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Abstract

The paper is focused on the method of measurindgcgharientation. Market orientation is
very important andopical, because of its influence on the compasylts. The first part of
this paper describes the factors, which influenegket orientation. The factors are from the
external and internal environment and also fromrass branches of companies. The second
part of the paper proposes the new methods of magsof market orientation. The detailed
information about all items of the factors is iradal in this part of the chapter. The third part
of this paper verifies the validity of new methamfsmeasuring market orientation. Cronbach
alfa was used for validation of the method. We plamse the most important principles of
the method for our recent research project “Reseanamplementation on market orientation
in Hi-Tech Firms”. The research project is suppwittg Grant Agency of the Czech Republic
(GA 402/07/1493).
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Introduction

Market orientation is based on the marketing conoefthe current marketing approach. The
marketing concept is derived from the managerialcept, which was popular in the 50s of
the last century. Drucker (1954) characterizesithe main stream of the marketing concept
applied on the example of General Electric. Althotige principle of market orientation has
been known for more than half of a century, it camés “revival” not before the 90s of the
20th century. In the first half of the 90s the Jmirof Marketing published two research
works sponsored by the Marketing Science Institutbe works of Kohli and Jaworski and
Narver and Slater. These two publications had a&tanbial impact on the literature of that
period related to the problems of marketing. Theyntained the first approaches to the
definition of market orientation, development of amerement methods and statement of
proposals connecting market orientation with anaoization performance. The market
orientation even superseded the interest in th&etiag concept in academic lobbies and the
focus of all academics has directed to the markehtation. The reason for this interest was
the statement of Kohli and Jaworski (1990) that mharket orientation is the marketing
concept implementation.



Many studies dealing with the market orientatiomenappeared until the present. In addition
to the definition of the market orientation terrseif the focus is directed to the relationship of
the market orientation and the company performanemners and methods of the market
orientation measurement and its implementationampanies. But some of the published
studies contain different approaches. What indi@idschools agree on is that the market
orientation contains the acquisition and distribatof market information. Most of available

studies more or less agree with the customer @atient the competitor orientation and the
inter-functional coordination as the most importpattial elements of the market orientation.

Although customers and competitors represent thet mgportant stakeholders, the range of
stakeholders should not be restricted only to thesge groups. The number of the market
orientation elements is currently extended by o#takeholders. In this spirit we can define
the market orientation as a means, which enablemgeas to focus on external and internal
elements and activities, which influence the attivof an organization leading to its
performance increase. The importance of the mamkentation then rests in the fact that its
application has a positive effect on the companjopmance.

The objective of this article is to present the meethod of measuring market orientation.
The method was used in the research of market tatien in the Czech Republic.
Compilation, analysis and synthesis are used ®atticle processing.

“New Method” for Measuring Market Orientation

When proposing a “New Method” for measuring mareéntation (Tomaskova, 2005) we
proceeded from available literary resources. At fia model of elements influencing market
orientation and elements influenced by market éaigon was constructed.

Proposal of Elements Influencing Market Orientation

On the basis of analysis of empiric results fronailable studies we proposed a market
orientation model, which is given in schemes 7,98and 10. We included external
environment, sector environment and internal emwirent of an organization in elements
influencing market orientation, see Scheme 1.
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External Environment

The above-given scheme can be divided to furthdr-sshemes. Elements of external
environment can be further divided to the statenemy and technologies, see Scheme 2.

State

The state affects market orientation particulany its selected policy and legislative

measures. The influence of the state interfereanenarket orientation was studied in the
works of Hooley and collective (2001). Results bé texecuted research showed that
organizations with a higher level of market ori¢iata are able to adapt to new conditions
much better. The extent of the state interfererweas also studied by Deng and Dart
(1998). Their study proved that market orientatisrhigher in market economy than

controlled economy. Another research in this figlds carried out by Cervera and

collective (2000) and it proved that organizatiachieve lower market orientation in case
of higher level of local self-government. It clgafbllows from the aforementioned facts

that the state activity affects market orientation.
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Scheme 2: Elements of external environment inflirendegree of market orientation

Technologies

Monitoring of the development of technologies afdays an important role in market

orientation. Market orientation is focused on mapgpof the latest technologies in all
fields and their use in the field of activity theven organization operates in. This
statement is substantiated by the study of Olatarriand Friedmann (1999) who
described the use of new technologies as a negesleanent leading to the creation of a
“learning organization” based on the market orieataapplication. In contrast, Han and
collective (1998) claim that extreme changeabildf used technologies adversely
influences market orientation. According to him, @aganization must spend substantial
funds for innovation of technologies and such fundald be used in a different way.

This version was supported by Varela and Rio (20@8) also dealt with the relation of

technological progress and market orientation. Atiog to these two authors substantial
changeability of technologies has a marked adverieence on market orientation.

Slater (2001) points out the use of IT technologresis study, which facilitate higher

market orientation.



Economy

The third element of external environment is ecopofme changeability of economy and
market was studied by Han and collective (19983. $8atement that high changeability of
economy is not suitable for the market orientatienelopment was continued by Palmer
and Pels (2002). The subject of their study is itftuence of “newly established
economies” (in this case of Argentina) and "devetbptable economies” (Great Britain)
on market orientation. They also supported theishébst high market turbulences may
negatively affect market orientation. Perry and &I{a002) confirmed an important
influence of economy of a particular country on keaiorientation.

Sector Environment

We divided the sector environment to several furgslements on a basis of the acquired
knowledge. They include: final customer, distributoompetitors and a newly introduced
element — supplier, see Scheme 3.
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Scheme 3: Elements of sector environment influenttie degree of market orientation

Final Customer

All available studies contain relation between rearérientation and a final customer.
This relation was examined and verified in thetfinglf of the 90s; it has not been
assessed in the latest studies, but it is viewedl [@@sic prerequisite for the possibility to
speak about market orientation at all. Generatlys presumed that the response to the
found demands and wishes of customers is the nsaaiien of market orientation.

Distributor

As far as distributors” influence on market ori¢iotais concerned, it was revealed for the
first time by Lado, Mayderu-Olivares and Rivera48®2 Recent studies (e.g. Bigné and
collective, 2004) consider a distributor a fullwadl customer, whose influence on market
orientation is not questioned by anybody.

Competitors

Competitors also play a substantial role in the katarorientation determination.
Competitor orientation as a necessary elementrgatdi market orientation appears as
early as in the first studies together with custooreentation. Some studies deal with the
comparison of mutual relationship between these élements. With regard to the fact
that it is not clearly defined how to compare custo orientation and competitor
orientation towards total market orientation, theftuence on a company performance is
assessed and it is presumed that the more impatament has a greater share in the
creation of the company performance. It followsrirthe results of Dawes’s study (2000)



that competitor orientation reaches higher conatatin relation to the company
performance than customer orientation. According Harrison-Walker (2001) the

company performance is influenced only by custoorgntation. In contrast, Heiens
(2000) proved that the company performance is éguafluenced by customer

orientation and competitor orientation. Althoughdies come to different conclusions, it
is generally valid that competitor orientation aodstomer orientation are the most
important elements of market orientation.

» Supplier

The last element given in Scheme 3 of sector enment is supplier orientation.
Supplier orientation has not been directly include@dny market orientation model yet.
Nonetheless, it indirectly appears in market oagah studies dealing with its definition
created in several recent years. Egan (2001) stiaé¢the dynamics of the present forces
organizations to think of the purchase-sale relasioip concept and traditional marketing
is often connected with the relationship of a conypand a customer”If according to
Hernadndez-Espallardo and Arcas-Lariob (20@3lient has an important position on the
market, then there are certain reasons that thepaomg owns important information on
the given market. These could be transformed toplsup, because they would
substantially participate in the improvement of gligrs” position.”

Esteban and collective (2002) goes even furthéhenthesis — they introduced a supplier
as one of the market orientation elements. Accgrdinthem market orientation focuses
on the following elements:

» Customer orientation

» Competitor orientation

» Supplier and client orientation

* Environment orientation

» Inter-functional co-ordination

Bigné and collective (2004) declared that marketrgation has a positive relationship to
the satisfaction of distributors and suppliers.

On the basis of the above-published opinions aatgstents suppliers can be incorporated
in the model of market orientation as a full-valwement.

Internal Environment

The internal environment of market orientation méluenced by the following elements:
opinions and approach of top management, orgaairti structure, strategy of the
organization, culture of the organization and empés, see Scheme 4.
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Scheme 4: Elements of internal environment inflirgn¢he degree of market orientation

* Top Management

We can say the most important element of the iateemvironment is opinions and
approach of top management. The attitude of topag@ment towards market orientation
is measured e.g. by Helfert and collective (2000)applies of course that the more
positive relationship of senior managers to madkintation, the higher degree of market
orientation is achieved by the organization. Homgband Pflesser (2000) assess the
attitude of senior managers towards employees. IResil this research proved the
presumption that if the top management’s attituaeatds employees is in the spirit of the
market orientation rules, such organization is nmoegket oriented. Harris and Ogbonna
(2001) studied the management style and its inleeon market orientation. The
conclusion of their research can be easily presumdide directive management style
prevents implementation of market orientation. Tmaa (2004) assesses the relationship
of top management and market orientation on thes lesmanagers” approach to risks,
changes and education. The result of this studysis more or less obvious — too much
conservatism, insufficient discipline and purposefgs in one’s own education and
preventing employees from education due to the ywaoir “their excessive growth”
prevent the implementation of market orientation.

» Organizational Structure

The organizational structure was assessed in tigly sif Varelo and Rion (2003). Results
of their research led to the verification of a hypmsis that excessive centralization
adversely affects market orientation. A year laleueman (2004) confirmed their
hypothesis by his own survey and added that not ertessive centralisation prevents
from the market orientation implementation, bubagcessive formalization.

» Strategy of the Organization

Several authors dealt with the effect of stratefjthe organization on market orientation
in their studies. According to Olavarrieta and &n@nn (1999) the effective management
can be achieved based on the application of th&eharientation principles. They justify
their statement by the fact thasuccessful organizations managed according to the
principles of market orientation build image andogwill of the organization;” which is



according to them one of the criteria of effectmanagement. Harris (2000) dealt with
the strategy of diversification and the low cosatglgy. According to him diversification
shows a higher degree of market orientation. Kas{@802) understands market
orientation itself as the strategy of an organarafocused on results. Lado and Maydeu-
Olivares (2001) assess the influence of innovatmmsnarket orientation. They claim the
strategy of an organization based on market ofiemtamust also show innovative
character. This thesis was continued by Erdil avitective (2004) in their statement that
market orientation is a strategy based on innomafithe importance of this element is
indisputable. Before the selection of any strategyanizations should first realize the
sense of their business, determine their visiord gmals. Then they should propose
strategies for them which would contribute to tl®iament of the set objectives and
goals. Some strategies selected by top managementhave nothing in common with
market orientation. Managers may reject the styab@aged on market orientation, because
it will be less profitable in the initial stage.l@rs may understand market orientation as a
strategy, which offers organizations the possipiitt select from many elements to focus
on. Such managers will orient only on some elemehisarket orientation passing by the
remaining ones. The selected strategy will nothieebiest one and managers will sooner or
later turn away from it.

* Culture of the Organization

Culture was first assessed from this point of viewMcCormack (1999). McCormack
understands the culture of the organization asird s the organization negatively or
positively influencing market orientation. Hombuampd Pflesser (2000) deals with a
responsibility for the performed work in relatioa market orientation. Results of his
study confirmed that the higher respective respmlityi is, the higher market orientation
is achieved by the organization. Trueman (2004)sdeéth a set of several elements
preventing the market orientation implementatiohege in particular include conflicts
between departments, mutual rivalry, reserve amdfficient communication and co-
operation.

* Employees

The last proposed element of the internal envirarinn&@luencing market orientation is

employees. The relationship between employees aar#temnorientation was studied by
Harris. He pointed out in several mutually intencected studies the important role
employees may play in the market orientation imgetation. He gave reasons which
might have negative impact on market orientatiomis study published in 1998. They
especially include the apathy of employees, thenitéd abilities or only temporary

employment. He urged all managers not to underta¢erole of employees in the
organization and put appropriate seriousness wehich would reflect in the degree of
market orientation.



Proposal of Elements Influenced by Market Orieotati

Elements influenced by market orientation can lmevshin Scheme 5.
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Scheme 5: Elements influenced by market orientation

Customer Satisfaction

Market orientation is based on individual approdachcustomers and it is customer
orientation and his/her satisfaction what is theuf point of this philosophy. This

approach sometimes leads to mixing up of the tefrmmarket orientation with customer

orientation, which results in simplification of thole problem. However, the carried out
researches show that market orientation contriltotése satisfaction of customers.

Financial Performance

Some critics of market orientation claim that esoes focus on customer may be
negatively reflected in the profit. We can but agvéth this claim. Many customers with
their specific needs and ideas can rather be atttiian opportunity for the organization.
All customers cannot be satisfied either. It isessary to focus on a certain segment.
Despite these arguments we can state that a sdt@istomer will positively influence the
financial performance of the organization. Gray9@Qconfirmed this relationship in his
study. A satisfied employee will also contributeatdigher financial performance of the
organization by putting in quality work and his/hparticipation in spreading the
company’s good image. The relationship between eyagl satisfaction and financial
performance was examined in the studies of e.glikamidl Jaworski (1990) and Ruekert
(1992).

Employee Satisfaction

The strategy based on market orientation is an itapb stimulating means motivating

employees to higher performances. The emphasidareg particularly on openness,
confidence, possibility of professional growth,.efuistomer satisfaction is the important
factor of employee satisfaction as well. Not ordyfinancial point of view concerned,

when the amount of profit grows with the rate disfaction, but also the psychological
point of view, i.e. the feeling of usefulness frarall done work.

Long-term Development

The strategy based on the market orientation giesiis typical of its long-term character
and market orientation itself therefore leads te tfong-term development of an
organization. Ruekert (1992) pointed out in hisdgtiuhe positive influence between
market orientation applied in organizations and giterm development of such
organizations. This statement is substantiated Hey fbllowing argument — market



orientation leads to customer and employee satisfgchigher financial performance and
gaining of a competitive advantage. Having the ocefitipe advantage has a marked
influence on the position of the organization oa ¢iven market and its existence.

All studies generally agree with the main elemesftsnarket orientation such as customer
orientation, competitor orientation and inter-fuanal coordination. Customers and
competitors represent the most important extetialefiolders, but it is not relevant to reduce
the range of stakeholders only to two groups. Toke and importance of individual
stakeholders is different, it depends on the fadldctivity respective research focuses on, but
it is by no means negligible.

Proposal of the Market Orientation Measuring Method

With regard to the fact that some shortcomings hia@en found by the analysis of the
currently used instruments for the market orientatheasuring, we will try to propose a new
means for the market orientation measuring inphis of the thesis. When creating it we will
consider aspects determined in the executed asalysall the aforementioned problematic
areas of market orientation and at the same timewiletry to eliminate shortcomings
criticized in other methods.

The selection of measured items follows particyldrom the determination of elements

influencing the degree of market orientation camdi in the proposed model, while the
present manner of measuring by means of the Ldcate shall be observed. Newly created
items are divided to three main fields — extermalimnment analysis, sector environment
analysis and internal environment analysis. Sestetronment analysis is further divided to

the analysis of customers; both end ones and llistris, the analysis of competitors and the
newly introduced field regarding the analysis op@iers. The internal environment analysis
is divided to the analysis of the use of the a@glinformation in the process of decision-
making and the analysis of inter-functional co-o&adion.

The method of the market orientation measuring aiost some statements to which
respondents take a standpoint expressed by meanskeft seven-degree scale. The
guestionnaire containing the market orientation sngag is intended for top managers of
organizations.

When creating the items of measuring we followexhfithe following methods: Hooley and
col. (1990), Gima (1995), MOS Lado, Olivares anddra (1998), Farrell (2002), Helfert and
col. (2002) and Bigné and col. (2004).

External Environment

This part of the measuring contains the followitegis:

1) We regularly monitor changes in the field of lawscial, economic and technological
changes.

2) We regularly identify important opportunities atnidats, which could have an impact on
business.

3) We participate in events, which demonstrate ouneuoc utility (i.e. sponsoring, charity
events, etc.).

4) We try to co-operate with universities and reseamshitutes to be able to apply the latest
research methods, which will bring higher valueustomers.




Items 1 and 2 have been taken from the MOS meth@@B)). The rate of market orientation is
among others given by the respondent’s attitudeatdsy monitoring of external elements,
which can influence the activity of the organizatidn this regard the activity of the state, the
development of economy and technologies should d&tored above all. Items 3 and 4 are
newly included. The relationship to the externaliemnment should also include activities,
which will contribute to the creation of goodwilf the organization — the environment of the
beneficial organization characterized by the iniicictbn and use of new technologies.

Sector Environment

The analysis of customer approach is divided to pads. The first one focuses on final
customers, the second one on distributors. In ttege are no distributors, respondents do not
fill in this part of the questionnaire.

1) We regularly analyze factors, which influence passnbehavior of customers.

2) We regularly monitor the development of demandsuofent and prospective customers.
3) We try to apply individual approach to customers.

4) We offer a wide range of after-sale services.

5) We regularly determine the degree of final custogagisfaction.

6) We know what image our products have at customers.

7) We determine why potential customers have not bboghproduct yet.

These items relate to the analysis of final custsmehereas items 1, 2, 5 and 6 have been
taken from the MOS method (1998) and item 7 froen tieethod created by Farrell (2002).
The third and the fourth items are newly incorpedain the measuring of final customers.
Information on final customers is very important émganizations; it is necessary to regularly
monitor present needs and standpoints of custoragnsgell as potential tendencies of further
development. Market orientation is in our opiniammeected among others with individual
approach to customers and a wide offer of aftex-salrvices. These items gain on their
importance in the strengthening competitive enviment. Before they were connected with
gaining of a competitive advantage, but at presetigen competition is increasing, they
become a necessary element of the approach straft@gyorganization to its customers.

1) We monitor the development of demands of distritsito

2) We apply individual approach towards distributors.

3) We monitor image of our products at distributors.

4) We regularly measure satisfaction of distributdrewr products.

5) We let us regularly inform on promotional events air products carried out by
distributors.

6) Our marketing strategy is compatible with the gadldistributors.

7) We speak with distributors about their problems.

As well as the analysis of final customers, thelysis of distributors contains seven items.
Items 1, 3, 4 and 5 have been taken from the MO®iadg(1998), items 6 and 7 have been
taken from the method created by Bigné and col0420ltem 2 is newly included in this
field. Not only is the individual approach to finalstomers important. In case there are
distributors, it is important that the organizatitsies to have individual approach to them
because distributors can among others influencestie of the given product to final
customers.



The analysis of competitors includes the followitggns:

1) We perform regular monitoring of the developmentcompetitors and their marketing
policies.

2) We try to predict behavior of our main competitors.

3) We know strong and weal points of our main compeit

4) We regularly analyze competitive strategies ofrmain competitors.

5) We carry out benchmarking towards main competitors.

Items 1 and 3 have been taken from the MOS meth@@i8), item 5 from the method created
by Hooley and col. (1990). Items 2 and 4 are ndlet only is the analysis of the present state
of competitors important, but the maintaining of mpetitiveness requires that the

organization is able to predict potential behawbrcompetitors from the gained information.

In case of a threat of intensive attack a scenafi@an effective counter-strategy can be
prepared.

The analysis of suppliers contains the followiregrit:

1) We carry out regular analysis of offers of our présand potential suppliers.

2) We carry out regular analysis of image of our pnés@d potential suppliers.

3) We carry out regular analysis of the approach ppBars to our requirements.

4) We regularly discuss with our suppliers their pesbs.

5) We co-operate with our suppliers in the developngntew special technologies (new
products).

The analysis of suppliers is included for the fiiste in items measuring market orientation
of an organization. Suppliers also play certaire ol market orientation, particularly in the
fields characterized by a high bargaining powesugpliers. Even in other fields, where the
power of suppliers is not so risky it is suitabdenhaintain certain level of information for
every organization on potential suppliers and tloffers. Image of suppliers necessary for
further production can also be important with relgtar the selection of a final customer. The
existence of suppliers with good image adds higlaére to the final product from the point
of view of the public. Regular discussions on peot$ of suppliers can enrich both discussing
parties as well, because some persistent problemssanderstandings may be cleared out on
both sides and potential solutions suitable fohlgarties can be found. Mutual co-operation
with suppliers on the development of new techn@sgian contribute to the finding of a
faster and more effective solution.

Internal Environment Analysis

The analysis of reflecting the acquired information the process of decision-making
contains the following statements:

1) We implement the acquired information to our dexisi

2) We offer products reflecting the latest demandswaisties of customers (distributors).

3) We focus on gaining customers, for whom we caneagha competitive advantage.

4) We are faster in responding to the wishes of custerthan our competitors.

5) We respond as fast as possible to the marketingt®weé competitors.

Item 3 is derived from the method processed byelgr2002), item 4 is created on the basis
of Gim’s method (1995) and item 5 has been taken forom the MOS method (1998). Iltems
1 and 2 are newly created. These two items respmtite acquired information. A successful
organization not only tries to gain necessary miation, but also respond to the given



findings. If the given response to the found fastadequate is an allegation difficult to
assess.

Inter-functional co-ordination analysis:

1) Every worker knows his competences and resportssili

2) Every worker is acknowledged with main objectivéghe organization and knows how
to contribute to their achievement.

3) We analyze comments of employees.

4) We pay attention to further education of our empks;

5) We regularly hold meetings, where we discuss almaut successes, inform on new
opportunities and threats, set new tasks and diseiib all lower-level managers.

6) We try to be flexible.

7) We prefer reaching long-term goals to short-ternesprthe achievement of a certain
market share to financial goals.

8) All partial goals follow from, develop and supptre main goal of the company.

9) We take a positive approach to innovations.

10)Managers of all departments express their opiradhé created plan.

11)Relationships between superiors and subordinatesotebe defined as very strict and
formal.

12)We prefer team work and mutual co-operation.

13)We pay attention to the exchange of information gnondividual departments of the
organization.

14)In our business we try to take into account thacstlof business and make ethical
decisions.

Item 7 has been taken from the method created mteiand col. (1990), items 8, 10, 11
from the method created by Helfert and col. (20B@maining questions are newly created
and the first five questions relate to managemadtthe relation of the top management to
employees, items 6 through 9 examine the relatothé strategy of the organization, next
two questions then to the structure and last ttodbe culture of the organization. All items
given in this part of measuring follow from itemsfluencing market orientation in the

proposed model of market orientation.

The method of measuring market orientation proposetthis manner was compiled to the
form of a questionnaire; some items were changeletdnversion onésand were confronted

with opinions of students attending the second ydathe MBA course at the Faculty of
Business and Management.

Discussion — Verification of the Proposed Method dfleasuring

According to Churchill’'s concept for the creatiohmeasuring methods the verification of
validity follows the creation of a method. Validity the approximation expressing real or
“truthful” value of the measured variables. It damsimply said that it is measuring of what
we try to measure. Measuring is accepted fronsthentific point of view, if it is consistent
and can be used to re-measure the same or diffgaéant

Li.e. the reversed items



Validity measures the ability of the questionnag@ain data, which show actual status of the
measured variable. The proposed measuring must timedbllowing three conditions to be

valid:

» Consistency (the created partial measurements couastder the actual state)
* Accuracy (the comparison of individual measuremedtes not show substantial
deviances)

* Adequacy (all partial measurements should leadhéo expression of the variable for
which they were created)

The following methods can be among others includethethods assessing the validity of
measurement according to Elizabeth Velarde-JuraddCarlos Avila- Figuero (2002)

e Structure verification 4t is carried out on a basis of verification of flaet, whether there
is a relation among all variables used in the psepdomeasuring and the object of
examination.

* Internal consistency the consistency in the proposed measuring methoteasured by
means of a set containing several questions anteagalized in two ways:

Consistency implementationtkis method is based on double questioning of énees
sample of respondents, when the spread and stamgmidtion between the two
measurements are measured. To meet the conditi@onsistency (of the test and
repeated test), the correlation of results of mo#asurements must be carried out.

Consistency of homogeneitythe relation among various questions (items)hef t

method and the variable to be measured by the peapbmethod are verified. It is used
for the measuring by soft data. It consists ofisastcontaining individual questions.

To gain the degree of consistency of questionsatoed in the measuring in relation
to the measured variable their mutual relation nhestexamined. This measuring
expresses coherence and mutual relation of itemghdomeasurement of certain
variable. To maintain internal homogeneity of theasuring method containing a set
of items a statistical indicator called Cronbacphal is used. The Cronbach alpha
coefficient examines how well the set of items {aariables) measures one-
dimensional construction.

Cronbach alpha (1) can be defined as a functidghehumber of the tested items and
an average internal correlatibamong items:

2 VELARDE-JURADO, E. Methods for the Quality of Lifessessmensalud publica de méxid®nline]. 2002,
vol. 44, no. 5 [quotation 2004-11-09]. Available ttttp://www.insp.mx/salud/44/eng/i445_2.pdf

3 Internal correlation is based on the correlatioefficient. The correlation coefficien,i(2) belongs among the
most frequently used methods examining dependefriwgoovariables. It is a proportion of co-variatigy (3) of
both variables (the rate of their joint movemeatjite product of their standard deviatiopsusd §(4,5)
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N = number of items of correlation
I = average of internal correlation among items 1)* (

where

The higher amount of items, the higher Cronbachalphen there is a lower value
of average internal correlation among items, thkievaf Cronbach alpha will be
lower, and vice versa, when there is a higher valuaverage internal correlation
among items, the coefficient of Cronbach alpha Wwél higher. If the value of the
internal correlation among items is high, it shaWwat items are based on the same
principle.

If the coefficient of Cronbach alpha is high, icbose to one, this fact shows that the
given measuring items are selected well and thdepandent measurements are
created on the same principle. In other wordsgitien items are suitably selected for
measuring the given quantity and results of ingasion will be highly reliable.

In addition to the Cronbach alpha coefficients tkender-Richards correlation
coefficient can also be used for the verificatidnvalidity provided that we select
from two proposals.

The value of these two indicators is between 0 =nllleasuring is consistent, if the
value of coefficients approaches 0.8, if the vakdigher than 0.9, it is defined as
excellent, if the gained value is lower than Ol selected measuring method is not
consistent and its use is not recommended.

» External consistency is applied in case, if different conditions aritkging measuring or
different measuring methods are applied. Measusngpnsistent, if identical results are
gained in more than one measuring

To verify the validity of measuring methods of thmarket orientation the Cronbach alpha
coefficient is usetl This measuring method was used also for itentee@proposed method.
During calculation we followed from questionnaifiéied in by MBA’ students.

s, =4(y? - V%) . (5)

* What does Cronbach's alpha mean? [Online]. [¢jioot2004-04-03]. Available at:
<http://www.ats.ucla.edu/stat/spss/fag/alpha.html

® VELARDE-JURADO, E. Methods for the Quality of Lifessessmensalud publica de méxid®nline]. 2002,
vol. 44, no. 5 [quotation 2004-11-09]. Available <ttttp://www.insp.mx/salud/44/eng/i445_2.pdf

® This approach, however, was not adhered to fanathods measuriong market orientation and duertmiy
methods are criticized. The best-known and the me®d methods during the proposal of which this
methodological concept was omitted is the MARKOR MKTOR method.

" There have been several cases in the historyeaf#irket orientation measuring, when the courhefset was
lower than 30, e.g. Dawes (1999) compared the B&3oproduction and 22 non-production organisations
Ruekert (1992) compared 5 SBU of one organisafice, (1998) examined 13 building organizations im¢io
Kong, Palmer and Pels compared among others algodiehtina organisations with 7 English organizasion

one cluster, the second cluster contained 19 andrfj@nizations a the third one contained 22 and 31
organizations.



The Cronbach alpha coefficient was determined fqyaatial parts of the proposed measuring
method, see Table no. 4. Detail results of theutafion are given in Appendix no. 4.

Elements of measurement Cronbach alpha coefficient
External environment 0.81

Final customers 0.9336

Distributors 0.9579

Competitors 0.8555

Suppliers 0.8901

Reflecting the knowledge on the decision-makingcpss 0.8265

Inter-functional co-ordination 0.9774

Total for the measuring method 0.893

Table no. 4: The value of Cronbach alpha coefficienthe proposed method

The value of the Cronbach alpha exceeds the valu®.® for all elements, for items
concerning the analysis of final customers, distobs, inter-functional coordination it
exceeds the limit of 0.9. The resulting value obi@rach alpha for the whole proposed
measuring method of market orientation is 0.893clwvimeans the proposed method can be
used for the market orientation measuring.

Conclusion

The above mentioned method is consistent accorthiegresults of Cronbach alfa. The
method fulfils the conditions of validity. Thereéont is possible to use the method for
measuring of market orientation of companies. Isecaf need to find out some possible
barriers of market orientation, the method canxtereled on other factors.

This method was used for measuring of market atent in some important companies,
which produce electric equipment and distributectele energy in the Czech Republic. The
result confirmed the differences in the perceptbithe importance of each factor of market
orientation. According to the results we can sa #nalyzed companies are mostly oriented
on their customers. On the other hand they do ftehdocus on interfunctional coordination.
However this factor was confirmed as the secondtnmogortant factor for company
performance according to the method of Cronbach alf

We plan to use the most important principles of mhethod for our recent research. The
Research is focused on implementation on markentaiion in Hi-Tech Firms and it is
supported by Grant Agency of the Czech Republic @B2/07/1493).
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