and Asia. 

Second, the country is an interesting mix of developed- and developing world 

conditions, where state-of-the-art financial, manufacturing, retailing and services 

environment systems, and typical developing world poverty, desperate living 
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conditions and large scale unemployment, are juxtaposed. Third, the past two decades 

have witnessed considerable political, economic and social change in the South 

African business environment, which has often been characterized as “turbulent” in 

the marketing and management literature (e.g. Morris, Hansen and Pitt, 1997; Morris 

et al, 1996; Morris and Schurink, 1993). Now this is not to suggest that all South 

African firms will experience similarly high levels of environmental turbulence. 

Other factors than political, economic and cultural change can account for turbulence, 

and these might include the product-market, the nature and extent of rivalry, and the 

broader global context in which a firm competes. We rely on the ability of managers 

to gauge the extent of turbulence in their own specific business environment. South 

Africa therefore presents an opportunity to study the effects of mode of focus in an 

alternative environment to the relatively stable political, economic and social spheres 

of North America and Western Europe. 

METHODOLOGY: ICON AND SOUTH AFRICAN SENIOR MANAGERS’ 

VIEWS 

This study was conducted on a sample frame of 1000 senior marketing executives in 

South African firms whose names and addresses were purchased from a large 

commercial database. The database sorts on all individuals based job title (including 

“marketing manager”, “marketing director”, and “marketing vice-president”), but 

does not indicate length of tenure or experience, nor gender or other demographics, 

neither were these asked of respondents. These individuals were contacted by means 

of a mail survey, with an additional follow up fax three weeks after mailing to those 

who had not responded, allowing for another three weeks before cutoff.

By the final cutoff date 258 completed, usable questionnaires had been received, for a 

response rate of 25.8%. In order to control for response bias two simple measures 
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were employed. First, the database used classified firms by product/service and type 

of customer served – so that the breakdown of the mail out was 400 service firms, 

and 400 consumer- and 200 business-to-business product firms respectively. The 

responses received were from 101 service firms, 95 customer products firms, and 64 

business-to-business products firms respectively, which effectively match the mail 

out in terms of relative proportions. Second, simple t-tests were used to determine 

differences in response on the environmental turbulence and organizational 

performance measures between “early” respondents (those responses received before 

the reminder fax) and “late” respondents (those responses received after the reminder 

fax). No significant differences in response were found.

An amended version of the ICON scale (Berthon et al, 2003) was used in the 

questionnaire, in that rather than have respondents rate their firms on Likert-type 

scales, they were required to use a forced ranking of their firms on the items by 

giving 1 point to the descriptor that best described their firm, 2 to the next best 

descriptor, and so on. In the case of using ICON as a management diagnostic, a 

ranking is both easier and more insightful to users than a rating. By simply adding up 

the points allocated to each archetype, it is therefore possible to identify which 

archetype a firm is most like and which it is least like (and of course the relative 

similarity to the two archetypes in-between). There were two reasons for doing this: 

First, we desired to force respondents to choose the strategic archetype closest to their 

firm, and thus avoid the possibility of respondents scoring all items high in a rating 

scale and ending up with no clear archetype (a possibility noted by the scale’s 

developers). Second, we informed respondents in an explanatory letter what the 

purpose of the study was, and that they would be able to identify and evaluate their 

firm’s archetype for possible further in-house discussion and strategic analysis. A 

ranking makes this type of identification much clearer and easier to do, although it 
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does limit subsequent data analysis and the identification of psychometric properties 

because the data is ordinal-, rather than interval-scaled. This part of the questionnaire 

used is illustrated in Table 1 below. 

TABLE 1: AMENDED ICON SCALE USED 

Instructions:  Think about the organization you work for - how it views its customers, its competitors, 
how it thinks about technology in the form of products and services, its perceptions of the business 
environment in which it operates, its employees, and of course, itself. Then complete the short 
questionnaire below. Read each of the four descriptions of an organization, A, B, C and D and then 
mark a "1" next to the description that you think best fits your organization, a "2" next to the 
description that fits it next best, and so on, until you place a "4" next to the description that least 
describes your organization. In many cases of course, you may find the descriptions quite similar, so 
read them carefully. Also, there may be instances where you want to say, "It all depends". Don't worry 
too much about this - there are no "right" or "wrong" answers, so simply record your first impression. 

Descriptions of Organizations
1. Our organization views customers as: 
A. Necessary sources of revenue for the firm     _____ 
B. The primary reason for the firm's existence     _____ 
C. People who will respond positively to innovative products and services   _____ 
D. Co-partners in the development of customized products and services   _____ 

2. Our organization views innovative products and services as: 
A. A means to extract revenue from customers      _____ 
B. A means of responding to the needs and wants of customers    _____ 
C. The primary reason for the firm's existence     _____ 
D. As something which is co-developed with customers    _____ 

3. Our organization views the business environment (factors such as the political and legal situation, 
the economy, and socio-cultural change) as: 

A. Of primary importance, because of its impact on the firm    _____ 
B. Of primary importance, because of its impact on customers   _____ 
C. Of primary importance, because of its impact on innovative products and services _____ 
D. Of primary importance, because of its impact on the interaction  

between customers and innovative products and services     _____ 
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4. Our organization views competitors as: 
A. Rivals who attempt to take away our firm's market share and financial rewards _____ 
B. Rivals who attempt to satisfy customers needs and wants better than we do  _____ 
C. Rivals who attempt to develop innovative products and services, and shape  

wants better than we do       _____ 
D. Rivals who attempt to engage customers in interaction with innovative  

products and services better than we do      _____ 

5. Our organization views itself as: 
A. A vehicle for the creation of shareholder and employee wealth   _____ 
B. A vehicle for the creation of satisfied customers     _____ 
C. A vehicle for the creation of innovative products and services   _____ 
D. A vehicle for the creation of interactions between customers and innovative 

products and services        _____ 

6. Our organization views employees as: 
A. Dedicated to the service of the firm      _____ 
B. Dedicated to the service of the customer      _____ 
C. Dedicated to the development of innovative products and services   _____ 
D. Dedicated to the establishment of interaction between customers and innovative 

 products and services        _____ 

Instructions for Scoring
Once you have completed your impressions of all the situations, add up all your scores for "A" 
descriptions, and place them in the box under "Type A" firms below, then do the same for all the "B" 
descriptions, then the "C", and so on. 

Type "A" Firm Type "B" Firm Type "C" Firm Type "D" Firm 

In order to check your calculations and scoring, you might want to remember that the largest number 
that could be in a box above is 24, and the smallest, 6. Also, once you have completed the four boxes, 
the numbers in them must add up to a total of 60. 

One item was used to assess respondents’ perceptions of the turbulence of the 

business environment in which their firm operated, and three items measured the 

respondents’ subjective evaluations of their firm’s performance relative to 

competitors – namely, profitability, market share, and rate of growth. Both the 

environmental and performance measures utilized were subjective. Respondents were 

asked to indicate their views on environmental turbulence on a five point scale 
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ranging from 1 = much less turbulent than most markets, through 5 = much more 

turbulent than most markets. They were asked to rate their firm’s performance (on 

profitability, market share, and growth) relative to competitors on a 5-point scale 

(ranging from far inferior to competitors to far superior to competitors). There is 

excellent evidence in the literature that managerial perceptions of performance are 

generally as good as, and often superior to harder measures (Dess and Robinson, 

1984).

DISCUSSION OF RESULTS 

Of the 258 respondent firms, 106 (41.1%) were Isolates (labeled A in the subsequent 

statistical analyses); 90 (34.9%) were Followers (labeled B in the subsequent 

statistical analyses); 28 (10.9%) were Shapers (labeled C in the subsequent statistical 

analyses); and, 34 (13.1%) were Interacts (labeled D in the subsequent statistical 

analyses). 

ICON AND ENVIRONMENTAL TURBULENCE 

In order to determine the relationship between archetype and perceived level of 

environmental turbulence, a one-way analysis of variance (ANOVA) procedure was 

run with the archetypes as independent variable, and perceived level of environmental 

turbulence as the dependent observation. The results of this procedure are reported in 

Table 2.
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TABLE 2: PERCEPTIONS OF ENVIRONMENTAL TURBULENCE BY 
ICON ARCHETYPE 

1.0

2.0

3.0

4.0

5.0

A B C D

ICON

All Pairs
Tukey-Kramer
 0.05

Oneway Anova 
Summary of Fit 

RSquare 0.034606 
RSquare Adj 0.023204 
Root Mean Square Error 0.871935 
Mean of Response 2.875969 
Observations (or Sum Wgts) 258

Analysis of Variance 
Source DF Sum of Squares Mean Square F Ratio 
Model 3 6.92224 2.30741 3.0350 
Error 254 193.10877 0.76027 Prob>F 
C Total 257 200.03101 0.77833 0.0298 

Means for Oneway Anova 
Level Number Mean Std Error 
A 106 2.81132 0.08469 
B 90 3.00000 0.09191 
C 28 2.50000 0.16478 
D 34 3.05882 0.14954 

Std Error uses a pooled estimate of error variance 
Means Comparisons 

Dif=Mean[i]-Mean[j] D B A C 
D 0.000000 0.058824 0.247503 0.558824 
B -0.05882 0.000000 0.188679 0.500000 
A -0.2475 -0.18868 0.000000 0.311321 
C -0.55882 -0.5 -0.31132 0.000000 
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Alpha= 0.05 
Comparisons for all pairs using Tukey-Kramer HSD 

q*
2.58614 

Abs(Dif)-LSD D B A C 
D -0.54691 -0.3951 -0.19693 -0.01663 
B -0.3951 -0.33615 -0.13453 0.012048 
A -0.19693 -0.13453 -0.30974 -0.16781 
C -0.01663 0.012048 -0.16781 -0.60266 

Positive values show pairs of means that are significantly different. 

As can be seen in Table 2, the ANOVA results in a small but significant R2 of 0.035 

(F = 3.0350; p< 0.05), which suggests that there are, differences in the way the ICON 

archetypes perceive levels of environmental turbulence. This can also be observed 

from the means diamonds plot in the table, which enables a visual comparison of the 

mean and standard error of the mean for each sample group. The line across each 

diamond represents the group mean. The height of each diamond represents the 95% 

confidence interval for each group, and the diamond width represents the group 

sample size. It will be observed that in the case of C (the Shaper archetype) the levels 

of perceived environmental turbulence are lower than the three others. In order to 

further test the significance of this, the Tukey-Kramer HSD (honestly significant 

difference) test was conducted. This test is an exact alpha-level test if the sample 

sizes are the same, and conservative if the sample sizes are different. As will be seen 

from the results in Table 2, positive values show pairs of means that are significantly 

different. Whereas there are no significant differences between the Isolate, Follower 

and Interact archetypes, there is a significant difference between the Shapers and the 

Followers with regard to perceptions of environmental turbulence (although the 

differences between Shapers, and Isolates and Interacts are not significant).

H1: There will be significant interaction effects between archetype and environmental 

turbulence is therefore accepted.
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ICON and Organizational Performance 

In order to test the hypotheses regarding ICON archetype and perceived levels of 

organizational performance, a further series of ANOVAs was run. The relationship 

between ICON archetype and firm profitability is reported in Table 3 below. 

TABLE 3: PERCEPTIONS OF FIRM PROFITABILITY BY ICON 
ARCHETYPE

1.0

2.0

3.0

4.0

5.0

A B C D

ICON

All Pairs
Tukey-Kramer
 0.05

Oneway Anova 
Summary of Fit 

RSquare 0.090891 
RSquare Adj 0.080154 
Root Mean Square Error 0.841136 
Mean of Response 3.604651 
Observations (or Sum Wgts) 258

Analysis of Variance 
Source DF Sum of Squares Mean Square F Ratio 
Model 3 17.96692 5.98897 8.4649 
Error 254 179.70750 0.70751 Prob>F 
C Total 257 197.67442 0.76916 <.0001 

Means for Oneway Anova 
Level Number Mean Std Error 
A 106 3.30189 0.08170 
B 90 3.88889 0.08866 
C 28 3.78571 0.15896 
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D 34 3.64706 0.14425 

Std Error uses a pooled estimate of error variance 
Means Comparisons 

Dif=Mean[i]-Mean[j] B C D A 
B 0.000000 0.103175 0.241830 0.587002 
C -0.10317 0.000000 0.138655 0.483827 
D -0.24183 -0.13866 0.000000 0.345172 
A -0.587 -0.48383 -0.34517 0.000000 

Alpha= 0.05 
Comparisons for all pairs using Tukey-Kramer HSD 

q*
2.58614 

Abs(Dif)-LSD B C D A 
B -0.32427 -0.36754 -0.19606 0.275205 
C -0.36754 -0.58137 -0.41648 0.021618 
D -0.19606 -0.41648 -0.52759 -0.08356 
A 0.275205 0.021618 -0.08356 -0.2988 

Positive values show pairs of means that are significantly different. 

From Table 3 it is apparent that the ANOVA results in a small but significant R2 of 

0.091 (F = 8.46; p< 0.05). There are differences in the way the ICON archetypes 

impact on firm profitability, and this is also observable from the graphic plot of the 

ANOVA. In the case of A (the Isolate archetype) the levels of firm profitability are 

lower than the three others. The Tukey-Kramer HSD test indicates that this difference 

is significant, for the positive values show pairs of means that are significantly 

different. There are no significant differences between the Shaper, Follower and 

Interact archetypes, but there are significant differences between the Isolates and the 

Shapers, and the Isolates and the Followers with regard to firm profitability (the 

difference between Interacts and Isolates is not significant).

H2: There will be significant interaction effects between archetype and firm 

profitability is therefore accepted..
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In Table 4 the relationship between ICON archetype and market share is explored. 

Again the ANOVA results in a small but significant R2 of 0.060 (F = 6.51; p< 0.05). 

There are differences in the way the ICON archetypes impact on a firm’s market 

share, which is also observable from the diamond means plots. In the case of A (the 

Isolate archetype) the level of market share is significantly lower than the relative 

market share of Followers. The Tukey-Kramer HSD test indicates that this difference 

is significant. There are no significant differences between the Shaper, Follower and 

Interact archetypes with regard to firm market share.  

H3: There will be significant interaction effects between archetype and a firm’s 

market share is therefore accepted.

TABLE 4: PERCEPTIONS OF FIRM MARKET SHARE BY ICON 
ARCHETYPE

1.0

2.0

3.0

4.0

5.0

A B C D

ICON

All Pairs
Tukey-Kramer
 0.05
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Oneway Anova 
Summary of Fit 

RSquare 0.071358 
RSquare Adj 0.06039 
Root Mean Square Error 0.855972 
Mean of Response 3.51938 
Observations (or Sum Wgts) 258

Analysis of Variance 
Source DF Sum of Squares Mean Square F Ratio 
Model 3 14.30039 4.76680 6.5059 
Error 254 186.10271 0.73269 Prob>F 
C Total 257 200.40310 0.77978 0.0003 

Means for Oneway Anova 
Level Number Mean Std Error 
A 106 3.28302 0.08314 
B 90 3.80000 0.09023 
C 28 3.35714 0.16176 
D 34 3.64706 0.14680 

Std Error uses a pooled estimate of error variance 
Means Comparisons 

Dif=Mean[i]-Mean[j] B D C A 
B 0.000000 0.152941 0.442857 0.516981 
D -0.15294 0.000000 0.289916 0.364040 
C -0.44286 -0.28992 0.000000 0.074124 
A -0.51698 -0.36404 -0.07412 0.000000 
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Alpha= 0.05 
Comparisons for all pairs using Tukey-Kramer HSD 

q*
2.58614 

Abs(Dif)-LSD B D C A 
B -0.32999 -0.29268 -0.03616 0.199684 
D -0.29268 -0.53689 -0.27501 -0.07226 
C -0.03616 -0.27501 -0.59163 -0.39624 
A 0.199684 -0.07226 -0.39624 -0.30407 

Positive values show pairs of means that are significantly different. 

The relationship between ICON archetypes and rate of firm growth is presented in 

Table 5. The R2 in Table 5 is a larger, significant .214 (F = 6.51; p< 0.05). The 

ANOVA in table 5 produces a more complex set of observations than the three 

previous analyses. Rate of firm growth is more widely spread among the ICON 

archetypes. The Shapers grow at significantly faster rates than the other three modes 

of focus, Isolates grow significantly slower than all three, and Followers grow 

significantly faster than Interacts, as can be seen from the Tukey-Kramer HSD test.  

H4: There will be significant interaction effects between archetype and a firm’s rate 

of growth is therefore accepted. 
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TABLE 5: PERCEPTIONS OF FIRM GROWTH BY ICON ARCHETYPE

1.0

2.0

3.0

4.0

5.0

A B C D

ICON

All Pairs
Tukey-Kramer
 0.05

Oneway Anova 
Summary of Fit 

RSquare 0.214219 
RSquare Adj 0.204938 
Root Mean Square Error 0.719191 
Mean of Response 3.356589 
Observations (or Sum Wgts) 258

Analysis of Variance 
Source DF Sum of Squares Mean Square F Ratio 
Model 3 35.81603 11.9387 23.0817 
Error 254 131.37776 0.5172 Prob>F 
C Total 257 167.19380 0.6506 <.0001 

Means for Oneway Anova 
Level Number Mean Std Error 
A 106 2.98113 0.06985 
B 90 3.55556 0.07581 
C 28 4.14286 0.13591 
D 34 3.35294 0.12334 

Std Error uses a pooled estimate of error variance 
Means Comparisons 

Dif=Mean[i]-Mean[j] C B D A 
C 0.00000 0.58730 0.78992 1.16173 
B -0.58730 0.00000 0.20261 0.57442 
D -0.78992 -0.20261 0.00000 0.37181 
A -1.16173 -0.57442 -0.37181 0.00000 
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Alpha= 0.05 
Comparisons for all pairs using Tukey-Kramer HSD 

q*
2.58614 

Abs(Dif)-LSD C B D A 
C -0.49709 0.184828 0.315266 0.766525 
B 0.184828 -0.27726 -0.17179 0.307830 
D 0.315266 -0.17179 -0.4511 0.005230 
A 0.766525 0.307830 0.005230 -0.25548 

Positive values show pairs of means that are significantly different. 

DISCUSSION: MANAGERIAL IMPLICATIONS, LIMITATIONS AND 

AVENUES FOR FUTURE RESEARCH 

This paper considers the issues of customer and product orientations in South African 

firms. It concentrates on identifying the ICON archetypes of these firms, and then 

establishing the relationship between these archetypes and managerial perceptions of 

environmental turbulence, before examining the differences in organizational 

performance between the archetypes. The work is based on the fourfold conceptual 

model of Berthon et al (1999) that proposes four archetypal orientations within a 

broader framework including market and innovation aspects.  

A simple observation from a managerial perspective is that it is a worthwhile exercise 

for managers in South Africa, and indeed other business environments to understand 

their ICON archetype, the fit of this mode of focus with the environment in which the 

firm operates, and the ensuing strategies the firm follows. This is because there is 

evidence that ICON archetype impacts on levels of firm performance. The more 

complex observations from the data in this study are that the ICON archetype is 

related significantly to environmental turbulence – specifically, Shapers seem to 

operate in less turbulent environments. Furthermore, while Followers tend to enjoy 
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higher profitability and market share than the other archetypes, Shapers exhibit higher 

rates of corporate growth. These considerations are worth of consideration by 

marketing strategists, and also merit further research by academics.  

The research described in this article has obvious limitations, among which are the 

following: First, the sample, while of adequate size for statistical analysis, is still 

relatively small, and ideally should include a greater variety of firms, as well as 

NGOs and nonprofit organizations, for these too, face customer orientation and 

product orientation issues. Second, the views represented in the study are from one 

individual in an organization only, and may not necessarily represent the views of 

others in the same firm. Third, the research has focused on the perceptions of 

strategic archetype and organizational performance only, and no additional analysis 

of issues such as demographics of respondent, location of the firm and nature of its 

business, and so forth was done. Fourth, the main instrument used in this study, the 

Berthon et al (2003) ICON instrument was used in a revised format, and its 

psychometric properties were not tested. Fifth, the individual scales employed to 

measure perceptions of environmental turbulence and the various aspects of corporate 

performance used single items only. Finally, while as observed previously the use of 

subjective evaluations of performance has been demonstrated in research to be 

acceptable, it would-be useful in future to attempt to include harder and independent 

objective measures of performance.  

From a methodological perspective, this article has left a number of questions 

unanswered, and these should be addressed by future research. For a start, while the 

instrument used has demonstrated sound psychometric properties (Berthon, Hulbert 

and Pitt, 2003) no attempts were made to corroborate these under South African 

circumstances. It would be worth testing the instrument across a range of offerings 
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and institutional situations, to see whether industry or market specific issues impact 

on its psychometric properties. In addition, it would be both interesting and useful to 

tie management’s perceptions of ICON archetypes to other institutional variables 

such as structure, ratings by customers, and of course, other aspects of organizational 

performance, such as relative quality, and reputation. Tracking studies would also be 

useful and insightful, as researchers would then be able to evaluate the relationship 

between ICON archetype and other variables over time. Finally, the views expressed 

here are solely those of marketing managers – it would be important to determine the 

extent of agreement on archetype within firms, particularly among functional areas.  
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BRAND MANAGEMENT AND STRATEGIC PERFORMANCE: SOME 

EVIDENCE FROM SOUTH AFRICA 

ABSTRACT 

This article reports on a study using a previously published questionnaire to assess 

the brand management practices of South African firms. Indications are that the 

perceptions of a sample of senior managers regarding how well their institutions 

manage their brands are reasonably positive, and that the management of brands has 

effects on a firm’s profitability, market share and growth compared to competitors. 

While the questionnaire used seems to possess the characteristic of reliability, further 

development needs to be done on aspects of its underlying structure. Implications for 

managers and further avenues for research are identified and discussed. 

INTRODUCTION

It is common cause that brand management is a fundamental tenet of marketing 

thought throughout all the business schools of the world. Along with overall 

corporate reputation, brands represent the most important intangible asset for most 

organizations. Consequently, there has been much speculation on the management of 

brands now and in the future (e.g. Berthon, Hulbert and Pitt, 1999; Shocker, 

Srivastava, and Ruekert, 1994; Aaker, 1991). Marketing scholars have researched 

many aspects of brands, including how they reduce search costs by helping buyers 

identify specific products (Smith, 2002; Moorthy, Ratchford, and Talukdar, 1997); 

reduce perceived risks by assuring a buyer of a level of quality that subsequently may 

extend to new products (Havlena and DeSarbo, 1991; Erdem and Swait, 2004); 

reduce psychological risk by eliminating the unpleasant social consequences of 
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owning and using the "wrong" product brand ( Stone and Gronhaug, 1993; Ram, 

1989); facilitate repeat purchases (Aaker and Jacobson, 2001; Lane and Jacobson, 

1995); the introduction of new products (Bottomley and Holden, 2001; Broniarczyk 

and Alba, 1994); promotional efforts (Ahluwalia, Unnava, and Burnkrant, 2001), 

premium pricing (Sullivan, 1998); market segmentation (Ambler et al, 2002; O 

Connor and Sullivan, 1995) and brand loyalty (Chaudhuri and Holbrook, 2001). 

In terms of cross cultural difference Morris and Pitt (1993) note significant cross 

cultural difference in strategic planning between South African and managers from 

other countries. More specifically Abratt, and Higgs (1994) elucidate the specificities 

of marketing planning practices of South African companies, while Abratt and 

Mofokeng. (2001) expand on how corporate image in South Africa is developed and 

managed. In terms of the literature on branding De Chernatony, Riley and Dall 

(1999) explore experts' views about the principles ad definitions of services brands, 

Riley and Chernatony. (2000), note the importance of the service brand as 

relationships builder, whilst O'Cass and Grace. (2004), explore consumer experiences 

of service brands. 

However, while there have been several important articles published on how firms 

might optimally manage their brands (e.g. Keller, 2000; Berthon, Capon, Hulbert and 

Pitt, 2001; Berthon, Holbrook and Hulbert, 2003), little attention has been given to 

empirically testing the impact a firm’s brand management practices have on its 

financial and strategic performance. This lacuna needs to be addressed, for while it 

might make good common sense to manage brands well, the impact of brand 

management practices on performance needs to be assessed, and specific issues 

identified. In addition, while much of the work on brand management has been 

conducted in North America and Europe, additional evidence is needed from other 
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parts of the world. This work attempts to address brand management practice from an 

African perspective. 

The primary objective of this paper is to address the research question “is there a 

positive relationship between effective brand management practices and business 

performance among South African businesses?” A secondary objective is to report on 

some of the psychometric properties of a previously published instrument, designed 

to audit perceptions of brand management effectiveness. The paper is set out as 

follows. First we review the literature on the measurement of brand management 

practices, and the link between brand management and firm performance. We then 

present the findings of a study conducted on a sample of senior South African 

managers looking at this link. The paper concludes by identifying the limitations in 

the research approach followed, the implications for management practice, and 

avenues for future research.

LITERATURE REVIEW: ASSESSMENT OF BRAND MANAGEMENT 

PRACTICES & THEIR EFFECT ON PERFORMANCE 

Pitt, Napoli and van der Merwe (2003) have recently reported on the use of a 

questionnaire for the assessment of brand management practices by an organization’s 

executives. While the questionnaire was developed and tested in the context of brands 

in a franchise environment, the authors suggested that it was sufficiently generic to be 

used across a wider range of brand management situations. This questionnaire was in 

turn constructed using the work of Keller (2000) as a framework. Based on the 

characteristics or dimensions that the world’s strongest brands share, Keller (2000) 

created a brand report card (BRC) that provides a systematic way for managers to 

assess their brand’s performance along each of these dimensions. The ten attributes 

that comprise the BRC include: (1) the brand excels at delivering the benefits 
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customers truly desire; (2) the brand stays relevant; (3) the pricing strategy is based 

on consumers’ perceptions of value; (4) the brand is properly positioned; (5) the 

brand is consistent; (6) the brand portfolio and hierarchy make sense; (7) the brand 

makes use of and coordinates a full repertoire of marketing activities to build brand 

equity; (8) the brand’s managers understand what the brand means to consumers; (9) 

the brand is given proper support that is sustained over the long run; (10) the 

company monitors sources of brand equity. Within each of these ten dimensions, 

Keller raises further questions that managers should address in the management of 

their brands. However, Pitt et al (2003) suggest that focusing just on the ten general 

brand management statements, rather than the sub-statements, allows for a quick, yet 

effective way of assessing an organization’s overall brand management approach. 

The questionnaire possesses the characteristics of reliability and convergent validity, 

in that scores on the questionnaire correlate well with independent overall 

assessments of the quality of brand management. According to the authors, brand 

management in a franchised brand situation comprises two dimensions that they 

labeled the external and internal dimensions of brand management. 

Much of the literature on brand management suggests that the effective management 

of brands as intangible corporate assets will impact favorably on all measures of 

corporate financial and strategic performance (e.g. Aaker, 1991; Keller, 2000; 

Berthon, Hulbert and Pitt, 1999; Berthon, Capon, Hulbert and Pitt, 2000). Firms that 

manage brands more effectively than their competitors, it has been argued, will enjoy 

greater returns on investment, a greater market share, and will also grow more rapidly 

than competitors. Accordingly, we hypothesize the following regarding South 

African firms: 
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H1: The effective management of brands by South African firms will have a positive 

impact on profitability 

H2: The effective management of brands by South African firms will have a positive 

impact on market share 

H3: The effective management of brands by South African firms will have a positive 

impact on rate of growth 

METHODOLOGY

This study was conducted on a random sample of 1000 senior marketing executives 

in South African firms whose names, addresses and fax numbers were purchased 

from a large commercial database. A covering letter and a copy of the questionnaire 

were mailed to each manager in the sample frame. After three weeks a fax was sent to 

those managers who had not responded with a reminder letter and a further copy of 

the questionnaire. We allowed a further three weeks before the final cutoff date. 

We employed an amended version of the Pitt et al (2003) questionnaire to measure 

the effectiveness of brand management, and we developed three further items to 

measuring managers’ subjective evaluations of their firm’s performance relative to 

competitors – namely, profitability, market share, and rate of growth. While the 

performance measures utilized were subjective – respondents were asked to indicate 

their views on their firm’s performance relative to competitors on a 5-point scale 

(ranging from far inferior to competitors to far superior to competitors) – there is 

good evidence in the literature that managerial perceptions of performance are 

generally as good as, and often superior to harder measures (Dess and Robinson, 

1984). Another minor change made was that whereas the original Pitt et al (2003) 

questionnaire used a 9-point Likert type scale, this study used a 7-point scale (1 = I 
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strongly disagree through 7 = I strongly agree). A 7-point Likert scale is considered 

optimal among many measurement scholars (cf. Mattell and Jacoby, 1972). 

By the final cutoff date 260 completed, usable questionnaires had been received, for a 

response rate of 26%. In order to control for response bias two simple measures were 

employed. First, the database used classified firms by product/service and type of 

customer served – so that the breakdown of the mail out was 400 service firms, and 

400 consumer- and 200 business-to-business product firms respectively. The 

responses received were from 95 service firms, 106 customer products firms, and 59 

business-to-business products firms respectively, which effectively matches the mail 

out. Second, simple t-tests were used to determine differences in response between 

“early” respondents (those responses received before the reminder fax) and “late” 

respondents (those responses received after the reminder fax). No significant 

differences in response were found.

RESULTS 

The mean responses to the 10 items of the Brand Management Questionnaire scale, 

relative to competitors, are shown in Table 1. The Cronbach Alpha coefficient for the 

ten items (1 - 10) comprising the scale was 0.94. This is above the generally accepted 

cutoff level of .7 (Nunnally, 1978), which indicates that the scale possesses good 

internal consistency, and is a reliable measure. It is also exceeds the Alpha of 0.87 

reported by Pitt et al (2003). Total brand management effectiveness scores were also 

calculated by summing the scores on the individual items, so that the mean overall 

score for the respondents is 47.76, with a standard deviation of 12.20. 
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Table 1: Mean Scores of Brand Management Effectiveness Items 

Item 
Mean

Responses
(7-point
scale)

Standard
Deviation 

1. Our firm’s brand excels at delivering the benefits 
customers truly desire 

5.00 1.19

2. Our firm’s brand stays relevant to what customers 
want under current market conditions 

5.30 1.09

3. The way we price our products/services at our firm is 
based on customer perceptions of value 

4.82 1.10

4. Our firm’s brand is properly positioned against 
competitors in our marketplace 

5.08 1.48

5. Our firm’s brand is consistent in the marketplace – we 
don’t send out conflicting messages to customers  

5.07 1.61

6. The brand portfolio and hierarchy of our firm make 
sense – every product / service we market is there for a 
reason and makes sense in our mix 

4.75 1.53

7. Our firm’s brand utilizes and coordinates a full 
repertoire of marketing tools and activities to build brand 
equity 

4.62 1.74

8. Those responsible for managing our firm’s brand 
understand what the brand means to customers. 

4.69 1.71

9. Our firm’s brand is given proper support and that 
support is sustained over the long run. 

4.62 1.57

10. At our firm all the sources of brand equity are 
monitored.

3.81 1.80

Total Score on Brand Management Effectiveness 
(Maximum possible = 70) 

47.76 12.20

Cronbach Alpha for Scale: 0.94 

It is apparent from the above table that South African managers perceive their brands 

to be reasonably well managed. A number of individual brand management activities, 

namely items 2 (Our firm’s brand stays relevant to what customers want under 

current market conditions = 5.30), 4 (Our firm’s brand is properly positioned against 
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competitors in our marketplace = 5.08) and 5 (Our firm’s brand is consistent in the 

marketplace – we don’t send out conflicting messages to customers = 5.07) are scored 

over 5.0 on average. On the other hand, the respondents do not perceive themselves, 

on average, to be good at managing all sources of a brand’s equity (item 10), scoring 

only 3.81 on this item.  

Pitt et al (2003) reported that brand management activities could be said to consist of 

two dimensions, namely the external dimension of brand management (items 1 – 5), 

which relates to customers and competitors, and the internal dimension of brand 

management, (items 6 – 10), which relates to factors within the organization. In order 

to investigate the underlying dimensionality of the questionnaire, in a South African 

environment, we conducted a principal components factor analysis, using varimax 

rotation with a priori delimitation of 2 factors (as had been found in the Pitt et al. 

(2003) study). The results of this procedure are reported in Table 2. 
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Table 2: Factor Analysis of the 10-Item Brand Effectiveness Questionnaire 

(Varimax Rotation) 

Items Factor 1 Factor 2 

Q1 0.372554 0.809526

Q2 0.077403 0.917896

Q3 0.632150 0.440363

Q4 0.812146 -0.005166

Q5 0.802566 0.405718

Q6 0.859704 0.219891

Q7 0.594977 0.613676

Q8 0.758581 0.516672

Q9 0.788194 0.456308

Q10 0.844753 0.377809
Variance accounted for by the two extracted factors: 74% 

As will be seen from Table 2, a two-factor solution produced different loadings from 

the Pitt et al (2003) study. This analysis raises a cautionary note regarding the factor 

stability of the scale, at least in regard to its use in a South African branding-branding 

environment. One possible explanation is that in the case of the respondents in the 

franchised brand situation on which the Pitt et al (2003) research was based is that all 

respondents represented the same institution, and were thinking about the same 

brand. In the research reported here, every respondent was from a different 

institution, and was therefore thinking of a different brand(s) – in straightforward 

terms, it would be understandable if there were greater variance in perceptions. 

However, this meant that in subsequent analysis to test the hypotheses, we did not use 

the dimensions of brand management effectiveness as independent variables, but 
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chose instead to perform simple regressions using the overall brand effectiveness 

scores.

The summary statistics of the three performance variables considered, namely, 

profitability, market share and growth are reported in Table 3.

Table 3: Summary Statistics, Performance Metrics 

Performance Metric Mean (5 point scale) Standard Deviation 

Profitability relative to competitors 3.67 0.90

Market Share relative to competitors 3.36 1.06

Growth rate relative to competitors 3.48 0.93

In order to test the hypotheses a series of simple regressions with the overall brand 

effectiveness score as independent variable, and the three performance metrics as 

dependent variables were run. The results of these are reported in tables 4, 5 and 6. 

Brand Effectiveness and Profitability 

As can be seen in table 4 below, the effect of brand management effectiveness on a 

firm’s profitability is positive with an R2 of .117, and this is statistically significant at 

p<0.05. In simple terms, the more effectively brands are managed, the more 

profitable the firm will be. H1 is therefore accepted.  
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Table 4: Regression - Effect of Brand Management Effectiveness on Profitability 

Bivariate Fit of PROFIT By BRAND MANAGEMENT  

1

2

3

4

5

P
R

O
FI

T

20 30 40 50 60 70
BRANDMGT

Summary of Fit 
RSquare 0.117241
RSquare Adj 0.11382
Analysis of Variance 
Source DF Sum of Squares Mean Square F Ratio
Model 1 24.56832 24.5683 34.2655
Error 258 184.98553 0.7170 Prob > F
C. Total 259 209.55385 <.0001
Parameter Estimates 
Term Estimate Std Error t Ratio Prob>|t| 
Intercept 2.4613769 0.212919 11.56 <.0001
BRAND MANAGEMENT  0.0252893 0.00432 5.85 <.0001

Brand Effectiveness and Market Share 

As can be seen from the regression analysis in table 5 below, there is a significant 

relationship between brand effectiveness and market share, with an R2 of 0.097, 

significant at p<0.05. Put simply, firms that manage brands effectively will enjoy a 

higher market share than their competitors. H2 is therefore accepted. 
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Table 5: Regression - Effect of Brand Management Effectiveness on Market 

Share

Bivariate Fit of MARKET SHARE By BRAND MANAGEMENT  

1

2

3

4

5

M
S

H
A

R
E

20 30 40 50 60 70
BRANDMGT

Summary of Fit 
RSquare 0.097238
RSquare Adj 0.093739

Analysis of Variance 
Source DF Sum of Squares Mean Square F Ratio
Model 1 28.39509 28.3951 27.7897
Error 258 263.62029 1.0218 Prob > F
C. Total 259 292.01538 <.0001

Parameter Estimates 
Term Estimate Std Error t Ratio Prob>|t| 
Intercept 2.0630195 0.254176 8.12 <.0001
BRAND MANAGEMENT  0.0271875 0.005157 5.27 <.0001
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Brand Effectiveness and Growth 

The regression of brand effectiveness on a firm’s growth is presented in table 6. As 

can be seen from the table, there is a significant relationship between the 

effectiveness of a firm’s brand management and the rate of growth it experiences 

relative to competitors. The R2 is 0.116, significant at p<0.05. H3 is therefore 

accepted. 

Table 6: Regression - Effect of Brand Management Effectiveness on Growth 

Bivariate Fit of GROWTH By BRAND MANAGEMENT  

1

2

3

4

5

G
R

O
W

TH

20 30 40 50 60 70
BRANDMGT

Summary of Fit 
RSquare 0.115737
RSquare Adj 0.11231
Analysis of Variance 
Source DF Sum of Squares Mean Square F Ratio
Model 1 26.03376 26.0338 33.7685
Error 258 198.90471 0.7709 Prob > F
C. Total 259 224.93846 <.0001

Parameter Estimates 
Term Estimate Std Error t Ratio Prob>|t| 
Intercept 2.2412606 0.220784 10.15 <.0001
BRAND MANAGEMENT  0.0260326 0.00448 5.81 <.0001
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LIMITATIONS AND FUTURE RESEARCH 

The research described in this article has obvious limitations, among which are the 

following: First, the sample, while of adequate size for statistical analysis, is still 

relatively small, and ideally should include a greater variety of South African firms, 

as well as NGOs and nonprofit organizations, for these too, face branding issues. 

Second, the views represented in the study are from one individual in an organization 

only, and may not necessarily represent the views of others in the same firm. Third, 

the research has focused on the perceptions of brand management practices only, and 

no additional analysis of issues such as demographics of respondent, location of the 

firm and nature of its business, and so forth was done. Fourth, the main instrument 

used in this study, the Pitt et al (2003) brand effectiveness questionnaire, did not 

demonstrate the desired levels of nomological validity, as shown in the factor 

analysis. It seems as though the instrument may require further refinement if it is to 

be used effectively in South African situations, or indeed, that another measure of 

brand management effectiveness be developed. Finally, while as observed previously 

the use of subjective evaluations of performance has been demonstrated in research to 

be acceptable, it would-be useful in future to attempt to include harder and 

independent objective measures of performance. 

From a methodological perspective, this article has left a number of questions 

unanswered, and these should be addressed by future research. For a start, while the 

instrument used demonstrates reliability, there still appear to be problems regarding 

its validity, and its factor structure. It would be worth testing the questionnaire across 

a range of offerings and institutional situations, to see whether industry or market 

specific issues impact on the psychometric properties of the instrument. In addition, it 
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would be both interesting and useful to tie brand management perceptions to other 

institutional variables such as structure, ratings by customers, and of course, other 

aspects of organizational performance, such as relative quality, reputation, and the 

environment in which the firm operates. Tracking studies would also be useful and 

insightful, as researchers would then be able to evaluate the relationship between 

brand management and other variables over time. 

Further opportunities for research include studies to compare senior and middle 

managers’ views about their brand management practices with the views of their 

consumers. Finally, there is a dire need for more business research in Africa – a 

marginalized part of the global business environment – future research should look at 

brand management practices in other developing countries in Africa. 

CONCLUSIONS 

The results of the study reported here indicate that senior marketing executives in 

South African firms perceive their organizations to be doing a reasonable job of 

managing brands. This should be a matter of some satisfaction, for branding is a 

critical issue. Furthermore, as shown in this study, the effectiveness of brand 

management has a positive effect on financial measures of a firm’s performance such 

as profitability, and also on indicators of strategic success, such as market share and 

rate of growth. The obvious implications of these results are that all South African 

firms should give attention to the management of brands in terms of marketing 

strategy, recruitment and selection, training and development, and also in terms of 

overall corporate strategy. 

However some of the firms in the sample probably need to understand more of the 

fundamentals of brand management. This means that they need to commit to the 
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training and development of those responsible for the management of the brand, and 

possibly engage the services of brand management professionals. An institution may 

find it useful to conduct a brand audit, possibly using a questionnaire such as the one 

discussed in this article, to gauge the views of those responsible for managing he 

brand. This will enable the organization to assess the extent to which views are 

common, for a start, and then to focus specifically on those issues where brand 

management is perceived to be especially weak. Finally, it may be wise to track 

changes in brand management perceptions over time, so that if changes are made in 

brand management practice, these can be monitored.  

Overall this article addresses a number of gaps in the field. First it clearly 

demonstrates the impact of brand management practices on firms’ performance. 

Second it explored the issue of branding in Africa – a much under-researched 

phenomenon. Finally, it adds insight into the psychometric properties of the brand 

management instrument developed by Pitt et al. (2003). 
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e-Relationships for e-Readiness: 

Cultural and Corruption in International eB2B 

ABSTRACT 

The role of electronic networks in B2B relationships has been growing exponentially. 

From massive Internet B2B exchanges to tiny RFID chips, B2B is increasingly 

becoming e-B2B. Whilst e-B2B has been explored intra-nationally, its inter-national 

counterpart is less well documented; as has been the role that culture might play in 

the development of international e-B2B relationships. In this paper we address this 

important issue of inter-national e-business relationships. Specifically we explore the 

interconnection between national e-readiness and cultural values, and address the 

research question: How do cultural values impact a nation’s readiness to engage in e-

business? Drawing upon international surveys we link cultural values with national e-

business infrastructure. Our findings suggest an intriguing link between cultural 

values and a nation’s readiness for e-B2B. From these results we develop managerial 

recommendations and extrapolate research opportunities.
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e-Relationships for e-Readiness: 

Cultural and Corruption in International eB2B 

Introduction 

The role of electronic networks in B2B relationships has been growing exponentially. 

From massive Internet B2B exchanges to tiny RFID chips, B2B is increasingly 

becoming e-B2B (cf. Economist, 2006). For example, over the past few years a 

plethora of trans-national exchanges have emerged, from open, public exchanges 

such as Covisint (www.covisint.com), through delimited, consortia exchanges such as 

Aeroxchange (aeroxchange.com), to the closed, private exchanges such as those run 

by Wal-Mart and Dell. These latter companies, as well as the likes of Boeing and 

Target, mandate suppliers to embed goods and components with RFID chips to create 

an electronically managed trans-national supply chain (Brass, 2006). 

Despite this, the specific trans-national aspect of e-B2B although arguably it’s sine 

qua non, has perhaps received less formal academic attention than other aspects of e-

commerce. Conceptual endeavors in this field do exist in the works of Samiee (1998), 

Avlonitis and Karayanni (2000), Porter (2001) and Karavdic and Gregory (2005). 

Furthermore, technical issues such as trans-national e-enabled supply chains (Iyer, 

Germain, Frankwick, 2004), enterprise resource planning (Burn and Ash, 2005) and 

multi-lingual web sites (Tiessen, 2004) have begun to be explored. However, less 

attention has been given to the question of what makes industrial firms in other 

countries ready or not for eB2B relationships, and what will make these relationships 

work best. 
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A number of authors have begun to explore the barriers to trans-national e-commerce 

relationships (e.g. Eid, Trueman, and Ahmed, 2002). A range of objective, technical 

issues such as network-infrastructure and computer literacy have become apparent 

(cf. Reddy and Iyer, 2002), as well as a number of subjective factors, such as culture 

(Yap, Das, Burbridge, Cort, 2006)) and trust (Olson and Olsen, 200; Aljifri, Pons, and 

Collin, 2003). 

Several institutions have tried to capture countries’ amenability or readiness for e-

commerce relationships, including the International Trade Forum and the Economist 

Intelligence Unit (cf. Rao, 2003). However these indicators tend to focus on national 

level objective measures. Likewise, the data tends to be merely descriptive, and 

doesn’t always offer the insights that particular B2B marketers in a particular nation 

might desire about potential partners in other countries. Before international B2B 

marketers can understand a potential relationship partner in another country, they 

need to have a good basic comprehension of the country itself, with regard to issues 

ranging from technological readiness to national culture. Put simply, before a B2B 

marketer can judge a potential partner’s readiness for an e-relationship, they need to 

have a good grasp of the partner’s country’s e-readiness.

In this paper we address the important issue of inter-national e-business relationships. 

Specifically we empirically explore the interconnection between national e-readiness 

and cultural values, and address whether cultural values impact a nation’s readiness 

to engage in e-business. Drawing upon a number of large international surveys we 

link individual-level, subjective values with national-level, objective e-business 

infrastructure. Our findings indicate an interesting link between cultural values and a 

84



nation’s readiness for e-B2B. From these results we develop managerial 

recommendations and extrapolate research opportunities.

Research Questions 

We address two important research questions in this paper. First, we consider the role 

that cultural values play in the development of trans-national e-business. Second, we 

speculate on the role of corruption in a particular society, and how it either helps or 

hinders the development of trans-national e-business. From the very earliest days of 

international business as a subject discipline, scholars have been interested in cultural 

differences (e.g. Joynt and Warner, 1985), and how they impact on both the ways 

firms are managed, and in which customers behave. However, less attention has been 

given to how a nation’s culture influences the development of e-business in that 

country, and what that in turn means to traders from other nations who desire to do 

business with it. 

e-Commerce, and eB2B in particular, is strongly predicated on trust. The rejoinder 

might well be, so is all business, but the unique natures of e-business (trading with 

someone usually unseen, at a potentially unknown destination) really does emphasize 

the importance of trust. This is particularly true in the case of eB2B, for unlike eB2C, 

where consumers might purchase a book, or a shirt or a bottle of wine from an 

unknown vendor, B2B trades are usually much larger in value, and rely on long-term 

relationships if they are to succeed. Where corruption exists, trust is a problem. 

Unfortunately, different nations and cultures have different views on corruption – 

what is viewed as corrupt in one culture might simply be viewed as a way of doing 

business in another (Khatri, Tsang, and Begley, 2006; Sanyal, 2005; Park, 2003). 

This means that the establishment of eB2B relationships with partners in other 

countries is impacted on severely by the levels of corruption in them. Indeed, in all 
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likelihood, a readiness for e-relationships (impacted by culture) is therefore not 

simply a function of the technological readiness of the target nation, but is 

compounded by corruption (which is also, in turn, impacted by culture).  

Accordingly, the variables, or constructs that we focus on are e-readiness, culture, 

values, and, trust and corruption. These are now discussed in turn. 

Constructs:

eReadiness 

The construct of e-readiness is defined as a country’s ability to promote and support 

digital business and information and communications technology (ICT) services; thus 

a nation’s e-readiness is in practice a measure of its e-business environment, a 

collection of category indicators of how amenable a country is to Internet-based 

opportunities (Economist, 2006). Each year the Economist Intelligence Unit in co-

operation with IBM’s Institute for Business Value publishes a white paper which 

ranks the e-readiness of the world’s nations (Economist Intelligence Unit, 2006); this 

report serves as a source of data for our research. 
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Specifically, e-readiness is defined as a weighted function of six categories: 

E-Readiness = fn {.25(Connectivity and technology infrastructure), .20(Business 

environment), .20(Consumer and business adoption), .15(Legal 

and policy environment), .15(Social and cultural environment), 

.05(Supporting e-services)} 

Connectivity and technology infrastructure include such penetration factors as 

narrow, broadband, PC and mobile-phone penetration, as well as internet 

affordability and security. The business environment comprises a series of indicators 

including strength of the economy, political stability, the regulatory environment, 

taxation, competition policy, the labor market, the quality of infrastructure, and 

openness to trade and investment. The consumer and business adoption category 

consists of national spending on information and communications technology as a 

proportion of GDP, the level of e-business development, the degree of online 

commerce, the quality of logistics and delivery systems and the availability of 

corporate finance. The legal and policy environment comprises factors such as overall 

political environment,  policy toward private property,  government vision regarding 

digital-age advances,  government financial support of Internet infrastructure 

projects, effectiveness of the traditional legal framework,  laws covering the Internet,  

level of censorship, and ease of registering a new business. The social and cultural 

environment consists of educational level, internet/web literacy, degree of 

entrepreneurship, technical skills of the workforce, and degree of innovation. Finally 

supporting e-services comprises availability of e-business consulting and technical 

support services, availability of back-office support, and industry-wide standards for 

platforms and programming languages. (Economist, 2006).  
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A summary of the e-readiness data (the top 10, the middle 10 and the bottom ten 

countries ranked according to e-readiness) is provided in Table 1. 

Table 1: Sample of the E-readiness Data from the Economist Intelligence Unit, 2006* 

Country Connectivity
Business
environment Adoption Legal/policy 

Socio-
cultural

Supporting
eservices Total

weight 0.25 0.20 0.20 0.15 0.15 0.05 1.00 

DENMARK 8.70 8.77 9.45 8.70 9.40 9.25 9.00 

US 7.85 8.59 10.00 8.77 9.20 10.00 8.88 

SWITZERLAND 8.50 8.56 9.45 8.24 9.20 10.00 8.51 

SWEDEN 8.00 8.36 9.55 8.58 9.40 9.25 8.74 

UK 7.90 8.57 10.00 8.42 8.20 9.25 8.64 

NETHERLANDS 8.20 8.57 9.05 8.46 8.60 9.25 8.60 

FINLAND 7.80 8.59 9.25 8.52 8.60 9.25 8.55 

AUSTRALIA 7.80 8.27 8.65 9.05 9.00 9.25 8.50 

CANADA 7.75 8.75 8.65 8.70 7.80 9.50 8.37 

HONG KONG 8.10 8.58 9.20 9.23 6.40 8.75 8.36 

UAE 5.00 7.68 5.85 6.97 6.20 7.25 6.32 

CHILE 4.15 7.94 5.95 7.66 6.00 6.50 6.19 

CZECH REP 4.90 7.39 6.00 6.84 5.60 7.50 6.14 

HUNGARY 4.80 7.34 5.85 6.86 6.00 7.50 6.14 

POLAND 4.30 7.28 5.05 6.46 5.80 7.50 5.76 

S.AFRICA 2.70 6.85 6.50 7.48 6.00 7.50 5.74 

SLOVAKIA 4.05 7.35 4.50 6.38 6.40 7.00 5.65 

MALAYSIA 4.45 7.21 5.85 5.95 4.80 5.25 5.60 

LITHUANIA 4.65 7.28 3.85 5.99 5.40 7.00 5.45 

LATVIA 3.95 7.21 3.85 6.09 5.60 7.00 5.30 

SRI LANKA 1.55 6.13 2.95 4.96 4.20 3.50 3.75 

NIGERIA 1.15 6.13 2.95 4.94 5.00 4.50 3.69 

UKRAINE 2.50 5.46 1.85 3.85 4.80 4.75 3.62 

INDONESIA 1.70 6.41 2.80 3.24 3.00 3.75 3.39 

ALGERIA 2.35 5.36 2.35 3.42 3.60 2.75 3.32 

KAZAKHSTAN 2.10 5.37 1.95 3.42 3.60 3.50 3.22 
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IRAN 2.70 4.37 2.05 2.49 4.00 3.25 3.15 

VIETNAM 1.60 5.68 2.00 3.56 3.40 2.75 3.12 

PAKISTAN 1.50 5.12 1.95 3.90 3.20 3.50 3.03 

AZERBAIJAN 1.85 5.54 1.80 2.68 2.80 3.25 2.92 

* A comprehensive list of e-Readiness data can be found via the Economist Intelligence Unit. 

Culture

The concept of culture has its roots in anthropology and can be traced back to the late 

nineteenth century (e.g. Taylor 1871). Since its inception, initially in the field of 

anthropology and subsequently in sociology, the meaning and definition of the term 

‘culture' has been emotively disputed. Suffice it to say that there are multiple 

conceptions of culture (Smircich 1983) and consequently multiple definitions. On one 

hand, culture is viewed as something a society has, whilst on the other, it is 

something that a society is. In this paper we draw upon the work of Eckstein (1988) 

to define culture as “orientaitons to action,” or “general dispositions to act in certain 

ways in sets of situations.” People acquire such orientations through socialization; 

where they learn about social norms and expectations regarding acceptable behavior 

(Eckstein, 1988: 790-91). Here we look at two aspects of culture: individual values 

and trust and corruption. 

Values

Values are ideals that guide or qualify an individual’s personal conduct, interaction 

with others, and involvement. Similar to morals, they permit individuals to 

distinguish what is right from what is wrong and inform them on how to conduct 

themselves in a meaningful way. Obviously, values are at the heart of culture, and so 

when we say that “cultures differ”, we are as much saying that cultures differ because 

cultural values differ. What is “valued” by one culture, might not be esteemed by 

another.
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Our perspective on cultural values is based in the work of Inglehart (1990; 1997; 

2000; Inglehart and Long, 2002), and specifically the World Values Survey. He 

distinguishes two key dimensions with regard to values: Traditional/ Secular-rational 

and Survival/Self-expression values.

Much of the recent focus of Inglehart’s work has been on the World Values Survey 

(http://www.worldvaluessurvey.org/), a project which coordinates a large 

international network of social scientists, and that studies values across the world’s 

nations. The first major dimension of cross-cultural variation revealed in the World 

Values Survey is the traditional vs. secular-rational dichotomy. This axis reflects 

amongst other things the relative importance of religion in a society. Traditional 

societies emphasize religion, the importance of the family, deference to authority, 

absolute standards and traditional values. In contrast secular-rational societies value 

secularism, and are more accepting of phenomena such as divorce, abortion, 

euthanasia, and suicide. Traditional societies tend to exhibit high levels of national 

pride while secular-rational societies tend to be weary of nationalistic fervor (WVS, 

2005).

The second major dimension of cross-cultural variation in the World Values Survey 

is the survival vs. self-expression dichotomy. This axis corresponds to the transition 

from industrial societies to post-industrial societies. In the former, physical security 

and economic accumulation are emphasized and valued. In contrast in post-industrial 

societies physical and economic security tend to be taken for granted, and are 

replaced with an emphasis on subjective well-being, self-expression and quality of 

life (Inglehart and Baker, 2000) 
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Figure 1 is a plot of nations on the two values axes. It is interesting to note that clear 

clusters emerge along regional and religious lines. The plot is reproduced from 

Inglehart, and Long (2002).

Figure 1: The Inglehart Values Map 
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We chose the World Values Survey over other perspectives on culture (e.g. Hall, 

1959; Hofstede 1980) for a number of reasons. First, it is by far the largest database 

of cultural values avalible and the only survey that has current data for the majority of 

countries in the world. Second, the World Values Survey adopted a strongly 

decentralized structure to generate value items: academic representatives from new 

countries joined in a quasi-democratic network adding items relevant to their culture. 

In sharp contrast Hofstede (1980) developed all value items himself and used 

respondents from only one company – IBM; Finally, Hall (1959) employed his 

personal observations as an anthropologist to develop his cultural dimensions. 

Corruption

Corruption, derived from the Latin corrumpere to destroy, mar, or break, is defined 

as the “perversion of a person’s integrity in the performance of (esp. official or 

public) duty or work by bribery, extortion, favor etc.” (OED, 1998); it engenders a 

loss of social integrity and promotes mistrust between social actors. In contrast, trust 

can be defined as “the willingness of a party to be vulnerable to the actions of another 

party based on the expectation that the other will perform a particular action 

important to the trustor, irrespective of the ability to monitor or control that other 

party.” (Mayer, Davis and Schoorman, 1995). Trust is essentially a mutual perception 

of integrity on the part of social actors. Corruption, on the other hand, is the violation 

of trust, and its core meaning is centered on injustice (Génaux, 2004). Social trust and 

corruption are often conceived as existing in an inverse relationship to one another 

(Fukuyama, 1995). 

To measure corruption, we draw upon the work of Transparency International, who 

have for a number of years published a “Corruption Perceptions Index” (CPI) 

(Transparency International., 2006). The CPI is essentially a “poll of polls” derived 
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from multiple sources: the general public, resident and non-resident business people, 

and country experts. Countries are scored on a 0 to 10 scale, where the least corrupt 

countries have the highest scores, and the most corrupt the lowest scores. Table 2 is a 

sample of the ratings list of Transparency International, showing the 10 least corrupt 

and the most corrupt countries for 2005. 

Table 2: Corruption Around the Globe (Transparency International, 2005) * 

Country
rank

Country 2005
CPI
score**

Confidence 
range***  

1 Iceland 9.7  9.5 - 9.7  

2 Finland 9.6  9.5 - 9.7  

New Zealand 9.6  9.5 - 9.7  

4 Denmark  9.5  9.3 - 9.6  

5 Singapore 9.4  9.3 - 9.5  

6 Sweden  9.2  9.0 - 9.3  

7 Switzerland 9.1  8.9 - 9.2  

8 Norway 8.9  8.5 - 9.1  

9  Australia 8.8  8.4 - 9.1  

10 Austria 8.7  8.4 - 9.0  

144 Congo, DR 2.1  1.8 - 2.3  

Kenya  2.1  1.8 - 2.4  

Pakistan 2.1  1.7 - 2.6  

Paraguay  2.1  1.9 - 2.3  

Somalia 2.1  1.6 - 2.2  

Sudan 2.1  1.9 - 2.2  

Tajikistan 2.1  1.9 - 2.4  

151 Angola  2.0  1.8 - 2.1  

152 Cote d'Ivoire  1.9  1.7 - 2.1  

Guinea  1.9  1.6 - 2.1  

Nigeria 1.9  1.7 - 2.0  

155  Haiti 1.8  1.5 - 2.1  

Myanmar 1.8  1.7 - 2.0  

Turkmenistan 1.8  1.7 - 2.0  

158 Bangladesh  1.7  1.4 - 2.0  

Chad  1.7  1.3 - 2.1  
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* A comprehensive list of corruption scores by country can be found at 
http://www.transparency.org/policy_research/surveys_indices/cpi/2005
** CPI Score relates to perceptions of the degree of corruption as seen by business people and country 
analysts and ranges between 10 (highly clean) and 0 (highly corrupt). 
*** Confidence range provides a range of possible values of the CPI score. This reflects how a 
country's score may vary, depending on measurement precision. Nominally, with 5 percent probability 
the score is above this range and with another 5 percent it is below. However, particularly when only 
few sources (n) are available an unbiased estimate of the mean coverage probability is lower than the 
nominal value of 90%. 

In summary then, we are suggesting that the choice of a country in which to do 

business for an eB2B marketer will be determined by three factors, namely, (a) that 

country’s e-readiness, which will determine the ease with which a business 

relationship can be conducted; (b), that country’s values, for values need to be 

understood as a fundamental facet of culture; and (c), the level of corruption in that 

country, for it is far easier to manage an e-relationship in an atmosphere of trust than 

one where one player doubts the integrity of the other. While e-readiness might at 

first glance appear to be merely a technological issue, we propose that it is as much a 

facet of cultural values and attitudes towards corruption. In that sense, we 

hypothesize a strong and significant causal relationship between cultural values and 

corruption on the one hand, and a nation’s e-readiness on the other. 

RESULTS 

The data for the predictor values in our study consisted of the most recent data on 

world values, broken down by country, from the World Values Survey (from 

http://www.worldvaluessurvey.org/), and the Transparency International Global 

Coalition Against Corruption’s most recent data on corruption, also broken down by 

country (from http://www.transparency.org/). The data for the criterion variable were 

the 2006 e-readiness data from the Economist Intelligence Unit (Economist 

Intelligence Unit, 2006). To test our hypotheses we analyzed the data using ordinary-

least squares multiple regression. The results are summarized in Table 3.  
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Table 3: Regression Model: Value Dimensions and Corruption on e-Readiness 

Model Summary 
Model R R2 Adjusted R2 Std. Error of the Estimate 

1 .877 (a) .769 .757 1.07787

(a) Predictors: (Constant), Corruption Index, TradSecVal, SrvSExprsVal 

Model Sum of Squares Df Mean Square F Significance

1 Regression 224.551 3 74.850 64.426 .000(a)

Residual 67.385 58 1.162

Total 291.935 81

a. Predictors: (Constant), Corruption Index, TradSecVal, SrvSExprsVal 
b. Dependent Variable: Total e-Readiness 

Coefficients(a) 

Model

Unstandardized 

Coefficients 

Standardized 

Coefficients 

B Std. Error Beta T Significance

1 (Constant) 4.426 .637 6.945 .000

SrvSExprsVal .581 .249 .265 2.330 .023

TradSecVal .465 .180 .228 2.576 .013

Corruption

In

de

x

.433 .121 .497 3.579 .001

a. Dependent Variable: Total e-Readiness 
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As can be observed, the model yielded an adjusted R2 of .76, and thus over three 

quarters of the variance in a country’s e-Readiness can be explained by its individual 

values and propensity toward corruption. The survival vs self-expression values 

dimensions of the World Values Survey had a significant impact on e-Readiness (t = 

2.33, p < .05), as had the traditional vs. secular-rational values dimension of the 

Survey (t = 2.58, p < .05). The perceived corruption index also has a significant 

impact on e-Readiness (t = 3.58, p < .05). From the standardized beta coefficients, we 

can deduce that corruption has the greatest impact on e-Readiness, followed by the 

survival vs. self-expression values dimension, and then the traditional vs. secular-

rational values dimension. However taken together the two values dimensions had a 

greater combined impact on e-Readiness than corruption.

Finally, predicted total e-readiness is given by: 

e-Readiness = (0.58 * Survival vs. Self-expression) + (0.46 * Traditional vs. Secular) 

+ (0.433 * Corruption) 4.43. 

A visual plot of the regression model’s predicted e-Readiness vs. actual e-Readiness 

for each of the 62 countries we included in our analysis is provided in Figure 2. 

96



Figure 2: Plot of the model’s predicted e-Readiness vs. actual 

DISCUSSION 

One potential criticism of the research design is that the endogenous and exogenous 

variables are conflated. However, closer inspection reveals that the eReadiness 

construct is exclusively comprised of objective, country-level statistics and do not 

measure subjective values which constitute culture and corruption. However, there 

are limitations to the work presented here. For example, the data used in the research 

is aggregate-level data which generalizes about a particular country. B2B marketers 

will find that many of their relationship partners in other lands are exceptions to these 

broad rules. The data is also taken at a point in time, and while we have used very 
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recent data, situations can change rapidly, particularly in the area of e-readiness. We 

are also using data that was not collected for our specific purpose – we had no control 

over its collection, and while we believe that the collection procedures were sound, 

we cannot vouch for them. 

We proposed a relationship between cultural values and objective country-level 

readiness to engage in trans-national B2B e-commerce. Using measures from the 

World Values Survey and Corruption Perception Index and the Economist e-

Readiness survey we found a very strong link. Specifically, a nation’s e-readiness 

appears to be strongly influenced by the cultural values held by its citizens. First, a 

lack of inter-personal and inter-institutional trust, as manifested in corrupt behavior 

acts as a severe crimp on the development of reliable e-business practice. Simply, the 

lack of trust in a society not only hampers a nation’s e-readiness but also severely 

corrodes e-business, whilst in contrast the absence of corruption significantly 

enhances the development of e-commerce. From this we might speculate that is not 

sufficient to have the technical infrastructure and training in place for international e-

commerce to flourish. Technical infrastructure is a necessary but not sufficient 

condition; nations need to pay attention to the soft aspect of e-business as well as the 

hard, technical aspects. 

Second, perhaps unsurprisingly, the development of e-commerce is related to a 

country's progression from survival values to those of self-expression. This parallels 

the shift from early-industrial society to the post-industrial society, and is clearly 

partly related to economic development. Nations need a critical level of economic 

and social development before they not only can afford, but will be motivated to 

build the infrastructure needed for e-commerce. We might hypothesize that this 
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economic barrier is likely to decline sharply in the coming decades, as the cost of 

technological infrastructure falls. 

Third, the development of a nation’s readiness to engage in international e-commerce 

is related to the development of secular –rational values. Anti-liberal values seem to 

hamper a nation’s e-readiness. One might surmise that this is partly because of the 

fact that nations with traditional values tend to be highly nationalist and relatively 

insular; this obviously mitigates the openness and global nature of e-commerce.

It is revealing to note that it is often only one variable that's seems to be affected by 

this in the e-readiness mix. For example, when one considers the e-readiness of South 

Africa (a total score of 5.74 out of 10 in Table 1), it is obvious that the nation’s real 

problem is that of connectedness (where it scores a dismal 2.70). Despite scoring well 

on such factors as Legal Policy and Supporting Services, the country’s poor 

connectedness, which is also highly weighted, drags it down to an overall level of e-

readiness that places it only in the middle of the competitive field. The Economist 

Intelligence Unit white paper (2006, p. 17-18) lays the blame squarely at the feet of 

an ineffective telecoms liberalization effort which condones one of the world's last 

effective fixed-line monopolies. This in turn is the result of the current government’s 

political agenda – its dependence on and alliance with the trade union movement has 

hamstrung its efforts to privatize and liberalize telecommunications. Undoubtedly this 

has had an effect not only on e-business within the country, but on the decisions of 

B2B marketers in other parts of the world on whether to seek e-relationships there or 

not.

So what lessons do these findings have for managers considering developing trans-

national B2B e-relationships? First, they should not be swayed merely by the 
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technology – the level of corruption within a society can severely retard the efficacy 

of trans-national e-commerce. Second, culture has a significant impact on a country’s 

ability to engage in international e-commerce. Moreover as culture changes more 

slowly than technology, the soft values in a society may be an even better predictor of 

the success of an eB2B relationship then the hard infrastructure. 

A number of possible future research avenues flow from this work. We hope that our 

work emphasizes the fact that there are considerable analytical opportunities that 

exist in the exploration of publicly available data. When data from various credible 

and independent sources can be combined, and then analyzed, this provides 

opportunities for B2B scholars and insights for practitioners. The data and the 

analysis also provide a strong backdrop to a more detailed case analysis of a 

particular country. For example, if our regression equation were used to calculate the 

e-readiness of a particular country, the impact of changing values and corruption 

levels could then be used to predict how e-readiness might change in the future, and 

whether the climate for these types of changes are currently in place. Obviously, this 

type of research is amenable to longitudinal extension – by tracking changes in the 

key variables over time, scholars will be able to map the effects of these, not only on 

e–readiness but on a host of other variables of interest. Finally, future research might 

include a range of developmental control variables, such as climate and GDP, to more 

exactly partition out the impact that values have on eReadiness. 
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MUSIC’S MANUMISSION: 

STRATEGIES FOR THE MUSIC INDUSTRY IN A DIGITAL ERA 

Abstract

The digitization of music is proving to be a disruptive innovation of titanic 

proportions: the global music industry is in revolution. For the first time musicians 

have the ability to market and distribute their music directly to the end consumer. At 

a keystroke, the virtual stranglehold enjoyed by the traditional music industry players 

has been swept away, and they are increasingly seen for what they really are - 

middlemen who provide neither an individually tailored personal experience, nor one 

that is fast, efficient and cost effective. Introducing ideas from service simultaneity, 

and dramaturgy, this article provides a simple but powerful model for the 

conceptualization and redesign for players in the music industry. It is argued that 

those that are successful will be those that focus either on standardization of activities 

in a back office environment (a “music factory”), or high customization of activities 

in a front office environment (a “music theatre”). Those who cling to the outdated 

model so long enjoyed by the major players in the music industry are doomed to 

obsolescence. While the lessons are specific to the music industry, there are broader 

implications for many other kinds of firms as well. 
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MUSIC’S MANUMISSION: 

STRATEGIES FOR THE MUSIC INDUSTRY IN A DIGITAL ERA 

“This last stat I want to share with you blew my mind. In the US, of all the music 
releases in 2006, 32 percent were digital only releases. They were not released on a 
CD. Wow. Look how far we’ve come: A third of the music released in this country 
was not on a CD. So that gives you a feeling for how far we’ve coming in the last 5 
years in the digital music revolution.” 

(Steve Jobs, MacWorld, September 5, 2007) 

Introduction 
Once upon at time, not so very long ago, information was enshrined in physical 

objects. Thus music was inextricably linked to its physical medium – be it vinyl or 

tape. Consequently music was marketed and sold like any other product. However, 

with the transition from analog to digital, coupled with the rise of fast-processing and 

distributed networks, music has been essentially uncoupled from the physical 

medium: music has become disembodied. As Steve Jobs observes, in a matter of only 

five years digital-only music has come to claim over 30% of new music market. The 

increasingly frantic and rapacious attempts by intellectual property holders to hold on 

to the physical “property” metaphor are the stuff of daily headlines and attest to the 

fact that the music industry has been hit by a veritable tsunami of disruptive digital 

innovation – one in which old models and paradigms of business are becoming 

increasingly untenable. Given the discontinuity between the physical and the digital, 

a key question is: If music can no longer be treated as a physical product how should 

it be viewed? This paper argues that a dramaturgical (cf. Goffman, 1999), service
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perspective (cf Vargo and Lusch 2004) sheds valuable light how the music industry 

might reconfigure itself in the line with the digital discontinuity. 

Discontinuous innovation 

The strategy and new product literatures tend to differentiate innovation and change 

into two types, variously designated: continuous vs. discontinuous; incremental vs. 

radical; and sustain vs. disruptive (Garcia and Calantone, 2002). Christensen (1997) 

argues that sustaining innovations tend to improve the performance of established 

market offerings, and are thus embraced, championed or developed by incumbent 

firms. In contract, discontinuous innovations bring to market new types of offerings 

that typically undermine the business models of the dominant market players. Indeed 

disruptive innovations are typically introduced into the market by outsiders, and the 

dominant players actively work to discredit and resist them (Christensen and 

Overdof, 2000; Christensen and Raynor, 2003). 

Clearly, the music industry is faced with a discontinuous or disruptive innovation in 

the rise of digital networks. Tellingly the digitization of music was championed by 

industry outsiders, initially by illegal file sharing sites such as Napster, and more 

recently by the legal service offered by iTunes. Throughout the last five years this 

process has been vociferously resisted by the big music labels, using every tactic 

available from withholding content from iTunes to peppering the population of music 

consumers with law suits. The recent financial woes of the music industry suggest 

that their rear guard action to maintain the traditional physicality of music has failed 

(Sandell, 2007). The economics of the traditional physical music industry are in 

disarray – can a service perspective offer a reconceptualization? 
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Services 

Services are different: broadly defined in economics as the no-material equivalent of 

a product, they are generally intangible, perishable and heterogeneous. In terms of 

service strategy, it is firms and organizations at the extremes of spectrums that get the 

most attention. The sheer efficiency of fast food outlets like McDonalds and Prêt-a-

Manger are held up as marvels of modern service production, while great dining 

establishments such as Gordon Ramsey in London or Heston Blumenthal’s ‘Fat 

Duck’ (where such dishes as egg and bacon ice cream or snail porridge are served) 

command the attention of the world’s top  restaurant critics. 

Organizations in the middle are generally in trouble – neither offering a high value 

customized service nor an efficient, cost effective one. Marketing experts might argue 

that this is because they are “poorly positioned” (Ries and Trout, 1982) but this is an 

oversimplification. In many cases the problem won’t be fixed by clever advertising or 

promotions, or anything as straightforward as a paint job for the building or new 

uniforms for the staff. The admired organizations at the end of their spectrums apply 

more than simple positioning as something “done to the mind of the customer” (Ries 

and Trout’s (1982) definition of positioning). They do much more to the processes 

that they use to deliver want satisfaction to the market, and are especially adept at 

streamlining processes in ways that deliver value to customers. 

This paper shows how some simple principles from operations management, services 

marketing, and the theatre can be applied to the music industry in order to position it 

at one or the other end of a spectrum. It begins by noting two seemingly disparate 
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observations from sociology on the one hand and the services marketing literature on 

the other. These observations then permit the construction of a simple matrix that 

facilitates a classification of the everyday activities that occur in the music business. 

It then shows how these activities can be compressed in a way that allows one of two 

business models to emerge – very different, but very viable models. Our conclusion 

speculates on what this type of thinking will hold for the music industry, raises some 

caveats, and suggests next steps to follow. While the observations are specific to the 

music industry, they are generalizable to many other kinds of firms and markets.  

Front Stage and Back Stage 
The sociologist Erving Goffman (1999) argued that as individuals we are torn 

between the desire to act spontaneously and the need to follow social expectations. 

He contends that individual attempts to follow social expectations are best understood 

as dramatic, or theatrical, performances (what has subsequently been referred to as 

dramaturgy). In these performances individuals endeavor to persuade others that they 

are indeed consistent and stable people who play their social roles well. Extending the 

dramaturgical metaphor further, Goffman reasons that the social world is composed 

of front stages, back stages, and regions outside of either the front or back stage 

(often termed ‘offstage’). The front stage is the social region where fixed and socially 

recognizable performances unfold. The back stage includes spaces where performers 

are not observed by their audience and, as such, performers can reveal facts and 

engage in actions that might otherwise undermine the integrity of a front-stage 

performance. Examples in a music business include: The musician performs at a 

concert, or attends a ‘meet and greet’ event (front stage); the musician writes a song 

in his bathroom or in the recording studio (back stage, and so unobserved by an 

audience); the music fan finds himself sitting next to the musician on an airplane 

(offstage). 
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The dramaturgical perspective has gained much attention in the management 

literature (Clark and Mangham, 2004; Haahti, 2003; Gardner, 1992; Ritti and Silver, 

1986) and in the services marketing literature in particular (Grove, Fisk and LaForge, 

2004; Grove, Fisk and John, 2003; Grove and Fisk, 1997). Both researchers and 

practitioners alike are concerned by the fact that employees in service settings play in 

a very real sense as performers in a drama, and that many dimensions of this 

interaction can impact on the level of service the customer receives and the 

satisfaction they express. Hochschild (1983) suggested the term “emotional labor” to 

describe how employees in a service setting perform when they are required to “feel”, 

or at least project the appearance of feeling, particular emotions as they engage in job 

related interactions. Musicians at a concert may feel and show enjoyment and 

enthusiasm, but are indeed expected to demonstrate that they feel enjoyment and 

enthusiasm. This emotional labor can produce stress in the individual who is expected 

to perform it (especially where the feelings aren’t necessarily genuine, and are only 

“acted”. 

From an organizational perspective, it is probably simpler to reduce Goffman’s2

notions of front stage and back stage to what may be termed “front office” and “back 

office” as these terminologies are commonly used in the everyday language of many 

organizations (e.g. “From Back Office to Front Office”) (e.g. Accenture, 2007). Front

office activities may be defined as those activities in an organization that happen in 

front of the customer, the customer sees and is aware of their occurrence. Back office

activities are activities that have to occur in an organization if customers are to 

receive service, but they do not happen in front of the customer and are not seen by 
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them when they are performed. The importance of the front office-back office 

dichotomy to the design of the music business will be addressed shortly. 

Service Simultaneity and Customization 

It has been noted that services differ from physical goods in that they possess certain 

characteristics that physical goods do not (Berry, 1980). Services are intangible, 

generally heterogeneous (their quality varies depending on who produces them), they 

are perishable (the minute the capacity to produce them is not used, it perishes), and 

they are simultaneously produced and consumed (Berthon, Pitt, Katsikeas and 

Berthon, 1999. Whereas the first three characteristics of services generally create 

problems for services marketers that goods vendors don’t experience, simultaneity 

gives rise to enormous opportunities. For a service to be produced and consumed, it 

means that both parties to the performance need to be present. The single greatest 

opportunity created by service simultaneity is customization. 

To customize is to provide, make or alter to individual or personal specifications. 

This is much easier to do for service providers than it is for goods producers, because 

the customization can be done in real time, and in consultation with the customer. For 

example, a hairdresser can ask the customer whether they like the style, whether they 

want a bit more hair cut off, or whether they want it a bit longer on the sides. On the 

other hand for most goods, customization implies long waits and high costs. The 

implications for the music business will be addressed shortly. 
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Front Office, Back Office and Service Customization 
In the service operations management literature, Schmenner (1986) uses two 

dimensions to create a matrix that can be used to classify service firms and their 

activities. The first dimension is that of labor intensity - the ratio of labor cost 

incurred to the value of the plant and equipment. Thus an orchestra would be a labor 

intensive business, while a trucking firm would not be. The second dimension is the 

spectrum of customization, which of course can range from high (every customer has 

the service customized to their requirements) to low (everyone gets the same). He 

then argues that successful service firms tend to move toward a diagonal and that the 

answer is either to be a low customizer in the case of low labor intensity firms or a 

high customizer where labor intensity is high. Southwest Airlines is a good example 

of a low labor intensity-low customization operation, and a top management 

consulting firm such as McKinsey’s would be a good example of a high labor 

intensity-high customization operation. 

This paper advances Schmenner’s (1986) model. It argues that by replacing the labor 

intensity dimension with the notions of front- and back office, and maintaining the 

spectrum of customization enables the construction of a matrix that gives even greater 

insights into the conceptualization of (service) firms. The paper uses this matrix in the 

case of a (traditional record company) to mentally visualize what models (categories 

of music management) emerge when we follow Schmenner’s advice and move 

toward the diagonal. The simple matrix constructed from the two dimensions of front 

and back office, and customization is illustrated in Figure 1 below. It also identifies 

some of the activities in a typical (record company) that might resort under the four 

quadrants in the matrix. These are not exhaustive, but serve merely as illustration.
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Figure 1: The Front- Back Office – Service Customization Matrix for the Music 
Industry
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The next important question is to ask is in which quadrant have record companies 

traditionally generated their profits? The answer of course is the Front office/Low 

customization quadrant; it is from radio play that the company receives royalty 

payments, and it is in the record stores that they receive payment for the (physical) 

product. However all this has changed, with the digitization of music has come the 

uncoupling of the music from its physical medium, customers no longer have to go to 

the record stores to get the record or CD, now music can be distributed via the 

internet and stored on any digital device - whether it be a computer, mobile phone, or 
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gaming console. To add insult to injury an infinite amount of copies can be made 

with no loss in sound quality from the source copy. All this has caused a big 

headache for the traditional record companies. Recently it was announced that EMI 

has decided to remove copy protection from its songs, a move seen by some as 

mature and far sighted and by others as outright lunacy. So the question still remains: 

How do players in the music industry make money after this revolution? 

The answer, it is suggested, is that players in the music industry should concentrate 

their activities in one of two quadrants: The Low Customization/ Back Office or the 

High Customization/Front Office (Figure 2) Quite simply it is a case of Autonomize, 

Customize, or die. 

Moving toward the Low Customization/Back Office 

Let us start with (where the record companies traditionally made their money) - the 

music stores and radio play. What would happen if these activities were moved to the 

Low Customized/Back Office? The emergence of the online music stores gives 

answer to this – iTunes being the most successful example. In keeping with the 

digitization of music has come the digitization of the shop environment; gone is the 

shop assistant in the local store to be replaced by a computer program as intangible as 

the musical product it is dispensing. Radio stations too are becoming automated and 

moving to the back office. Now instead of listening to what ever the traditional radio 

DJ has on his play list, you can create a play list of your own. Pandora.com is one of 

the growing numbers of such sites. On it the listener can choose his/her favorite artist 

– say James Blunt, and the automated program will create James Blunt Radio and 

play songs, taking as its cue the parameters set by James Blunt’s musical style. And 

as if that isn’t enough you don’t have to listen to some disc jockey who is stupid 

enough to think you are interested in what he has to say! Offline, an increasing 
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number of radio stations, reacting to the new opportunities afforded by the internet 

are increasingly making their stations DJ free. 

How might activities in the High customization/Back office (quadrant) such as 

Composition, Rehearsals, and Recording become more automated? With difficulty 

you might say, and you may be right, but even here automated back office tools have 

emerged. The best known example is that of Fractualmusician.com. Fractualmusician 

is one of many powerful computer programs that will generate a piece of music for 

you compose according to the parameters you set. Rehearsals too are increasingly 

being moved toward the Low Customization/Back Office. Now - in emergency cases 

at least – there is no need to have a church full of singers, when you can have the 

vocal parts available online. 

Moving toward the High Customization/Front Office

Thus far this paper has concentrated on moving towards the Low customized/back 

office, the alternative, is for players in the music industry to move toward the highly 

customized/Front Office. Traditional radio stations might think of making their 

programs more interactive; encourage listeners to phone in and nominated/request a 

song or comment on the subject being discussed. Classic FM, a UK radio station, has 

a daily chart show where listeners phone in to nominate their favorite piece of music 

on the chart. There is also the steady rise of celebrity DJ’s, such as Bob Dylan or Phil 

Collins, where listeners are encouraged to phone in make a request and talk to 

someone they actually admire. The huge expansion of ‘Talk’ radio is an extension of 

this, where the music itself is no more than punctuation between the interactive 

elements of the show. Musicians have further customized and extended the reach of 

their music through virtualization. Instead of just listening to a song on the radio, it is 

now possible to broaden the (interactive) experience by attending a concert in 
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cyberspace. Good examples of this can be found in the virtual world of second life 

(secondlife.com) where bands such as Duran Duran, U2 and Suzanne Vega have 

performed. 

And how might Highly Customized/Back office activities (like Composition, 

Rehearsals, and recording) be moved to the Front office? In an attempt to catch up 

with the Myspace generation many artists have sought broaden the relationship with 

their fans and this has become a very active area. The Red Hot Chilli Peppers allow 

their fans to watch their rehearsals on line via webcam. In an attempt to cash in on the 

craze for online mixing (Singshot.com, Jamglue.com), Peter Gabriel recently 

announced a competition for the best remix of one of his songs. Then there is the 

phenomenon of Mash Ups; mash Ups are songs ‘mashed together’ to form one - very 

often infringing more than one copyright in the process. Many people encountered 

the concept of mashups for the first time with the release of the Grey Album, a 

melding of hip-hop artist Jay-Z's Black Album and the Beatles' White Album.  David 

Bowie cynically or otherwise has offered a car as a prize for a mash up of his songs – 

just as long as he gets to own the copyright! What is obvious is that with the relative 

leveling of the playing field players in the music industry are scrambling around 

desperately trying to add value to their product offering. 
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Figure 2: Moving toward the diagonal 
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Service Factories and Service Theatres 
The service factory record company model almost has more in common with a mass-

production goods producer than with a traditional professional service provider. All 

the positive language of a factory is appropriate here: mass production, low cost, 

efficiency, standardization; and of course some of the negative language as well – 

impersonal, routine, inflexible. The great benefit of the service factory is that it will 
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deliver consistent, dependable but standardized service at low cost. As such it will not 

suit all customers, but will appeal most to those who want simple solutions to 

reasonably simple problems easily, conveniently and affordably. I contend that there 

is a place in the market for this type of business model. 

At the other end of the spectrum is the music industry as service theatre, for indeed it 

is show business in its purest form. All the rhetoric of the theatre is appropriate here. 

Activities don’t just happen; they are scripted and staged. Employees are not merely 

recruited; they are cast, and are in any case performers or actors and not employees. 

Uniforms become costumes, and equipment becomes props. The environment is a set 

that is carefully and consciously designed to create the mood of the production. 

Undoubtedly the offerings of the service theatre will be more expensive, but to the 

market segment at which they are targeted they will be worth paying for. 

Conclusion: Putting Service Factory-Service Theatre into Practice 
To reiterate a point made at the beginning of this article, it is service firms at the ends 

of spectrums that get noticed. It is generally those in the in the middle that are at 

worst, in trouble, and at best, struggling to stand out in a competitive and dynamic 

environment. This is as true for the music industry as it is for, hotels, airlines, 

hospitals and hairdressers. Organizations “stuck in the middle” find it difficult to 

compete successfully and indeed to survive, because they end up trying to “do it all”. 

In doing so, they find themselves saddled with the costs of trying to provide good 

service levels in a personalized manner, while not succeeding in this endeavor 

enough to justify premium margins. 

It should be noted that being “stuck in the middle” of a spectrum and being in the 

middle of our adapted Schmenner diagonal are not the same thing: One is generally 
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difficult, the other need not be. Being stuck in the middle really means trying to do 

everything in all four of the quadrants of the Front- Back Office – Service 

Customization matrix. Players in the music industry that do this become blobs that 

flow in all directions and achieve little despite lots of hard work and effort and 

considerable spending. Successful organizations, while focusing on being either an 

efficient factory or a great theatre, will nevertheless utilize the thinking implied in the 

matrix, and shift activities where appropriate in a way that might cause their center of 

gravity to move toward the middle of the diagonal. 

A record company can use service factory – service theatre thinking as a tool to 

reconceptualize and redesign itself, indeed, to reinvent itself. A simple classification 

of as many activities that occur in the music industry as possible can be made using 

the matrix in Figure 1, for our simple listing is not exhaustive. Then simple “what 

if?” questions should be asked of each activity: What would it be like, in the case of 

low customized – front office activities, if we moved it from right to left, or from top 

to bottom? The same procedure can be conducted for high customized – back office 

activities. A pattern may emerge that sees movement towards one end of the spectrum 

or the other. The new business envisaged may be much more like a factory, or much 

more like a theatre. These are the opportunities. 

This paper does not argue that record companies in the “middle market” cannot 

survive and produce positive returns, or that they are bad business models. Rather, it 

is that in order to compete successfully, grow and increase revenues they must realize 

that middle of the road products and services in a wide range industries are being 

squeezed by premium- and no-frills offerings. There is good recent empirical 

evidence of this (Knudsen, Randel and Rugholm, 2005). The paper suggest that the 
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framework provides a mechanism for examining opportunities to break out of the 

“middle ground.” Of course the opportunities need to be evaluated in terms of a 

number of other factors, the most important of which will be the extent to which the 

proposed new business model will fit with the market the practice intends to serve, 

and the skills and personal aspirations of the principal or partners. The matrix is after 

all, just a tool and not a prescription for industry success. However, used wisely, it 

has the potential to uncover hitherto undreamed of opportunities in the music 

industry.

In conclusion, while this paper has focused on a specific industry, namely music, it 

should be apparent that similar forces are at work in a number of other similar 

industries. Two obvious ones that spring to mind are the movies, and publishing. The 

movie industry is moving rapidly from a business of selling “movies” (on film, 

cassette, DVD or in theaters) to digital video content (information in simple terms) 

which can be moved anywhere and viewed anywhere as well as on a host of devices. 

From a production perspective, while there is still a very significant market for 

“great” movies starring big name actors and produced by big name directors, it is 

perhaps not surprising that among the most successful productions of recent times 

have been cartoons such as Shrek, Finding Nemo and Ice Age, all of which have been 

“manufactured” in digital studios (following the service factory model. Publishing 

follows similar models – many successful fiction authors nowadays, including best 

seller writers such as James Patterson, accelerate the “production” of “airport fiction” 

(novels to be read on a long flight and then easily disposed of) by writing according 

to strict formulas, and using co-authors to speed up the creative process. I believe that 

other firms and industries can learn from these business models to anticipate the 
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changes that will occur and adapt to them. The frameworks presented in this article 

will hopefully assist in these endeavors.  

122



References 

Accenture 2007. From Back Office to Front Office. Available at 
http://www.accenture.com/xd/xd.asp?it=enweb&xd=industries%5Ccommunic
ations%5Caerospace%5Cinsights%5Cback_office.xml Accessed on March 
23rd.

Berry LL. 1980. Services marketing is different. Business, May-June: 24–30. 

Berthon P.R., Pitt LF, and Katsikeas C, Berthon J-P. 1999. Virtual services go 
international: international services in the marketspace. Journal of 
International Marketing, 7 (3): 84-105. 

Garcia, R. and Calantone, R. 2002. A critical look at technical innovation typology 
and innovativeness typology: a literature review, Journal of Product 
Innovation Management, 19: 110-32. 

Christensen, C.M. 1997. The Innovator’s Dilemma, Boston, MA: Harvard Business 
School Press. 

Christensen, C.M. and Overdorf, M. 2000. Meeting the challenge of disruptive 
change, Harvard Business Review, 78 (2): 6-77. 

Christensen, C.M. and Raynor, M.E. 2003. The Innovator’s Solution, Harvard 
Business School Press, Boston, MA. 

Clark T, and Mangham I. 2004. From dramaturgy to theatre as technology: The case 
of corporate theatre. Journal of Management Studies, 41 (1): 37- 59. 

Gardner WL. 1992. Lessons in organizational dramaturgy: The art of impression 
management. Organizational Dynamics, 21 (1): 33 -46. 

Goffman E. 1999. The Presentation of Self in Everyday Life. New York, NY: Peter 
Smith Pub Inc. 

Grove SJ, Fisk RP, and John J. 2003. The future of services marketing: forecasts from 
ten services experts. Journal of Services Marketing. 17 (2): 107 – 121. 

Grove SJ, Fisk RP, and Laforge M. 2004. Developing the impression management 
skills of the service worker: an application of Stanislavsky's principles in a 
services context. Service Industries Journal. 24 (2): 1- 14. 

Grove SJ, and Fisk RP. 1997. The impact of other customers on service experiences: 
A critical incident examination of "Getting Along". Journal of Retailing. 73 
(1): 63- 65. 

123

http://www.accenture.com/xd/xd.asp?it=enweb&xd=industries%5Ccommunic


Haahti A. 2003. Theory of relationship cultivation: A point of view to design of 
experience. Journal of Business & Management, 9 (3): 303-321. 

Hochschild A. 1983. The Managed Heart: Commercialization of Human Feeling.
Berkeley: University of California Press. 

Knudsen, T.R, Randel, A., and Rugholm, J. 2005. The vanishing middle market. The
McKinsey Quarterly, 4: 6 – 8. 

Ries A., and Trout, J. 1982. Positioning: The Battle for Your Mind. New York, NY: 
Warner Books. 

Ritti R. and Silver JH. 1986. Early Processes of institutionalization: The dramaturgy 
of exchange in interorganizational relations. Administrative Science 
Quarterly, 31 (1): 25- 39. 

Sandall, R. (2007) Off the Record. Prospect Magazine, 137 (August): 32 – 39. 

Schmenner RW. 1986. How can service businesses survive and prosper? Sloan
Management Review, 3: 21 – 32. 

Vargo, S. L. and Lusch, R. F. 2004. Evolving to a New Dominant Logic for 
Marketing, Journal of Marketing, 68 (1): 1-17. 

124



4.6 Article 5: From Service Factory to Service Theatre: Solving the Positioning 

Dilemma in Doctors’ Surgeries 

 “Service Factory to Service Theatre: Solving the Positioning Dilemma in Doctor’s 

Surgeries”

Journal of Medical Marketing 

Published

2007, Vol. 7 (1): 55 – 63 

Online: http://www.palgrave-journals.com/jmm/index.html

125

http://www.palgrave-journals.com/jmm/index.html


FROM SERVICE FACTORY TO SERVICE THEATRE: 

SOLVING THE POSITIONING DILEMMA IN DOCTOR’S SURGERIES 

Jean-Paul Berthon 
PhD Student 

Division of E-Commerce and Industrial Marketing 
Lulea University of Technology 

Lulea
Sweden

Email:epic@talktalk.net 

Melani Prinsloo 
PhD Student 

Division of E-Commerce and Industrial Marketing 
Lulea University of Technology 

Lulea
Sweden

Email: melani@gluemetric.com 

126

mailto:epic@talktalk.net
mailto:melani@gluemetric.com


FROM SERVICE FACTORY TO SERVICE THEATRE: 

SOLVING THE POSITIONING DILEMMA IN DOCTOR’S SURGERIES 

Abstract

Doctor’s surgeries are typically inefficient: They are generally stuck in the middle of 

the market, neither providing an individually tailored personal experience, nor one 

that is fast efficient and cost effective. Introducing ideas from service simultaneity, 

and dramaturgy (the theory and practice of dramatic composition) this article 

provides a simple but powerful model for the conceptualization and redesign of the 

doctor’s surgeries. We argue that doctor’s surgeries that are successful will be those 

that focus either on standardization of activities in a back office environment (Service 

Factory), or high customization of activities in a front office environment (Service 

Theatre). Those that attempt to do everything will succeed in doing nothing well. 
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Introduction 
It is firms and organizations at the extremes of spectrums that get the most attention. 

The sheer efficiency of fast food outlets like McDonalds and Prêt-a-Manger are held 

up as marvels of modern service production, while great dining establishments such 

as Gordon Ramsey in London or Heston Blumenthal’s ‘Fat Duck’ (where such dishes 

as egg and bacon ice cream or snail porridge are served) command the attention of the 

world’s top restaurant critics. In financial services and consulting, observers are 

astonished at the sheer efficiency of tax preparation shop H&R Block, and are in awe 

of management consulting firm McKinseys as it crafts strategy for the world’s major 

companies. In the hotel business, it is the French do-it-yourself chain Formule 1, with 

its no-reception, no-porter, no-bar, no-restaurant (in fact, no human contact) business 

model that is written about. And it is the truly great hotels of the world, such as 

Dubai’s Burj-Al-Arab, with its billowing sail design; where guest can choose from 

thirteen different types of pillow, go shopping by chauffer driven Rolls Royce, or 

play tennis on the highest tennis court in the world, that make the wish lists of jet set 

travelers. Institutions in the middle just don’t make it. They don’t get attention – the 

ordinary restaurants that don’t serve fast food but who won’t win Michelin stars 

either, the legions of large and small consulting firms, and the hotels of the world that 

range from truly dreadful to pretty good. There is good reason for this. 

Organizations in the middle are generally in trouble. Marketing experts might argue 

that this is because they are “poorly positioned” (Ries and Trout, 1982) but this is an 

oversimplification. In many cases the problem won’t be fixed by clever advertising or 

promotions, or anything as straightforward as a paint job for the building or new 
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uniforms for the staff. The admired organizations at the end of their spectrums apply 

more than simple positioning as something “done to the mind of the customer” (Ries 

and Trout, 1982). They do much more to the processes that they use to deliver want 

satisfaction to the market, and are especially adept at streamlining processes in ways 

that deliver value to customers. This is regardless of whether the customer is hungry 

and on a budget or wants to celebrate a special occasion; whether they simply need a 

bed for a night or want to spend the night of their lives. These simple processes can 

be identified and applied in any organization that delivers service. They certainly 

apply in a doctor’s practice. 

In this article we show how some simple principles from operations management, 

services marketing, and the theatre can be applied to the dental practice in order to 

position it at one or the other end of a spectrum. We begin by noting two seemingly 

disparate observations from sociology on the one hand and the services marketing 

literature on the other. These observations then permit the construction of a simple 

matrix that facilitates a classification of the everyday activities that occur in every 

doctor’s practice. We then show how these activities can be compressed in a way that 

allows one of two practice models to emerge – very different, but very viable models. 

We also show why it is typically those practices that are still stuck in the middle that 

will be less successful. Our conclusion speculates on what this type of thinking will 

hold for the future of doctor’s surgeries, raises some caveats, and suggests next steps 

to follow. 
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Front Stage and Back Stage 
The sociologist Erving Goffman (1999) argued in the 1950s that as individuals we are 

torn between the desire to act spontaneously and the need to follow social 

expectations. He contends that individual attempts to follow social expectations are 

best understood as dramatic, or theatrical, performances (what has subsequently been 

referred to as dramaturgy). In these performances individuals endeavor to persuade 

others that they are indeed consistent and stable people who play their social roles 

well. Extending the dramaturgical metaphor further, Goffman reasons that the social 

world is composed of front stages, back stages, and regions outside of either the front 

or back stage (often termed ‘offstage’). The front stage is the social region where 

fixed and socially recognizable performances unfold. The back stage includes spaces 

where performers are not observed by their audience and, as such, performers can 

reveal facts and engage in actions that might otherwise undermine the integrity of a 

front-stage performance. An example in a doctors surgeries might be: The patient 

experiences the doctor taking blood, or listen to their heart through a stethoscope 

(front stage); the doctor in the back room waiting for an X-Ray, but scratching their 

nose while they do so (back stage, and so unobserved by the patient, who might be a 

little put off if they did see); the patient encounters the doctor in the supermarket on 

the weekend (offstage). 

The dramaturgical perspective has gained much attention in the management 

literature (Clark & Mangham, 2004) and in the services marketing literature in 

particular (Grove, Fisk, & Laforge, 2004). Both researchers and practitioners alike 

are concerned by the fact that employees in service settings play in a very real sense 

as performers in a drama, and that many dimensions of this interaction can impact on 
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the level of service the customer receives and the satisfaction they express. 

Hochschild (1983) suggested the term “emotional labor” to describe how employees 

in a service setting perform when they are required to “feel”, or at least project the 

appearance of feeling, particular emotions as they engage in job related interactions. 

Practitioners in a surgery setting may feel and show sympathy for a patient’s 

discomfort, but are indeed expected to demonstrate that they feel and show sympathy 

(and expect it of themselves). This emotional labor can produce stress in the 

individual who is expected to perform it (especially where the feelings aren’t 

necessarily genuine, and are only “acted”). 

From an organizational perspective, it is probably simpler to reduce Goffman’s

(1999) notions of front stage and back stage to what may be termed “front office” and 

“back office” as these terminologies are commonly used in the everyday language of 

many organizations (e.g. “From Back Office to Front Office”) (Accenture, 2005) 

Front office activities may be defined as those activities in an organization that 

happen in front of the customer, the customer sees and is aware of their occurrence. 

So for example in a restaurant customers may see servers taking orders, a maitre’d 

welcoming guests, diners receiving their food, and so forth. Back office activities are 

activities that have to occur in an organization if customers are to receive service, but 

they do not happen in front of the customer and are not seen by them when they are 

performed. In the restaurant example, again, the customer does not see dishes being 

washed, salads being prepared, cleaning taking place, supplies being ordered or the 

chef grilling a steak. The importance of the front office-back office dichotomy to the 

design of the doctor’s surgery will be addressed shortly. 
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Service Simultaneity and Customization 
It has been noted that services differ from physical goods in that they possess certain 

characteristics that physical goods do not. (Berry, 1980) Services are intangible, 

generally heterogeneous (their quality varies depending on who produces them), they 

are perishable (the minute the capacity to produce them is not used, it perishes), and 

they are simultaneously produced and consumed. (Berthon, Pitt, Berthon, & 

Katsikeas, 1999) Whereas the first three characteristics of services generally create 

problems for services marketers that goods vendors don’t experience, simultaneity 

gives rise to enormous opportunities. For a service to be produced and consumed, it 

means that both parties to the performance need to be present. The doctor has to be 

there to do the work, and the patient has to be there to have the work done. The single 

greatest opportunity created by service simultaneity is customization. 

To customize is to provide, make or alter to individual or personal specifications. 

This is much easier to do for service providers than it is for goods producers, because 

the customization can be done in real time, and in consultation with the customer. For 

example, a hairdresser can ask the customer whether they like the style, whether they 

want a bit more hair cut off, or whether they want it a bit longer on the sides. On the 

other hand for most goods, customization implies long waits and high costs. 

Just because service producers can customize doesn’t mean they have to. 

Customization in service firms needs to be managed, and decisions have to be taken 

on whether to customize or not. So for example, in its business class section an airline 

may attempt to customize the service by greeting passengers by name, and offering 

them a choice of meals and beverages, while in the economy class compartment, 

passengers will not receive any particular attention at all. In summary, any services 
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producer will be confronted with choices about which aspects of its offering to 

customize and which not to: there will be activities of high customization and 

activities where customization is low or nonexistent. The implications for doctor’s 

surgeries will be addressed shortly. 

Front Office, Back Office and Service Customization 
In the service operations management literature, Schmenner (1986) uses two 

dimensions to create a matrix that can be used to classify service firms and their 

activities. The first dimension is that of labor intensity - the ratio of labor cost 

incurred to the value of the plant and equipment. Thus a doctor’s practice would be a 

labor intensive business, while a trucking firm would not be. The second dimension is 

the spectrum of customization, which of course can range from high (every customer 

has the service customized to their requirements) to low (everyone gets the same). He 

then argues that successful service firms tend to move toward a diagonal and that the 

answer is either to be a low customizer in the case of low labor intensity firms or a 

high customizer where labor intensity is high. Southwest Airlines is a good example 

of a low labor intensity-low customization operation, and a top management 

consulting firm such as McKinsey’s would be a good example of a high labor 

intensity-high customization operation. 

We advance Schmenner’s model (Schmenner, 1986). We argue that replacing the 

labor intensity dimension with the notions of front- and back office, and maintaining 

the spectrum of customization enables the construction of a matrix that gives even 

greater insights into the conceptualization of service firms. We use this matrix in the 

case of dental practice to mentally visualize what models of dental practice emerge 

when we follow Schmenner’s advice and move toward the diagonal. The simple 
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matrix constructed from the two dimensions of front and back office, and 

customization is illustrated in Figure 1 below. We have also identified some of the 

typical activities in a typical doctor’s practice that might resort under the four 

quadrants in the matrix. These are not exhaustive, but serve merely as illustration.

Figure 1: The Front- Back Office – Service Customization Matrix Applied to a 
Dental Practice 
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The next important question to ask is: In which of the quadrants do most everyday 

problems occur in an archetypal doctor’s surgery? The answer, quite simply, is in the 

low-customized, front office. Long waits at reception, long waits for appointments, 

unexciting boring waiting rooms, and wrong accounts are some of the typical 

problems that occur here. The low-customized back office is seldom a problem 

because most of the activities are routine, and in any case, patients don’t see (and 
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probably don’t want to see) them occurring. The highly customized front office 

seldom presents mundane everyday problems because here the patient is face-to-face 

with the health professional. This is not saying it might not present problems, but 

these will not be of the everyday, mundane variety, and can generally be dealt with in 

an individual manner. 

The highly customized back office is an enigma, because it is a region of high skill, 

which the patient doesn’t get to see. Indeed, the patient might have a lot more respect 

for doctor’s surgery if they knew just what levels of skill and expertise were 

operating here. In this way doctor’s surgeries are like most other service firms: The 

customer often doesn’t get to see the real skill at work, because it is performed in the 

back office. The highly skilled chef preparing an individualized dish for a diner, and 

the airline pilot in the cockpit, are just two other simple examples of situations where 

the real skills of an organization are invisible to its customers. 

Schmenner’s advice is to move toward the diagonal (Schmenner, 1986). This is 

illustrated simply in Figure 2 below. Figure 2 is a straightforward modification of 

Figure 1. First, it shows that activities in the low customization – front office 

quadrant (where the problems occur) are disposed of by moving them either into the 

low customization – back office quadrant, or by shifting them to the high 

customization front office area. Second, it shows that the dilemma of the high 

customized – back office quadrant (“the magic that nobody sees”) is solved by 

moving the activities either up (to the low customized – back office), or across – to 

being high customized front office. At this stage the questions of course are: How 

could this be done in a doctor’s surgery, and second, what would the different 

practice models be like in which these movements occurred? 
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Figure 2: Moving toward the diagonal 
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What might a doctor’s practice be like where all low customized – front office 

activities were moved to the back? There might be no reception, and no waiting 

room, and no scheduling of appointments. This may be a “job shop” walk-in type of 

practice, operating on a first come-first served basis. There would be no large waiting 

room because this would essentially be viewed as a waste of valuable space for what 

is essentially a nonproductive activity. Patients might be checked in, and then given a 

pager device that would enable them to continue their shopping in a mall or 

surrounding retail areas to be beeped when their appointment came up. Because as we 

will see in the next step, the practice will not perform any specialized procedures, 

accounts and payments will be very simple – some kind of “menu pricing” policy 
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could be implemented, and patients could be requested to pay “upfront”, before 

receiving services, which will simplify matters greatly. This no-frills practice in 

strategic terms would be following a cost leadership stance. Employee expenses 

would be much lower than the average dental practice. The total costs of this practice 

including costs of construction, dental equipment, and computerization would all be 

greatly reduced as well, for these would all be standardized as much as possible. 

What will a doctor’s surgeries be like where all high customized – back office 

activities become low customized? This type of practice will only concentrate on a 

small number of particular, probably simple, routine procedures, and will refer any 

serious problems to specialists. This will also facilitate the simple billing procedures 

referred to above. We would refer to the model of business described in the preceding 

two paragraphs as a “service factory”, and this will be described in more detail later. 

Now we examine the type of doctor’s practice that will eventuate when activities are 

concentrated in the high customized – front office. How will the low-tailored 

activities be customized? Reception might be very personal, with the patient perhaps 

even being taken to another room to have details taken down in private. Waiting 

rooms might be specially appointed with television and internet access, and 

refreshments might be served. Executives might be given desk space if they require 

this while waiting. Accounts and billing will be gone through in detail, and explained 

at the patient’s request. Appointments can be made and changed personally, by 

telephone, or perhaps by means of a website, where the patient can schedule 

appointments themselves. Appointments will be confirmed the day before by the 

practice by way of a medium of the patient’s choice – a mailed post card, an email 

message, a telephone call, or an SMS text message to a mobile phone. 
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When the high customized back office is moved to the front, the patient gets to see 

how skillful the medical professional is. Patients can (if they want to) watch technical 

work being done on crowns and bridges by the dental team. Intra-oral camera images 

(or video from surgical microscopes) can be captured during the procedures and these 

can be displayed on operatory monitors. Patients are encouraged to ask questions. 

Patients get to see X-rays because these are placed on large flat screen monitors for 

their easy viewing, and these are explained personally. After a consultation, future 

work can be discussed in detail with the patient by the dental care professional in the 

comfort and privacy of a separate room. 

In strategic terms, this type of practice adopts a “differentiation” stance. This may be 

either a “niche” type practice, such as a premium priced- limited clientele cosmetic 

dental practice, or a “customer focused” type practice that charges regular fees and 

provides a broader range of services to a wider customer base. In a “niche practice” 

overall costs and especially employee costs may be considerably higher, necessitating 

higher fees. 

We would refer to the type of dental practice that implements the approaches 

described in the two paragraphs above as a service theatre. Next, we contrast service 

factories, as illustrated above and service theatres. 

Service Factories and Service Theatres 
The service factory doctor’s practice model almost has more in common with a mass-

production goods producer than with a traditional professional service provider. All 

the positive language of a factory is appropriate here: mass production, low cost, 

efficiency, standardization. And of course some of the negative language as well – 
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impersonal, routine, inflexible. The great benefit of the service factory is that it will 

deliver consistent, dependable but standardized service at low cost. As such it will not 

suit all patients, but will appeal most to those who want simple solutions to 

reasonably simple problems easily, conveniently and affordably. We contend that 

there is a place in the market for this type of practice. 

At the other end of the diagonal spectrum is the doctor’s practice as service theatre, 

for indeed it has much in common with show business. All the rhetoric of the theatre 

is appropriate here. Activities don’t just happen; they are scripted and staged. 

Employees are not merely recruited; they are cast, and are in any case performers or 

actors and not employees. Uniforms become costumes, and equipment becomes 

props. The practice environment is a set that is carefully and consciously designed to 

create the mood of the production. Undoubtedly the offerings of the service theatre 

will be more expensive, but to the market segment at which they are targeted they 

will be worth paying for. Patients who patronize this type of practice will do so 

because it comforts them, really cares for them as individuals, often spoils them and 

sometimes entertains them. An activity that used to be dreaded may now even be 

looked forward to as a haven of personal care. 

Conclusion: Putting Service Factory-Service Theatre into Practice 
To reiterate a point made at the beginning of this article, it is service firms at the ends 

of spectrums that get noticed. It is generally those in the in the middle that are at 

worst, in trouble, and at best, struggling to stand out in a competitive and dynamic 

environment. This is as true of doctor’s practices as it is true for architects, 

restaurants, hotels, airlines, hospitals and hairdressers. Organizations “stuck in the 

middle” find it difficult to compete successfully and indeed to survive, because they 
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end up trying to “do it all”. In doing so, they find themselves saddled with the costs 

of trying to provide good service levels in a personalized manner, while not 

succeeding in this endeavor enough to justify premium margins. 

It should be noted that being “stuck in the middle” of a spectrum and being in the 

middle of our adapted Schmenner diagonal are not the same thing: One is generally 

difficult, the other need not be. Being stuck in the middle really means trying to do 

everything in all four of the quadrants of the Front- Back Office – Service 

Customization matrix. Practices that do this become blobs that flow in all directions 

and achieve little despite lots of hard work and effort and considerable spending. 

Successful organizations, while focusing on being either an efficient factory or a 

great theatre, will nevertheless utilize the thinking implied in the matrix, and shift 

activities where appropriate in a way that might cause their center of gravity to move 

toward the middle of the diagonal. 

A doctor’s office may find both opportunities in moving some of its operations to a 

service factory, while finding other occasions to move some of its operations to a 

service theatre. An example of this in the general medical arena is Shouldice Hospital 

(www.shouldice.com), an abdominal wall hernia clinic. (Bendavid, 1995) In many 

ways, Shouldice is the ultimate service factory. It only performs inguinal hernia 

repairs in a production line fashion that is completely predictable with regard to time 

and cost. The work is done by dedicated surgeons, who do nothing else. The hospital 

anticipates and eliminates possible problems by filtering out all patients who are 

potentially risky – the elderly, obese, with heart problems, allergies, and diabetics, 

and referring them to specialists. Patients self admit (nowadays online)) and there is 

little of the so-called care that they might receive in a conventional hospital: Patients 
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prep themselves and walk to operating theatre for surgery and back to their ward – 

there are no gurneys. There is no bedside meal service, patients are expected to go to 

the self-service cafeteria and serve themselves. 

However, there are also marvelous aspects of Service Theatre in the Shouldice 

environment as well. Shouldice is set in luxurious surroundings and has much more 

of the atmosphere of a fine hotel or a country club than a hospital. In many ways 

patients become part of the drama by acting as greeters to new patients – assuring 

them that they have nothing to fear and that they will enjoy their stay. Shouldice has 

an alumni association which holds regular get-togethers and dinners for ex-patients. 

So in summary, Shouldice embraces aspects of both service factory and service 

theatre. Those activities that fit into the factory are placed there and flow smoothly, 

while those aspects of the business that demand theatre are given the prominence that 

they deserve. 

A doctor’s surgery can use service factory – service theatre thinking as a tool to 

reconceptualize and redesign itself, indeed, to reinvent itself. A simple classification 

of as many activities that occur in the practice as possible can be made using the 

matrix in Figure 1, for our simple listing is not exhaustive. Then simple “what if?” 

questions should be asked of each activity: What would it be like, in the case of low 

customized – front office activities, if we moved it from right to left, or from top to 

bottom? The same procedure can be conducted for high customized – back office 

activities. A pattern may emerge that sees movement towards one end of the spectrum 

or the other. The new practice envisaged may be much more like a factory, or much 

more like a theatre. These are the opportunities. 
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Our argument is not that medical practices in the “middle market” cannot survive and 

produce positive returns, or that they are bad business models. Rather, it is that in 

order to compete successfully, grow and increase revenues they must realize that 

middle of the road products and services in a wide range industries are being 

squeezed by premium- and no-frills offerings. There is good recent empirical 

evidence of this (Knudsen, Randel & Rugholm, 2005). We suggest that our 

framework provides a mechanism for examining opportunities to break out of the 

“middle ground.” Of course the opportunities need to be evaluated in terms of a 

number of other factors, the most important of which will be the extent to which the 

proposed new business model will fit with the market the practice intends to serve, 

and the skills and personal aspirations of the principal or partners. The matrix is after 

all, just a tool and not a prescription for practice success. However, used wisely, it 

has the potential to uncover hitherto undreamed of opportunities in dental practice.
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CHAPTER FIVE: DISCUSSION 

5.1 Introduction 

So 30,000 words and five research papers later what have I learned about intangibles? 

Well in a phrase: “immaterial matters”. The research presented in this dissertation 

suggests that intangibles, from strategies, through brands and values, to business 

models, play a critical role in 21 century business. Effective management is shifting 

from the organization and extraction of value from the physical, to the processing and 

generation of value from the intangible. 

5.2 Key Relationships Between the Constructs 

Figure 4 provides a synopsis of the research findings in terms of the research context, 

and the relationship between the key constructs. Table 3a provides a summary of the 

research findings for each paper, while Table 3b provides a summary of the 

implications for both theory (academic implications) and practice (managerial 

implications), research limitations, and extensions in the form of future research 

opportunities.
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Figure 4: Graphic Summary of Findings: Research Context & Relationship 

Between Variables 
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CHAPTER SIX: CONCLUSIONS & FUTURE DIRECTIONS 

6.1 Introduction 

In this final section of the dissertation, we summarize the findings, contributions and 

implications of the research pieces, and discuss the limitations and opportunities the 

research present. 

6.2 Limitations, Contributions and Extensions 

Each of the pieces of research is now revisited briefly in turn. 

In the first research paper, strategic mode, as operationalized by the ICON archetype 

(Berthon, Hulbert and Pitt, 1999), is founds to be related significantly to firm 

performance and perception of environmental turbulence. Specifically, managers in 

firms pursuing a Shape strategy, tend to see their markets as less turbulent than 

mangers in firms pursuing Isolate, Follow or Interact strategies.  Shapers seem to 

operate in less turbulent environments. Moreover, firms undertaking a Shape strategy 

tend to exhibit higher rates of corporate growth than other strategic modes, while 

Followers tend to enjoy higher profitability and market share than the other 

archetypes. The research’s limitations are common to such studies: common method 

bias (single rater for all constructs), cross-sectional research, thus problems 

establishing direction of causality, and limited generalizability due to sample 

characteristics. However the contribution to theory and practice are not 

inconsequential: the study adds to the body of literature on the importance of strategic 
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mode in determining performance, and provided a revised, simple-to-administer 

version of the ICON instrument (cf. Berthon, Hulbert and Pitt, 2003). Future research 

would focus on overcoming the study’s limitations and exploring in more depth the 

interaction between context, strategy and performance. 

In the second research paper, the effectiveness of brand management is shown to 

have a significant, positive effect on financial measures of a firm’s performance. 

Specifically firms that pursue effective brand management tend to exhibit higher 

profitability, as well as larger market shares and rates of growth than their less brand 

focused competition. Once again the research’s limitations include: common method, 

bias cross-sectional research design, and limited generalizability due to sample 

characteristics. Future research would focus on overcoming these limitations and 

refining the instrument to measure brand management effectiveness, which 

demonstrated questionable nomological validity (cf. Pitt et al, 2003). The 

contributions of the study include a deeper understanding of the link between brand 

management and company performance, and evidence of the relatively sophisticated 

level of brand management amongst South African firms. 

In the third research paper, it is found that societal corruption and country culture 

both have a significant impact on the e-readiness of a nation’s firms. Corruption has 

the greatest negative impact on e-Readiness, followed by the survival and traditional 

cultural values. Trust, secular-rational and self expression values tend to have a 

significant positive effect on e-Readiness. Indeed, taken together, the two cultural 

dimensions have a greater combined impact on e-Readiness than corruption. 

Although the study did not suffer common method bias (multiple sources were used, 

including both subjective and objective data), or lack of generalizability (the vast 

majority of countries in the world were included in the research sample), the research 
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was cross-sectional in design. However the research’s main limitation presents 

perhaps the greatest opportunity for future research: namely conducting a longitudinal 

study of the role that values play in determining e-Readiness. This is highly feasible, 

because the studies from which the data was drawn are annual pieces of research. 

Although the unequivocal direction of causality between values and e-Readiness need 

further research, this study presents a significant contribution in being the first to 

demonstrate the link between culture, corruption and e-Readiness. 

In the fourth and fifth papers it is argued that in both the music and the medical 

industries, players who are undifferentiated or “stuck in the middle” in terms of 

customer interaction will tend to underperform those firms who either adopt a 

“service factory” or a “service theatre” approach. Middle-of-the-road offerings in 

industries which generate value through intangibles are being squeezed on the one 

hand by highly interactive, premium-offerings, and on the other hand, no-frills, 

automated offerings. Being conceptual and normative in nature, the obvious 

limitation of the paper is empirical validation. However this represents a significant 

opportunity for future research in two industries undergoing significant change. The 

contribution of the music industry paper highlights the opportunities for 

reconceptualizing once matter-intensive industries in terms of service intangibles. 

The medical practice paper illustrates the contribution the dramaturgy can play in 

redesigning a traditional service industry. 
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Table 3a: Topic and Key Findings 

Paper 1 Paper 2 Paper 3 Paper 4 Paper 5 

Summary of Topic and Findings 

Topic Strategic
mode & firm 
performance 

Branding & 
firm 
performance 

e-Readiness
& values in 
eB2B
relations 

Strategic
mode & 
music as a 
service 

Strategic
mode & 
medical 
services

Findings / 
thesis 

Strategic
mode has a 
significant
effect on 
firm 
profitability, 
market share 
and growth 

Effective
band
management 
has a 
significant
effect on 
profitability, 
market share 
and growth 

A nation’s 
culture and 
level of 
corruption
have a 
significant
effect on the 
e-readiness 
of its firms 

Viewing
music as a 
service offers 
insights in 
how to 
develop
innovative
business
models

Medical
practices
which focus 
either on a 
factory or 
service
model
outperform 
undifferentia
ted
operations
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Table 3b: Implications, Limitations and Extensions 

Paper 1 Paper 2 Paper 3 Paper 4 Paper 5 

Implications and Limitations 

Implications 
for theory 

Strategy – 
context – 
performance 
link 

Brand – 
performance 
link 

e-Commerce
may be 
virtual, but 
culture 
impacts 
cyberspace

Viewing a 
business
through the 
lens of 
intangibility 
produces
strategic
insight

Value of 
dramaturgy 
in theorizing 
about
services
offerings

Implications 
for
management 

Importance 
of selecting 
the right 
strategy for a 
given
business
context

Significance
of effective 
brand
management 
in
establishing 
competitive 
advantage

Impact of 
intangibles 
such as 
values and 
trust in 
international 
ecommerce 

Value of 
reconceptuali
zing the
music
business as a 
service rather 
than a 
product
industry

Importance 
of
positioning 
in service 
industries

Limitations Common
method bias, 
X-sectional, 
generalization

Common
method bias, 
X-sectional, 
generalization

X-sectional Needs
empirical 
testing 

Needs
empirical 
testing 

Extensions: Examples of Future Research 

Theory Refine ICON 
conceptualiz
ation to 
expand on 
co-creation 

Refine
dimensionali
ty of 
effective
brand
management 

Incorporate
Transaction
Cost theory 

Extend
service
perspective
to a pure 
interaction 
framework 

Interaction
framework 

Method Longitudinal
study,
multiple

Longitudinal
study,
multiple

Longitudinal
study, link to 
firm 

Empirical 
testing 

Quantitative, 
empirical 
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methods,  methods,  performance testing 

Context International, 
multiple
contexts

International, 
multiple
contexts

Intra- 
national;
firm level 

National,
international 

National,
international 
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6.3 Conclusion 

As noted at the beginning of this dissertation, the locus of economic value is 

increasingly shifting from the tangible to the intangible. This thesis has demonstrate 

the role that intangibles such as strategy, brands, values, and services have in 

determining competitive advantage through the creation of value. Intangibles may be 

difficult to physically grasp, but we fail to intellectually grasp them at our peril. 

“Thirty spokes share the wheel’s hub; 

It is the center hole that makes it useful. 

Shape clay into a vessel; 

It is the space within the makes it useful. 

Cut doors and windows for a room; 

It is the holes that make them useful. 

Therefore profit comes from what is there; 

Usefulness from what is not there.” 

Lao Tsu (1990) 
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