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Abstract

The paper utilized some relevant empirical and conceptual works in extant literature to sketch a model of the
relations among marketing environment, strategic marketing decisions and effectiveness. The paper reveals that
some forms of supports exist in extant literature regarding the impacts of marketing environment on strategic
marketing decisions and effectiveness, and impacts of strategic marketing decisions on strategic marketing
effectiveness. However, relevant extant literature seems to have ignored the impacts of strategic marketing
decisions on marketing environment. Also, relevant extant literature contains some gaps regarding the impacts of
strategic marketing effectiveness on marketing environment and strategic marketing decisions. The paper
concludes that these important relationships in strategic marketing decisions, omitted in extant literature, should
be incorporated for a more comprehensive understanding of the relevant issues in strategic management
decisions. The paper proposes an empirical research agenda to test the model in some business functions, sectors,
cultures, contexts or premises.

Keywords: decision premises, marketing effectiveness, marketing environment, marketing models, strategic
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1. Introduction

Business organizations, generally, are associated with many environments and these environments determine the
decision alternatives available and the degree of achievement of organizational efficiency and effectiveness.
According to Simon (1997), business organizations can be studied and understood with regard to how their
decisions are influenced by the decision premises/environments (comprising relevant economical, legal,
sociological and psychological factors) and how the decision premises are in turn influenced by organizational
decisions in their quest to achieve organizational efficiency and effectiveness. Generally, organizational
managers have always shown interest in relevant environments, strategic tendencies and performance, including
connections among these three major issues. This holds true for all organizational business functions, including
marketing, finance, human resource management and production management, among others.

Most organizational decisions, including marketing decisions, are complex and uncertain, and made under
complex and uncertain environments or decision premises. Consequently, environmental conditions pose some
forms of difficulty in determining the worth, efficiency and effectiveness of organizational decisions
(Paramkusham, 2013). Kumar (2015) argues that the rapid changes in contemporary business environments
place some burden on the marketing discipline to provide useful knowledge for academics and practitioners.
Therefore, any marketing theory or research result which proves substantially that marketing practice is
explained by existing marketing knowledge should be celebrated as an indication that marketing academics,
researchers and scholars are making some progress (Meyer, 2015). According to Eisend (2015), Marketing is a
successful academic discipline (Eisend, 2015).

Practical marketing is one of the organic business functions concerned with exchange transactions and
relationships focused on achieving customer satisfaction and organizational efficiency and effectiveness. It
consists of individual and organizational decisions or choices directed towards achieving marketing goals and
objectives, in addition to adapting to the relevant environment or decision premises. Some of the major relevant
decisions which a marketer can make relate to selecting a market segment of interest and designing and
implementing relevant marketing strategies, among others. Decisions on these broad issues are a function of the
relevant marketing environment (decision premises) and the goals and objectives to be achieved. Marketing
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decisions, which are sensitive to the environment, require commitment of substantial resources, and oriented
towards long term goals and objectives are referred to as strategic marketing decisions.

This means, therefore, that the marketing decisions of an organization depend on the prevailing marketing
environment and the goals/objectives achieved or to be achieved. However, it may be appropriate to reason that
the marketing decisions of an organization determine the achievement and/or non-achievement of its marketing
goals/objectives, in addition to affecting developments in the marketing environment. Therefore, there are
relations among marketing environment, marketing decisions and marketing goals/objectives; each of these three
major constructs may be seen as dependent or independent depending on the focus of analysis. The relations
among these major marketing constructs can be modeled and tested using empirical data in specific marketing
organizations, contexts, sectors and countries.

2. Conceptualizations of Marketing Models

A marketing model is a representation of reality regarding a marketing system or phenomena. It may be
conceptualized as representation of some or all aspects of a larger marketing system of interest dealing with
exchange transactions and relationships that are mutually benefitial to the relevant parties. This representation of
marketing reality can be abstract, verbal or physical. According to Montgomery and Urban (1970), four major
types of models used in marketing include:

a. Implicit models

b. Verbal models

c. Logical flow models, and
d. Mathematical models.

Implicit marketing models are those models which are not made explicit by some communicable form of
representation. For instance, if a marketing decision maker does not put or represent his/her decisions in a
communicable format, it is an implicit model since it is still residing in his/her cognitive domain. Verbal
marketing models are implicit models that are put/represented in written or spoken words. Logical flow
marketing models are extensions of verbal models and are represented using diagrams to depict the salient
issues/features of the system being modeled. In logical flow marketing models, the diagrams are explicitly used
to represent the sequence of issues/variables to be considered and how they are related. In mathematical
marketing models, the relevant entities/components of the marketing system are quantified, and the magnitude
and sequence of the entities/components are indicated.

Marketing models can also be classified with regard to time and risk considerations. With regard to time
considerations, marketing models may be classified as static or dynamic (i.e., marketing models that do not
consider time effects (static) or marketing models that consider time effects (dynamic)). With regard to risk,
marketing models may be classified as stochastic and deterministic. Stochastic marketing models are those
models that consider risk or probabilistic marketing phenomena of interest, while deterministic marketing
models are those models that assume certainty of marketing events and outcomes.

It should be noted that marketing models may be used in triangulation or combination. For example, a marketing
decision maker may use mathematical model as a part of a logical flow model which is derived from a verbal
description of an implicit model. Also, it should be noted that the type of model used by a marketing
decision-maker is a function of the extent of explicitness desired in the specific marketing problem or issue
under consideration; the extent of explicitness, on the other hand, is a function of the benefits which the marketer
hopes to get from the model with regard to his/her problem.

Marketing models are used to understand marketing problems with regard to problem identification, definition
and exploration. In addition, marketing models are used to find solutions to problems. In general, marketing
models are attempts to expand the marketing decision-makers’ ability to understand his/her relevant marketing
decision premises/environment in order to make efficient and effective marketing decisions.
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3. A Model of the Relations among Marketing Environment, Marketing Decisions and Marketing
Performance Measures

A B C
Mérketing 1 Marketing > Marketing
Environment > Decisions N Performance
Measures
< 3 4

The marketing environment-decision-performance (EDP) model above shows the relationships among marketing
environment, marketing decisions (strategies & practices) and marketing performance (efficiency and
effectiveness). The notations (letters and arrows) in the model show how the factors in one box influence the
factors in the other boxes as shown below:

1. > > B-F®
2 —2 [ >C-F®
3. ——3 > C=F@A
4. 54 |::> B=F(C)
5, ——»5 |:> A=F(B)
6. > 6 b B=HCJ.

The underlying causal logic associated with the marketing EDP model is presented as:
1) marketing decisions are influenced/determined by environmental issues (see arrow 1).

2)  Marketing efficiency and effectiveness (marketing performance measures) are influenced/determined by
strategic marketing decisions (see arrow 2).

Therefore, for arrows 1 and 2, issues in the marketing environment will determine/influence the strategic
marketing decisions of a marketer, and these marketing decisions will determine/influence the achievement (or
non achievement) of marketing efficiency and effectiveness measures (marketing performance measures).

3) Marketing environmental issues can substantially determine/influence the efficiency and effectiveness
(marketing performance measures) of a marketing decision (see arrow 3).

4) The achievement (or non-achievement) of marketing efficiency and effectiveness (marketing performance
measures) can determine/influence the marketing decisions of an organization (see arrow 4).

5) Marketing decisions can determine/influence marketing environmental issues (see arrow 5).

6) Marketing efficiency and effectiveness (marketing performance measures) can substantially
determine/influence issues in the marketing environment (see arrow 6).

Put differently and broadly, it is reasoned and represented/modeled that:
a) A can be a function of B and C (see arrows 5 and 6).

b) B can be a function of A and C (see arrows 1 and 4).

¢) Ccan be a function of A and B (see arrows 2 & 3).

Therefore, marketing environment (A) can be influenced by strategic marketing decisions (B) and marketing
performance (C). Also, strategic marketing decisions (B) can be influenced by marketing environment (A) and
marketing performance measures (C). Finally, marketing performance measures can be influenced by marketing
environment (A) and strategic marketing decisions (B). This means that the marketing EDP model has reverse
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causality notations since the constructs can be conceptualized as both dependent and independent.
3.1 Operationalization of Constructs in the Model
Presented below is an attempt to operationalize the constructs in boxes A, B and C as contained in the model.

Box A (Marketing Environment) items can be described as the controllable or uncontrollable factors or forces
that surround marketing decisions (strategies and practices). Marketers may have little or no control over the
factors of the marketing environment. Below is an attempt to operationalize the factors of the marketing
environment:

e Competition

e Economy

e Culture

e Technology

e  Weather

e  Consumer Behavior

e Laws and Regulations

e Government Policies, among others.

Box B (Marketing decisions) refers to the course of actions taken by a firm to achieve its marketing objectives
while being sensitive to the environment. It should be noted that as a result of issues in the marketing
environment (Box A), organizations make some relevant marketing decisions (strategies and practices). Items in
Box may include:

e  Product Policies and Strategies

e  Promotional Policies and Strategies

e  Pricing Policies and Strategies

e Distribution Policies and Strategies

e  Megamarketing Policies and Strategies

e  Market Segmentation Practices

e  Demarketing Practices

e  Managerial Practices in Marketing

e  Relationship Management

e  Other Relevant Marketing Management Decisions.

Box C (Marketing performance measures) is used to measure the efficiency and effectiveness of the marketing
decisions made in box B. Listed below are some of the measures of marketing performance:

e  Profit

e  Market Share

e  Sales Volume

e  Cost Reduction

e  Customer Satisfaction, among Others.

It should be noted that the unit of analysis for decisions in box B can be individual, organizational, or national.
Therefore, what constitutes the unit of analysis in box B can alter/determine what will constitute the items in
boxes A and C. For example, when the unit of analysis is decision of an individual, the marketing decisions
(strategies or practices) of an organization (i.e., a marketing organization) become environmental factor (i.e., box
A) for such a decision of an individual. However, when the unit of analysis is an organization, the marketing
decisions of the organization become box B item. Also, what is environmental factor may be different if the unit
of analysis is government decisions. For example, the policies (or decisions) of government may be a function of
developments in the international oil market. In this case, government policies (i.e., government decisions)
constitute a box B item, while developments in the international oil market will constitute box A item.
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4. The Model’s Props and Gaps from Extant Literature
4.1 Props from Extant Literature

Relevant extant literature has argued that organizational performance is a function of both controllable variables
(i.e., strategic decisions or practices) and uncontrollable variables (i.e., environmental variables or premises)
(Ackoft, 1970; Hansen & Wernerfelt, 1989; Hatten, Schendel, & Cooper, 1978; Kotha & Nair, 1995; Lee, 2010;
and Nandakumar et al., 2010, among others). This is in support of the concept of equivalence in corporate
strategy which posits that effective performance of an organization is influenced by strategic choice, and the
strategic choice is in turn influenced by environmental variables (Nandakumar et al., 2010; Hidayat et al., 2015).

An organizations’ business environment has been conceptualized as the totality of factors and forces which have
effects, or potential to have effects, on the strategies, practices and actions of the organization; these forces can
be constraints, contingencies, problems and opportunities that impact on the operations and activities of the
organization (Ray, 2004; Emery & Trist, 1965).

Business organizations need to adapt to changing business environment via their strategic decisions in order to
achieve their set goals and objectives. This adaptation can either be via their intelligent perceptions of the
relevant environment (through information gathering) and/or through their strategic decisions or choices (Ray,
2004). Wheelen & Hunger (2012) have advised that an organization’s strategy should be designed with respect to
the relevant environment in order to achieve the desired performance. Li (2014) concludes, via empirical
evidence, that business environment has negative effect on organizational performance.

Generally, marketing performance measures (comprising financial and non-financial metrics) assist marketing
decision-makers to understand and evaluate the implications of their strategic marketing decisions (Jaakkol et al.,
2010; Varadarajan & Jayachandran, 1999). Therefore, since strategic marketing practices affect the performance
of an organization, environmental factors should be considered in this influence as they (environmental factors)
moderate the influence of strategic marketing practices on performance, or directly influence marketing
performance. According to Drucker (1966), achievement of strategic marketing performance is a function of an
organization undertaking the right marketing practices, strategies or activities. Jaakkola et al. (2010) have argued
that the impacts of strategic marketing on business performance seem elusive despite many years of research
efforts, and conclude that the reason is partly traceable to the fact that the results (performance) of strategic
marketing decisions are a function of many internal and external environmental factors. Short et al. (2002) argue
that there is no consensus regarding the many factors that affect organizational performance. Also, it has been
argued in extant literature that organizational performance is difficult to define and measure (Meyer & Gupta,
1994; Bonoma & Clark, 1988; Keats & Hitt, 1988).

Strategic management literature suggests that perceived measures of performance are used in most strategic
management studies because organizational management strategists tend to act on their perceptions (Dess &
Beard, 1984; Miller & Friesen, 1984; Collier et al., 2004). According to Boyd et al. (1993), subjective or
perceptual measures of organizational performance should be used when the research interest deals with getting
the views of organizational members as respondents, and chief executives are perceived as the most appropriate
respondents for strategic management research (Tan & Tan, 2005; Frost et al., 2002; Bracker & Pearson, 1986).
Cronbach’s alpha is a commonly used statistical technique to test data reliability when perceptual measures are
used in a research (Hambrick, 1982). According to Hidayat et al. (2015), organizational performance can be
measured on the bases of financial perspective, customer perspective, business process perspective and learning
and commitment perspective.

Yan & Chew (2011) developed a theoretical framework to examine the relationships among marketing strategy,
business environment and performance, and found that competition (an environmental factor) is related to
performance. Also, Luo (2003) and Chen (2006) submit that environmental factors determine or predict
organizational performance. In addition, Hidayat et al. (2015) examined and obtained empirical evidence
regarding the impacts of internal and external environments on organizational strategy and performance, and
conclude that the effectiveness of an organization’s business strategy is mainly a function of sensitivity to its
environmental factors.

With respect to environment/performance relationship, Hambrick (1981), Venkatraman & Prescott (1990),
Hidayat & Hairil (2009), and Tan et al. (2012), among others, have argued that environment has significant effect
on organizational performance. With regard to corporate strategy and performance, relevant extant literature
submits that corporate strategy has effect on organizational performance (Bracker, Keats, & Pearson, 1988;
Naffziger & Kurato, 1991; Lyles, Baird, Orris, & Kuratko, 1993; Osuagwu, 1996; Osuagwu, 1997; Rue &
Ibrahim, 1998; Osuagwu, 2001, Ho, 2015; and Budayan et al., 2015, among others).
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Hitt et al. (2005), among others, have argued that an organization’s environments impact on its strategic
decisions. Relatedly, Bamber et al. (2004) have argued that organizational strategies are a function of
environmental perceptions by organizational strategists. Therefore, since organizations have different perceptions
of their relevant environments, they (organizations) have different strategies (Yan & Chew, 2011) to use in
adapting to their differently perceived environments in order to achieve their marketing performance metrics.
Ray (2004) developed, based on relevant extant theories, a multivariate model representing connections among
environment, corporate strategy and performance and concludes, via empirical evidence, that environment has
important role to play in organizational strategies and performance. Ray (2004), also, concludes that the impact
of environment or organizational performance is moderated by organizational strategies.

Therefore, knowledge from extant literature seems to support part of the model, especially with regard to
strategic marketing practices being a function of marketing environment (arrow 1); marketing performance being
a function of strategic marketing practices (arrow 2); and marketing performance being a function marketing
environment (arrow 3).

4.2 Gap in Extant Literature

The relationships in the marketing EDP model represented by arrows 4, 5 and 6 seem not to have been addressed
in extant literature. Specifically, extant literature seems to have overlooked or ignored issues relating to influence
of marketing performance on strategic marketing practices; influence of strategic marketing practices on
marketing environment; and influence of marketing performance on marketing environment. Therefore, there
seem to exist an empirical void in extant strategic marketing literature regarding the influence of marketing
performance on strategic marketing practices; influence of strategic marketing practices on marketing
environment; and influence of marketing performance on marketing environment, even though anecdotal and
managerial pieces of evidence seem to support such influences.

5. Likely Uses and Limitations of the Model

1) The model may be useful in analyzing and understanding the reasons for strategic marketing decisions in
many organizations (i.e., whether organizational marketing decisions are determined, mainly, by environmental
considerations or efficiency and effectiveness considerations).

2) Marketing management scholars, among other business management scholars, may find the model useful as a
basic conceptual framework in their case analysis and research works.

3) This model may assist in the development of similar models in the other organic business functions such as
human resource management, financial management and operations management, among others.

Some of the limitations that may be associated with the model include:

1) The model does not depict simultaneous relationships among the three boxes (as suggested by Kotha and Nair,
1995) but rather deals with binary relationships between one construct and another. For instance, marketing
environment (Box A) is represented to either influence items in strategic marketing decisions (Box B) or
marketing performance (Box C); it cannot, as represented, influence the items in boxes A & B simultaneously.

2) The variables in the model may appear to be many for a specific investigation or study, especially when the
factors in each of the boxes are completely and reasonably operationalized.

3) Some researchers interested in the model may not have the necessary tools and expertise to undertake a good
investigation that will test the fit of the model to empirical data.

6. Suggestions for Future Research
The following research suggestions are made with regard to the model:

1) Researchers are encouraged to test the fit of the model using cross sectional and longitudinal data from
specific organizations, contexts, sectors and cultures regarding the relative effects of these major constructs
(Mintzberg, 1978), and using relevant research techniques such as structural equation modeling, among others.
2) Researchers are also encouraged to test, via empirical data and managerial experience, the relationships in the
model exhibiting the best/worst managerial relevance in specific decision premises.

3) The model may also be tested in strategic management decisions of other organic business functions (such as
human resource management and financial management, among others) to determine the robustness of the model
across business functions.

4) Since decision environments and performance metrics are different between personal decisions and
organizational decisions, the model may be tested to understand its comparative relevance when applied in
personal and/or organizational decisions.
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These suggested lines of research will likely shed more light regarding the relative relevance and robustness of
the model in certain business functions, sectors, cultures, contexts or premises.

7. Conclusion

Strategic marketing decisions are made within a context, setting, environment or premises, and the actions and
reactions of elements in the environment impact on the strategic decisions of organizations. Also, the strategic
marketing decisions of organizations, in their quest to achieve organizational efficiency and effectiveness, affect
the elements in the marketing context, setting, environment or premises. Therefore, these marketing factors are
interrelated and should be considered in analyzing strategic marketing issues of interest to managers and
researchers. This paper has attempted to sketch a simple model connecting these strategic marketing factors for
consideration by decision makers and further reflection by scholars and researchers.
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